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Foreword

The quality of postsecondary education institutions would be en.
hanced by more effective procedures for evaluating and reporting to
the public on the achievement of the stated goals and objectives of
each institution. This paper considers the use of an educational
audit as a means of meeting this need. An educational audit is
defined as an evaluation of educational institutions, including an
assessinent of programs and goals and financial accountability. The
authors point out that the relationship between educational auditing
and accreditation will require the development of appropriate
standards. They draw an analogy between auditing principles used
by accounting firms to confirm the financial integrity of businasses
or corporations and the procedures higher education institutions use
to evaluate their effectiveness. For example, if data are relevant,
verifiable, free from bias. and quantifiable, the standards for account-
ing information and the auditing of a higher -ducation institution
would he satisfied. The authors believe it is necessary for colleges
and universities to be as rigorous as possible in their institutional
“auditing” so that the integrity of the educational enterprise will not
be thrown into question and become subject to outside sanctions or
controls. Fred Harcleroad is director, Genter for the Study of Higher
Education at the University of Arizona, and Frank G. Dickey is
chancellor of the University of Norta Carolina at Charlotte.

Peter P. Muirhead, Director
ERIC/Higher Education
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Preface

A need exists for an organized nethod of reporting to the con-
stituents of postsecondary education ir the United States on the
effectiveness and educational quality of each nostsecondary educational
institution. Voluntary accreditation by nonprofit public associations
has become nationwide during the post-World War II period. Fvalua-
tion of outcomes and organized methods of reporting institutional
evaluations are needed. Educational evaluative audits are one po-
tentially useful method of providing fcr this need.

The experience of the accounting profession in improving corporate
accountability reporting in the past sixty years provides some im-
portant precedents that may be helpful. Professional accounting be-
gan to develop reporting systems in the carly decades of the twentieth
century: however, they were not completely satisfactory. After the
stock market crash in 1929 the federal government established the
Securities and Exchange Commission in 1984 with the powers neces-
sary to provide more adequate accountability reporting systems. The
language of this action is quite comparable to the Education Amend-
ments of 1972, Section 1206, which were passed following the 1968-72
“crash™ in public confidence regarding higher education. Fortunately
since 1934 the accourting and management professions have provided
generally accepted principles and procedures that have served as the
basis for accountability reporting. Also, outside agencies have been
established to evaluate corporate organizations and certify the out-
comes of these organizations’ yearly efforts through organized public
reporting systems,

Voluntary accreditation has developed in somewhat comparable
ways to certify publicly our po.tsecondary educational institutions.
Currently. there is great concern ahout federal supervision of in-
stitutional accreditation using govermmentally determined standards,
A system of nonprofit voluntary agencies operating in the public
interest is critically important at this time. These agencies must con-
tinue to develop “generally accepred educational standards” and
methods of publicly reporting them to constituents, both individuals
as well as other agencies. A number of options exist for evaluating
institutions on the basis of “generally accepted educational stand-
ards.” These options vary from the use of existing ace rediting com-
missions and their appointed visiting committees to the use of certj-
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fied outside examining agencies, which would be analogous to the use
business organizitions make ol large accounting firms that certity
the outcomes of their enterprise. Currently, some of thewe accounting
firms perform evaluative studies in administrative areas of state sys-
tems or of individual institutions, and boards of some state systems are
accepting evaluations from such firms. Clearly, these options must be
corsidered. In the next few years action must be taken on a national
and regional basis to provide optimum reporting systems. These
systems must meet the social demands for accountability and provide
for reporting by the institutions in such a way as to be conducive to
good morale and continued program development within these in-
stitutions.

A major difference between business auditing wnd institutional
educational auditing is the greater breadth of activities to be audited.
In institutional evaluation a financial audit » only one necessary part
of the totality. The additional educational programs to be analyzed
present quamiification difficulties far greater than in business and
corporate financial auditing. Nevertheless, regular evaluation ot de-
partmental and iustitutional achievement of general and specific cb-
jectives is essential. This must include measures of “output™ based
on optimum use of available resources. Such a program of institu-
tional evaluation auditing should provide governors, legislators, and
coordinating boards, which establisb laws, regulations, and financial
support, with the data needed to restore confidence in our pet-
secondary institutions.

In the process the institutional evaluative audits will have to
measure inputs and outputs, both short-term and long-term, and for
current and recurrent students. Follow-up studies will be essentinl to
indicate what the intrinsic and practical values of postsecondary
cducation are. David Brinkley stated at the December 1972 meeting
of the Southern Association of Colleges and Schools that “there is
nothing worse than federal control of the standavds used to evaluate
higher education.” A comprehensive program of institutional evalua-
dve auditing and reporting can obviate this posibility.
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Accreditation: Problems and Possible Solutions

Historically this country was developed and has thrived in the past on
the philosophy of laisse:.faire. The forests were felled. the land cultivated.
the mineral resourees explored, and business and  industrial enterprises
created through individual inttiative <eldom restricted until wear the end
of the past century by governmental regulations and legal controls. It was
ouly after abuses of the public welfare became so flagrant that the United
States Congress officially recognized the situation and adopred Iegislation
providing lor some governmental regulations.  “The first independent Fed-
eral agency created for this purpose was the nterstate Commence Commis:
sion (187, followed many vears later Ly the Federal Trade Connnission
(1914), the Federal Power Commission (1920, the Federal Maritime Com-
mission (1933). the Federal Communications Commission (1934). and the
Securities and Exchange Commission (1934) (Selden 1961, p. 1).

Although we may disagree with and argue vehemently over some
decisions of these and other governmental agencies, not even the more
conservative spokesmen in our society have proposed that this country
vould afford. at a time of increasing complexity, to rely solely on self-
regulation. The scandals in cotton and olive oil, the price fixing in
the electric industry, the income tax frauds of judges, the bribery
of judges, the convictions of the presidents of the T'eamster’s Union
and the United Mine Workers, and the wnmoral implications of
recent convictions of members of the Congress and of the Executive
Office attest to the weakness of mankind and the continuing need
for some collective ¢ ntrol and supervision. The abolition of those
agencies of the state and federal governments that assist in the
governance of our society is unthinkable. despite the fact that there
is widespread yearning for the simple and readily comprehensible
days of the past, untrammeled by governmental controls.

The system of higher education in this country expanded along
with its cconomic and industrial development. Numerous colleges
and universities were established and freely chartered by the various
states to offer education in any town or hamlet that could riise
sufficient funds or provide a site to induce a church body or other
groups to found a college. Many of these institutions offered work
at the high «chool level for at least some of theit instruction. As
in business and finance, higher education after the Civil War was
permitted and even encouraged to expand. with few external con-
trols or restrictons. In fact, the Tenth Anendment .o the Constitu-
tion has consistently heen interpreted as preventing the federal gov-
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ermment from exercising ~ontrol over education in a manner con-
monly practiced in other nations with ministvies of education.

In the Uaited States education has truly been a local or state re-
sponsibility, and higher education has net the needs of our society in
the sense that each institution has been permitted generally to decide
for itelf how large it will grow. the quality of students it will acmit.
what requirements it will establish for graduation. and which pro-
grams of study it will offer. 'This freedom of operation has permitted
colleges and universities to eet, although sometimes quite belatedly,
the needs of our society at local, regional and national levels. But
this freedom has also permitted institwiions to offer progranms of in-
struction for which many were ill-prepared either in personnel, in
financial resources, or in physical facilities, By the end of the nine:
teenth century, there was a pronounced unevemiess in academic
quality,  Many colleges still offered little more than au advanced
secondary school course of study, and the majority of the professional
schools were operated with an eye directed more to the profits of the
owners than to the education of the students. And in the twentieth
century the demand for college degrees has led to degree mills with
the subsequent need for state controls for consumer protection,

In the case of business, when abuses became too excessive for soci-
ety to condone. the federal govermment cnlarged its scope of activities
to counteract these practices. When higher education  required
standardizition. however, the public was not competent to initiate the
task, and the federal government—despite an attempt of the United
States Burcau of Education to issue a public clasification of colleges
during President ‘Taft's administration—was limited primarily to is-
suing reports. Since the various states with which legal responsibility
tor education actually rests were, and still are. most uncven in the
execution of their responsibilities, the major hope for the general im-
provement of Ligher education rested exclusively with the jnstitutions
themselves and with the various professional bodies whose ranks were
increasingly being replenished by the graduates of the colleges and
professional schools.

To meet the socin needs for improved higher education and the in-
dividual needs of the better colieges and universities for protection
from the competition of unqualifiecd—even  dishonest—institutionts,
associations of the colleges and agencies of the professions initiated
the process of accreditation. Also, in many states the leading public
university set the school and tramsfer standards, However, the volun-
tary. nongovernmental, extra-legal organizations have grown in number
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and influence white accreditation of other institutions in a state by the
state universiny has diminished. As in the case of the regulitory com-
misions of the federal government. these accrediting agencies have
heer subjeer to eriticisims, some of them highly justified. These criti-
e have encouraged some individuals to condemn all external
regulations and to claim. as in the case of business, that the nine-
teenth century concept of the completely free nurketplace should
again prevail. Similarly, in the case of acereditation. there are claims
utter~d frequently enough to warrant rebuttal, namely, that higher
cducation is now sufficiently mature to no longer require external
control aed that acereditation shonld be abolished because, among
other factors, it frequently inhibits the institutions from adequately
meeting the demands of society, In fact, acereditation niust represent
and protect the individuals in the society.

Another of the problens of voluntary acereditation has been the
lack of relationship between the chartering process for new institu-
tions, which is vested in the states, and the nongovernmental ac-
crediting activities of the various acereditation bodies. It is possible,
and frequently happens, that an institution will be chartered by a
state with fax laws relative to institutional quality. Such an in-
stitution does not apply for acereditation from one of the nationally
recognized acerediting bodies and the quality of the program is never
checked by any individual or group. Therefore, it is possil:le for di-
ploma mills to exist because the chartering process is not an exacting
one. Fortunately, because of the efforts of the Education Commission
of the States, model legislation has been developed and presented to
the states for their consideration. If those states that do not now have
strong laws governing the chartering and inspection of institutions
will adopt this or similar 1 gislation, most of the loopholes enabling
sispect: postsecondary schools to exist will be closed (Education Com-
mission of the States, Report No. 39, 1973).

Whenever controls are established for the purpose of improving
mininun standards, regrettably but inevitably there is some re-
striction on those who are fully capable of employing apprepriate
judgment and who would conduct excellent programs regardless of
the demands of regulating agencies. However, this latter fact does
not imply that society would benefit if, for example. educational in-
stitutions. were subject to no external supervision and both  the
excellent as well as the weak and the dishonest institutions were per-
mitted to operate unmonitored. The consumers in the marketplace
in our complex society cimnot pootect themselves from those organ-
ized to perpetrate frauds or 1o distribute inferior goods.

12 3
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Greshamn's taw of cconomics dating from the sixteenth century states
that coins of good value are driven ot of circulation by coins having
cqual monetary value but less intrinsic value. A similar principle can
be applied to education: as a society places greater value on tie at-
tainment of academic degrees, the degrees from colleges and uni-
venities whose acadeniic programs ave superficial and infervio will
undeymine the value of similay degrees from institutions whose cduca:
tional offerings ave excellent. A state or nation can va morve afford 1o
permit the operation of unqualdified colleges and univepsities than it
¢ permit the civculation of counterfeit mouey. As - world leader the
United States cannot atford o allow either its coinage or academic
degrees to be debased.

It is in this context that the colleges and universities, to whom
soviety has assigned much ol the responsibility for their own self-
governance, must fultill their obligations. One way is by improving
accreditation—the institutions primary. method of collective regula-
tion,

Six regional asociations of colleges, universities, and schools lo-
cated in different sections of the country conduct general accredita-
tion of institutions through commissions dealing with higher institu-
tions, occupational mstitutions, secotdary schoobs and, in one case,
elementary schools. These are:

o Middle States Association of Colleges and Secoundary Schoos
e New England Association of Schools aud Colleges

o North Central Association of Colleges and Secondary Schools
o Northwest Association of Secoadary and Higher Schools

e Southern Association of Colleges and Schools

o Western Association of Schools and Colleges

In addition, there are 10 national professional agenae  recognized
by the National Commission on Accrediting for their accreditation of
specialized programs of study, These grocps ave:

Architectare--National Architectural Accrediting Board

Art=National Association of Schools of Art

Business—American Assemblv of Collegiate Schools of Business

€ nemistyy ~Anmterican Chemical Society

Co gmunity Health Education—American Public “*ealth Assodlavion

Gorrespondence Education—-The Acerediting com. dssion of the National Fome
Stiedy Conngil

Dental Assisting—American Dental Association

Dental Hivgicue—-American Dental Association

bental Techrologv-—~American Dental Association

Dentistrs —American Dental Association

Euginecring—Engineers' Conneil for Professional Development

. 13
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Engineering Tachnician (iwo-year programs) -Fogitecis Couneil for rofessonal
hevelopn-ont

Engineering Technelogy tomrear mogrims)~Eo insers’ Conncil for Professional
Desclopment

Forestry—Socicty «f American Foresters

Home Fconomies- American Home Yeonomics Associntion

Hospital Administration—Acerediti: ¢ Comnmis-ion on Gredname Fduonion for
Hospital Administration

Industrial Technology—National Association fo  Industrial {eckaolopy

Journalism: - American Council w1 Education: 1oy Jourmalisiu

Landscape Architecture—American Socety of Landscape A i 'tects

Law—American Bar Association, Associttion of American lLaa s hoeis

Librarianship—American Library Association

Medical Kecord Admiistration—American Mdctical Associtis u, in cuilaboration
with the American Medical Record Assaciac-m

Medical Toclmolegy—American Medical Association. iy coliboraton with the
Board of Schools of Medical Technology

Medicine—Liaison Committee on Medical Fdie tion (Con il on Medica? Fduea
tion of the American Medical Associatinn and t e Excottive Conneil of the
Association of American Medical Colleges)

Music--National Association of Schonls of Music

Nursing—National League for Ninsing

Nursing (technical nurse programs)—National Lecane for Nursing

Ocenpational Therapy—Americain Medical Associztion. in colinhoration with the
American Occupational Therapy Assoriation

Optometry—American ptometiic Association

Ostenpathv—American Oste. pathic Association

Pharmacv—Americar Conneil on Pharmacentical €ducatioun

Phisical Therapv—American  Medical  Association, in collaboration with the
American Physical Toerapy Association

Podiatrv~American Podiatry Association

Psvchologv—American  Psvehological Associction

Public Health—Council on Public Healtlt Association

Sacial Work—Council on Social Work Education

Speech Pathology and Andiology--Anerican “owech and Hearing Association

Teacher Education ~National Council for Accred:tation of Teacher Education

Theology—American Assaciation of Theclogical Schools in the United States atid
Canada

Veterinary Medicine—American Veterinarn Medical Assaciation

("List of Recognized Accrediting Apencies.” National Commission on Acerediting.,
1973-74)

In addition to the regional and specratived accrediting agencies

recognized by the National Commission on Accrediting, the United
States Commissioner of Education recognizes the following agencies:

O
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Acerediting Burcan of Medical Laboratory Schools

Accrediting Association of Bible Colleges

National Accreditation Coundil for Agencies Serving the Blind and Visually
Handicapped

Accrediting Comission for Business Schools

Association for Clinical Pastoral Education. e,

Cosmetology Acerediting Conunission

American Board of Funeral Service Education

. 14
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Amersican Association f Nurse Ancsthetis's
National Association for Practical Nurse Education and Services, Ine
Natianal Association of ‘Frade and Vedhnical Schools,

All of these accrediting agencies face d<namic changes to which
they are d.voting considerable attention. To analyze comparatively
some of the issues confronting these arerediting agencies it may be ol
benefit 10 corwider a few of the developments in a sample of those
fields.

Architecture is i a quandary concerning the extent of its appro-
priate jurisdiction over the emeiging profession of urban planning,
which is becoming increasingly important for the future of human
welfare. Developments in the planning for future community centers
are forcing architects to look at profesional cooperation i a new
dimetssion. Not only must the architects coordinate their plans with
civil and sanitiry engineers, lindscape architects, lawyers, and public
health officials, but they must recognize ihe contributions of anthro.
pologists, econroutists, political scientists, psychologists, and manage-
ment specialists,

Consonant with the incremsing specialization of society, the dental
amd .nedical professions have not only become highly specialized but
are .elyiog to a much larger extent on auxiliary persennel trained in
such specialized fields as ¢ytotechnology, dental hygiene, dental lab-
oratory or medical technology, respiratory therapy, occupational or
physicai therapy, and X-ray technology. These developments involve
not merely the education and training of the auxiliary specialists, but
also the education of the dentist or physician in the use of auxiliary
personnel, as well as the acereditation in one manncr or another of
all the different programs of study. Thy administrative organizations
with their interlocking relwdonships reguired to operate these activi-
ties create a picture of contusion multiplied.

Teacher education is another area in which problems continue to
persist. For example, the question continually occurs as to whether
such a field as “school psychology” belongs in the area of teacher edu-
cation, since it prepares persotnel 1o work in the schools, or whether
it should [l within the purview of psychology. Other problems
in the teacher education field center on the large munber of specialtics
in clementary and secondary teaching, as well as the proliferating
specialities in the arca of administration.

Nursing represents a profession and a ficld of study that is beset
by many tavbulent forces, Tt is influenced by all the changes develop-
ing in health care and also by varying definitions of the proper educa
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tion required for admission to the profession. Its educational pro-
grams range from  postsecondary noncolleginte to  bhaccalaureate,
master’s, and even those leading to doctoral degrees. As a conse-
quence, it his been difficult fio educators in the nursing profession
to pass on u common Hody of kanowledge which is bas*~ to each mem-
ber of the profession.

Receat court decisions point toward the “public responsibility” of
public trust that the accrediting associations hold today, No longer
can it be said that they are creatures of the institutions themselves,
even though vhey are supported by the colleges and universities. Court
decisions indicate the quasi-public nature of accrediting  actions
and -how sather clearly that both the public and governmental
agencies are dependent upon the accereditation process. Consequently,
acerediting organizations cannot act in a completely independent
minner, but rather must give careful attention to the welfare of
society, students, institutions, and the professional groups they repre-
sent.

The Postsecondary Education Amendments of 1972—with the in-
clusion of Section 1202, which authorizes the establishment of state
coordinating agencies for the entire postsecondary education sector—
indicate the importance attached by the Congress to developing more
effective relationships between the various parts of a complex net-
work of institutions and programs.

Even the most conservative elements in our society admit that
American higher education is being asked to react to more pressures
than ever before in our history. The problems of cost, numbers. in-
creased amounts of new knowledge, greater demands for service, and
emphasis upon quality controls are creating unusual pressures upon
the higher education community. The question is recurrently being
raised as to how many masters can and should accreditation serve.
Inasmuch as the accrediting mechanisms serve as the major factor
in quality control for our institutions of higher education, and for
various professional and specialized programs within these colleges
and univensities, it is most appropriate to look carefully at the de-
mands being made upon accrediting at the present time.

Acereditation may be viewed as serviug society and the public wel-
fare, individual students, professionals, the institutions themselves,
and in moie recent years. as already indicated. federal and state gov-
ernments. From time to time the question arises as to which of these
groups the accrediting bodies owe their primary allegiance.

Obviously, the answer to.the question of primary obligation is not

7
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one that can he categorically answered; however, the fact that the in-
stitutions voluntarily enter into acerediting arrangements gives some
substance in the premise that the institutions have first claim on the
cfforts of accrediting organizations. On the other hand, every segment
of society is concerned with and is affected by the quality of higher
education and its component programs. The individual states license
members of professional groups, often using specialized accreditation
as a basis for eligibility to sit for the licensing examination. However.
migration across state lines often requires and leads to regional and
interregional agreements on some generally accepted standards and
procedures.

Finally, accreditation must be considered within the context of the
expanding social and economic problems of our age. As a result, there
are some very significant continuing issues to be considered by groups
involved in accrediting activities. These include:

1. The general, persistent question of whether accreditation im-
pedes innovation and change in educational programs or whether it
stimulates new ideas and practices. The entire question of currency
and relevancy of standards or criteria needs serious consideration by
each accrediting organization, with particular attention being given
to the “outputs” of the programs of education.

2. Increased use by the Congress of accreditation as a means to
establish ¢ligibility for federal funds. It should be determined whether
it is appropriate for Congress to delegate this responsibility to “pri-
vate, voluntary” agencies and whether accreditation is effectively
serving this purpose. The question also arises as to the proper role of
the U.S. Office of Education and state departments of education in the
accreditation function and their relationship to nongovernmental or-
ganizations. For example, is there a need for any other review of ac-
crediting agencies for purposes of recognition beyond that afforded
by the U.S. Commimioner of Education? The recent and thorough
study by Harold Orlans, which recommends means for providing alter-
nate routes for institutional eligibility for federal funding, provides
insight and some approaches to these complicated problems (Orlans
97,

8. The growing pressures for the state-agency approach to ac-
creditation, The problems of duplication and public confusion that
would be created by this trend warrant consideration: however, the
expressed needs of the student and public for more attention to the
protection of the “consumer” in education may well bring about
much stronger state-agency controls.
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L The growing importance of vocational-technical education and
the need for an adequate arcrediting program in this field. Current
efforts at developing a meaningful accreditation program for oc-
cupational education (both in the nonprofit and proprietary insti-
tutions) are hampered by jurisdictional and philesophical arguments
among the various accrediting organizations.

5. The need to study the connection between licens nre-certification,
registration, and accreditation. Accredited institutions that award de-
grees accept an increasing amount of credit based on experience. This
credit at times may result from uscful professional experience. But
even if this is true, degrees and accreditation based partially on credit
for experience need further study when the graduates holding such
degrees enter professional fields that require state licensure and regis-
tration. In addition, the use of testing for certification and registry,
another critically important method for determining individual abili-
ties, needs further exploration.

6. Means of gaining wider involvement of educators in the accred-
iting process and decisionmaking. Also, the question of lay partici-
bants in acerediting activities, with broader facully and student in-
volvement. While the “closed corporation” charge is often hurled at
accrediting agencies with some justification, educational administra-
tors show a great deal of apathy about administration and manage-
ment of the accrediting associations. In the area of faculty involve-
ment, the American Association of University Professors at its last
annual meeting decided to study a “faculty run" system of ac
creditation. The number of requests for student involvement in ac-
crediting activities is increasing almost daily.

7. The growing demand for accountability brought about by huge
expenditures in education. Can accreditation procedures be rede-
signed to provide this accountability to state and federal govern-
ments and private donors or will other systems of assessment and
evaluation be devised? Possible relationships between accreditation
and national assessment should be explored.

8. The question of fees charged by accrediting organizations for
services venderved to the untibictions. There is a wide diversity in
practice among the organizations, and institutions of higher educa-
tion are raising more and more questions about such matters.

As we look to the future, every effort inust be made to shape our
policies to meet the changing conditions that confront us. A cursory
reference to the history of education leads to the conclusion that ac-
crediting procedures have usually been developed not in anticipation

. 18 :
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of needs but after they have grown to full maturity. This situation is
not unique to accreditation. It is found in ali types of social activi-
ties and is a phenomenon not likely to be eliminated; however, it
would be far better to provide the means for easier and more rapid
clanges in policies and procedutes of accrediting as the need for
change develops. Changes are facilitated when there is widespread
confidence, and confidence is bHased to a large extent upon knowledge
and communication.

Perhaps no more catastrophic thing could happen to American
postsecondary education than for the federal bureaucracy to become
further involved in the accrediting avea, If the institutions and peo-
ple of this nation value the freedom of cducation, then it should he
remembered that there is no quicker route to the loss of such free-
dom than to have the federal government devise and enforce the
standards governing educational programs and the quality of such
programs and institutions. It is essential that nongovernmental ac-
creditation be protected and preserved through the improvement and
strengthening of this process.

This introductory summary of the field of accreditation and in-
dication of existing problems leads to a consideration of institutional
auditing and reporting as carried out in fields such as business, as
well as a comsideration of the various governmental agencies that per-
form a supervisory and controlling function.



Institutional Auditing and Reporting
in the Field of Business

Current problems in voluntary educational accrediting are com-
parable in some ways to the continuing efforts to define generally ac-
cepted accounting and auditing standards in the field of business and
to continually improve the manner in which the results of the audits
are reported. Although there are some important differences between
auditing in business and accrediting in secondary and postsecondary
education, some of the relationships and practices are so similar, in
both history and practice, that a comparison of the two is of con-
siderable value, especially during this time of outside questioning
and analysis of voluntary accreditation.

Voluntary accrediting and evaluative auditing have a long history
both in the field of educiation and in corporate business. For example,
the North Central Association of Colleges and Secondary Schools first
published a set of 12 criteria for accrediting colleges and universities
in the Proceedings of the Association in 1912 and the first list of ac-
credited colleges and universities was published in 1913 (Geiger 1970,
pp. 187-88). Similarly, in 1917 the American Institute of Accountants
published its list of established criteria for auditing. The Federal
Trade Commission requested changes and updating. This document
wits revised in 1929 and emjg hasized the responsibility of auditors to
serve in the public interest as well as for the benefit of the corpora-
tion that employed them (American Institute of Accountants 14951,
p. 3). In the years that followed the 1929 stock market crash, there
were seriots questions about the conduct and disclosure of business
operations. Finally, the Securities and Fxchange Commission was
established by the Securities Exchange Act of 1934. As a key part of
this Act the Sccurities and Exchange Commission was given the
power to determine . . . the items or details to be shown in the
balance sheet and the carnings statement. and the methods to be
followed in the preparation of reports™ (Securities Exchange Act
of 1934, sect. 13(h). In addition, the Act states that the Commission
“may preseribe” these items or details. David Solomons pointed out
in 1972 that . . . this wording . . . has made it powible for the
Commission to delegate the formulation of accounting standards to
a private body to the extent that it hav™ (Solomons 1972, p. 2).

Following the intent of this law, the Securities and Exchange Com-
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mission suggested that a statement of compliance with generally
accepted auditing standards should be included in reports from inde-
pendent public accountanas for companics that filed these reports
(8-K) with the Commiwion. Caretully defined auditing standards (as
differentiated  from auditing  procedures) were developed over a
period of years and published in October 1947 under the title
Tentative Statement of Auditing Standards—Theiv  Genervally Ace-
cepted Significance and Scope (American Institute of Accountants
1951, p. 6). This tentative statement was summarized in 1948 by the
American Institute of Cerufied Public Accountants and both the
procedures and standards have been revised continuously since that
time. Approved methods of short-form reporting have been develop-
ed along with many statements on specific problems of auditing stand-
ards and procedures.

Clearly, in the 30 years since its establishment, the Securities
and Exchange Commission—a public agency that is national in
scope—has encouraged a nonprofit. voluntary, and ewentially pri-
vate organization of profemsional peers to establish criteria for the
auditing and evaluation of corporate financial statements. Reporting
systems in the public interest have been established based on these
carefully devised standards set down by voluntary private associations
acting in the public interest. Close cooperation and understanding
between the government agency and the private organization(s) have
resulted in consistently improving the evaluative and reporting sys-
tems of crucial business institutions in our society.

In the area of higher education, the federal government and
particularly the Uunited States Office of Education has adopted a
similar procedure. Through its Bureau of Postsecondary Education in
the United States Office of Education, the Department of Health,
Lducation, and Welfare issues its list of nationally recognized ac-
crediting agendies and associations. The very first statement in this
listing emphasizes the role of voluntary acereditation:

Oune of the distinetive features of Americn education is that the develop-
ment and maintenance ot educational standisds e the responsibilities
of nongoernmental, voluntan acerediting associtions. ‘The Office of Fdu-
Grtion is cognizant of the imaluable contribution which the voluitary ac-
aediting associtions have made to the development of edudational gquality
in the Nation, It is the policy of the Otfice of Educition generally to snp-
port and encowrage the vitious 1ccognized soluntiny accrediting associa:
tions in their 1ole as the primany agents in the development and mainte:
mince of educational standards in the United States (US. Depintment of
Health. Edudation, and Welfave 1971, Forewod).
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However, s federal funds budgeted for higher education increase,
there has been growing concern about the voluntary acaeditation
ssstem currently inouse in higher education, 1o the debates about
the Education Amendments of 1972, data from institutions and ac-
areditation procedures were discussed  vigorowsdy,  The  conlerence
report on a portion of this topic included the following discussion
about “cost of cducation data™:

The Senate amendment required the Commissioner to presaibe national
uniform standards for determining average per pupil costs of institutions
for providing postsecondiny education. He would then requite as a condi.
tion for receipt of assistance under the Higher Edudcition Act that the in-
stittition supphy cost of cducation data determined in accordanee with the
national unitorm standards. ‘Fhe House amendment had no compinabie
provision. The conlevence substitute adopts, in tien of the Senate pro-
vision, a provision anthorizing the Commissioner to requite as a condition
of cligibility for institutional aid at the emliest possible dite or student aid
prior to June 30, 1973 that the institution supply such cost of edncation
data as mav be in its possession (Education Amendmems of 1972, p, 200),

The law that finally passed relating to cost of education data reads
as follows:

Sec. 1206, The Commissioner mav 1equire as a condition of cligibilitv of
anv institution of higher educition—

1. for institutional aid. at the earliest practical date, o

2 for student aid. after June 30, 1073,
that snch institntion supply such cost.of -cducizion data as mav be in the
possession of such institution (Fducation Amendments of 1979, p. U,

It is critical to note that the Linguage of Scction 1206 uses the phrase
“may require” in much the same way that the Securities Exchange
Act states “may prescribe.” This s particulardy important because
controls by the Securities Exchange and the reporiing of business cor-
porations that are engaged in interstate conmmerce is clearly the
prerogative of the federal government. Fducation, of cowrse. is not
reserved o the federal government and. as was noted in Chapter 1.
has been interpreted many times to be a state function. The fed-
cral involvement is limited to those aspeces that are funded as a result
of federal tination and budgeting, Thas, it is important to emplhiasize
that in business. which is dearly o national respomsibility, a major
regulatory ageney ol the federal government has chosen to work
through a voluntary nonprofit association in establishing some of the
rules. and particularly the principles and methods of reporting, de.
veloped by a voluntary nonprotit ageney, The G0acar history of gen-
erally accepted accotnting principles and auditing st.adards, de-
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veloped coopermively with both the Federal Trade Commission and
later with the Securities and Exchange Commission, provides excellent
precedents that can be applied to the field of postsecondary educa-
tion accreditation.

‘The characteristics of the “‘tasks™ to be performed in corporate
auditing and educational institutional accrediting are somewhat
comparable. An appropriate attitude iv basic to both. It is important
that the judgments be formed and expressed on the basis of the
evidence that is “reasonably available,” 'The auditor must take an im-
partial position in conducting the investigation and in preparing and
expressing judgments in the reports that result from this investiga-
tion.

Respected authorities on the philosophy of auditing have comment.
ed that auditors are similar to other social scientists and must make
judgments on problems of fact and problems of value. Problems of
fact are more easily handled than value judgments, whether in
analyzing a business corporation or an educational institution. Audi-
tors have

such problems of value as (1) consideration of the desivable extent of
disclosure in a given case. (2) deermination of whether an ammal item
of gain should affect net income tor the sear or be carried to retained car-
nings. and (3) the desirability of combining or showing separately in the
financial statement items which have both similarities and differences. In
addition. auditing has problems of value at the professional as well as the
practitioner level. Not onlv does cach audit raise such problems for the
individual practitioner, but the profession as a whole must deal with such
value problems as the extent of its responsibilits for (1) the detection of
irregularities. (2) the point at which disclosure becomes detrimental rather
than beneficial. and (3) the 1cquivements of independence in the per-
formance of managerial services {Mauts and Shataf 1961, p, 22),

The auditing process tor a business corporation, especially since
it is not an exact seience, must he concerned finally with the pro-
tection of those who read the finaucial statements or reports atd
whose decisions are made on the basis of these reports. In this re-
gard, eight hasic postulares velating 1o finandial aunditing have been
developed:

1. Financial stztements and finandal data are verifiable.

9. There is 1o necessars conflict of interest between the anditor and the
managennt of the enterprise under audit,

3. The finaucial statenents and other inforvution submitted for verifica-
cation are free from collusive and other unusaal innegularities.

4. The existence of o stisfircory ssstem of internal comtiol eliminates the
probabilits of inegulatitics,
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5. Consistent application of geneially accepted principles of accounting re-
sults in the fair presentation of financial position and 1the resulis of
operittions.

6. In the absence of clear evidence to the contrary, what has held true in
the past for the enterprise under examination will hold true in the
future.

. When examining financial data for the pimpose of expressing an in-
dependent opinion thereon, the auditor acts exclusivelyv in the capacin
of an auditor,

8. The professional status of the independent auditor imposes commensu-

rate professional obligations (Maulz and Sharaf 1961, p. 42).

-2

With some slight modification and changes in terminology, these
same postulates might very well be applied to the process of in.
stitutional auditing and acerediting. The verifiability of data, de-
vermination of adequate sampling. and probability theory would be
characteristic of hoth business and educational institutions.

As certifying agents, auditors continually face the problem of re-
sponsibility for their judgments and their reports. Where judgments
and sampling are so critical, it has heen extremely important that
rules of professional conduct be developed along with the generally
accepted auditing standards and careful codification of statements
on auditing procedure.

Standards for accounting information are basically developed
in four different areas: (1) relevance, (2) verifiability, (3) freedom
from bias, and (1) quantifiability. These standards are useful in
evaluating potential accounting information and for including or ex-
cluding material in reports. In determining relevance the information
should be useful in, or have the potential for, exerting influence on
appropriate and needed actions, Therefore, it must be in a form
and presented at a time that will be of use. To be verifiuble the in-
formation should allow “qualified individuals working independently
of one another to develop essentially similar measures or conclusions
from an examination of the same evidence, data, or records” (Ameri-
can Accounting \ssociation 1968, p. 10). Because accounting informa-
tion may serve parties with opposing interests, there should be no
question about its verifiabiiiiy. Bias in accounting information can
occur it inappropriate tedhniques aie used or if the data is of a
personal nature. Bias that serves one party would be detrimental to
the interests of ather persons and. as a consequence, biased types of
information are particularly inappropriate for external wuse. Finally,
since much tinandal infoimation is expresed in monetary terms, a
great deal of auditing information is quantifiable. Any accounting
data outside of quantificd amounts require special care and place
specdial obligation on the auditor involved.

b
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Guidelines for making auditing information available include:

1. Appropriateness to expected use.

2, Disclosure of significant relationships.

3. Inclusion of environmental information.

4. Uniformity of practices within and among entities.

5. Consistency of practices through time (American Accounting Association
1968, p. 14). )

The reports need to be developed to meet the nceds of potential
users. Special informational needs of particular groups should be
separate from general reporting and clearly stated as such. Significant
relationships should he clearly shown so wsers can understand the re-
port and “cvaluate the underlying activity generating the data”
(American Accounting Association 1968, p. 15). Environmental in-
formation is critical since it describes the conditions surrounding the
collection of data as well as the preparation of the report. All of the
circumstances and the methods involved need to be delineated care-
fully so that external users will clearly understand the complete
environment in which the data were collected and reported. Uni-
formity is vital and is dependent uponr a consistent system of termi-
nology, classification of data, and consistent and exact measurement
of those items that can be measured precisely. Finally, since trend
data is often of value in auditing reports, it is important that various
points in time and various time segments be reflected in the re-
port or series of reports. Since change is necessary in any society,
complete uniformity of reporting over a long period of time ma;
introduce bias. But, “. . . a sense of reason an-l good judgment >hould
prevail to provide answers to problems caused by a degree of con-
flict among the several standards and guidelines” (American Account-
ing Association 1968, p. 18).

Over the four decades since the Securities and Fxchange Commis-
sion was first established, the American Institute of Accountants has
developed (1) auditing standards as the underlying principles that
control the nature and extent of the evidence to be obtained, and (2)
auditing procedures that spell out the details of the auditors’ work.
This includes the methods by which the auditor has obtained ana
referred to such specific evidence as cost records, invoices for pur-
chases, published quoted prices, subsegnient selling prices, gross-profit
tests, and other similar details. $ome of the various commissions men-
tioned earlier have worked ditigently at codifying statements of
auditing procedure and delineating in considerable detail the form,
meaning, and significance of the auditors’ reports.
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The differentiacion between the short-form and the long-form re-
port may be of particular interest and value to persons interested in
educational audits. Of course, the required 8-K report of the Securi-
ties and Exchange Commission is a key report for all large corpora-
tions and the approved report form has become very significant. If the
federal government should require a particular form of reporting be-
fore institutions are allowed to receive federal funds that are ear-
marked for postsecondary institutions, the form of the report could
become exceedingly critical. The short-form reports of business
auditing include eight key elements:

1. The Date

2. The Salutation

3. An identification of the statements examined

{. A statement of the scope of the examintion

5. The opinion introduction

6. A reference to fair presentation in conformity with generally accepted
accounting principles

7. A reference to consistency

8. The signature (The Auditor’s Report . . . 1967, p. 2).

Since time is of considerable importance in financial statements,
the date of completion of the report and the opening statement by
the auditor are extremely important. The report is normally ad-
dressed to stockholders of a company, the Board of Directors, or both,
and *“‘the short-form report is used almost universally in connection
with the auditor's examination of financial statements intended for
publication” ( The Auditor’s Report . .. 1967, p. 21). As will be shown
later, a number of postsecondary institutions are developing reports
with similar salutations.

In contrast, long-form reports go heyond the basic financial state-
ments and

. ordinarilv include details of items in the statements. statistical data.
cxplanatory comments, and other informative material, some of which may
be of a nonaccounting nature. These reports also miay contain a more de-
tailed description of the scope of the auditor’s e-amination than is con
tained in the short-form report. As in the case of all auditor’s repouts,
an auditor's opinion covering a long-form veport must comtain a clear-aat
indication of the character of his examination and the degree of e
sponsibilits he is taking for the data contained in the report (The Auditars
Report . . . 1967, p. 21).

Both the short-term and the long.term reports are statements that

. constitute minagement’s 1epresentition as to its stewardship of the
husiness enterprise. The auditor. in issning a report on financial state
ments, provides a professional opinion as to whether the representitions of
management. as contitined in those statements, present fairly to all uvers of
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those statements the company’s financial position and the results of it
operations (The Auditor’s Report . . . 1967, p. 22).

Sume of the problems and conflicts that have caused ditficulties
for auditing firnis could alse occur in postsecondary education if
educational auditing develops, and thus some of the current problems
in business auditing may be of some interest. Many of them develop
because auditing is not an exact science, judgment is necessary, and
values may be critical in a given situation. Some instances fotiow.

1. Business corporations and companies hire and pay the auditors,
If there is a serious disagreement, there may be a change in auditing
firns. In November 1971 the Securities and Exchange Commission
established the so-called “auartor-change rule” requiring that the con-
flict between the corporation and the auditors be detailed in the
public, 8K reports filed monthly with the Securities and Exchange
Comuission. In some cases the change in auditors has indicated that
a company was having serious problems and occasionally has led to
a special investigation by the Securities and Exchange Commtission. In
cducational auditing it may be desirable to review carefully the man-
ner in which an auditing firm or team is chosen,

2. Relationships between an auditing firm and the corporation
or business it may audit could become delicate. The Wall Street
Jowrnal raised this question regarding Arthur Young & Company
(March 21, 1974, p. 6). Arthur Young & Company. which is one of
the accounting profession’s dominant “Big Fight” firms, borrowed
large sums from one of its client banks. In justification it was stated
that ti.e loan had been discussed with the Securities and Exchange
Corni. ission, which did not object. However, two of the “Big Eight”
firms, Peat, Marwick, Mitchell & Company and Haskins & Sells, indi-
cated that they have a company policy that prohibits borrowing from
client-. Obviously, members of accrediting teams or educational audit-
ing teams would have to be chosen carcfully to avoid any possible
conflict of interest with the postsecondary institution being audited.

3. When the auditing firms themselves are questioned regarding
their procedures, it has become desirable to have a “peer review”
to determine the quality control procedures wsed in conducting a
corporate audit In some cases the Securities and Exchange Com-
mission has required such reviews to further verify and provide
“quality controls™ of particular firms and specific andits.

These three specific instances illustrite problems that have arisen in
the development of accounting principles and procedures from a
voluntary agency that are applied by profitmaking auditing firms.

18
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‘The interplay between the federal agency, the voluntary, nonprofit,
public interest group and these firms has been and will continue to
be of critical importance.

A continuing body setting the accounting standards has been
in operation for four decades. However, the structure has been
changed a number of times and recently another major change took
place. The Accounting Principles Board, which operated from 1959
through 1973, has just been replaced by a new Financial Accounting
Standards Board. The previous board was made up of 18 nonpaid
parttime members, most of whom vere active partners in accounting
firms, and included one from each of the eight major national ac-
counting firms. Although many changes and practices had been de-
veloped by the Accounting Principles Board, it became necessary to
make major changes and these have just gone into effect in the last
2 years, The new fulltime Financial Accounting Standards Board is
smaller. Its members will be “adequately remunerated.” Membership
on the new FASB will include not only accountants but also con-
cerned professionals from related groups. Since setting financial
standards in this fashion is a joint private-public venture, a non-
profit foundation has been established with a board of trustees and
a large advisory council. These groups will exert control over the
Financial Accounting Standards Board and provide wide input into
its efforts. Thus, the private body which has the duty to set standards
will have widespread support and no serious conflicts of interests.
Its work should be done effectively and rapidly, since it is small and
highly competent,

There are a number of critical differences that would exist between
a system of institutional educational audits and auditing of the
type dexcribed for the business community.

I. The financial audit of a postsecondary institution would be only
a part of the total education audit. A complete educational auditing
progrant would include annual evaluation of departmental and insti-
tutional achievement of carefully prepared objectives, both general
and specific, with due recognition of a-uiiable resources. This must
incorporate the best “output™ based upon *reasonable available”
data indicating: (1) the success of students who attended the institu-
tion; (2) when appropriate, contributions to our own developing
knowledge base: and (3) the effects of community and public services
by the institution.*

*Sce Dickev and Miller (1472) for a discussion of current trends in accrediting
pracedures.
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2. Regional acerediting systems that have grown to nationwide
operation since World War IT provide a mechanism for establishing
institutional educational auditing committees. Normally, there has
been informal contact hetween the regional acerediting commission
and the postsecondary institution regarding the acceptability of ac-
crediting team members—Dbut the final choice has been by the re-
gional acerediting commission rather than the institution.

3. Where a business can change auditing firms, a greater po:ential
for conflict of interests exists, even though auditing ethics require
communication from outgoing to incoming auditors.

4. Accrediting agencies are not policing bodies but are charged
with making overall judgments regarding the quality of the post-
secondary institwtion and its programs to sec that it meets the ma-
jority of the accrediting commission standards.

5. Regional accrediting commission reports normally have not been
published and there is no public reporting system beyond a mere
statement of accreditation in the institution’s catalog. This does not
seem to fit the current demand for accountability and consumer pro-
tection. In this regard the short-form and long-forr1 systems of the
auditing profession may have some application in institutional educa-
tional auditing.

6. Auditing in the business sense has become a separate, fulltime
profession. At the present time educational auditors, working as a
part of accrediting teams from regional or national accrediting as-
sociations, are parttime specialists. Sometimes they donate their time
as a public service or are paid only nominal sums. As the demand for
accountabilitv and more complete institutional educational reporting
grows, fulltime educational auditors may develop.

There are a number of lessons to be learned from the development
of the auditing profession since 1934, There is a need for fulltime
persons sctting the standards rather than parttime persons devoting
sporadic efforts to it. There is a need for a specific research staff to
be working on institutional educational auditing principles and pro-
cedures. Through the process that has developed between the fed-
eral regulatory agency (first, the Federal ‘Trade Commission and then
the Securities and Exchange Commision) and the accounting and
auditing profession, the critically important matter of the establish-
ment of standards and procedures has been left primarily to the pro-
fession. Finally, the obvious necd for continuity seen in the business
and corporate auditing field must be available in the educational
field. Current problems with the wide variety of postsecondary educa-
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tion intitutions and the proliferation of acerediting associations
empha .ize this point. The criteria that have been developed over the
past 60 years in institutional educational auditing are a good base on
which to build.
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Current Criteria Used in
Institutional Accreditation

The Federation of Regional Accrediting Commissions of Higher
Education, the coordinating agency for the regional accrediting com-
mission at the postsecondary level, provides the following reasons for
institutional accreditation:

(1) fostering excellence in postsecondary education throtugh the develop-
ment of criteria and guidelines for assessing educational cffectivencss:

(2) encouraging institutional improvement of educational endeavors
through continuous self-study and evaluation:

(3) assuring the educational community, the general public. and other
agencies or organizations that an institution has cleirly defined and
appropriate educational objectives. has establislicd conditions under
which their achievement van reasonably be expected. appears in fact
to be accomplishing them substantially, and is so organized. staffed. and
supported that it can be expected to continie to do sol

{(4) providing couusel and assistance to established and developing institu-
tions;

(5) proteciing institutions against encroachments that might jeopardize
their educational cffectiveness or academic freedom.

The statement of the Federation also holds that “accreditation is
attained through a process of evaluation and periodic review of total
institutions conducted by regional commissions in accord with national
policies and procedures approved by the Federation of Regional Ac-
crediting Commissions of Higher Fducation™ (FRACHE. “Purposes
of Institutional Accreditation,” October 11, 1972).

In terms of the above purposes, each of the regional accrediting
commissions has developed standards for initial accreditation and for
periodic reevaluation of postsecondary educatioual institutions. These
standards, while couched iu different terms for each of the com-
missions, follow a fairly definite pattern and include criteria to as-
sist in determining the effectiveness of the institution in such areas
as:

1. Purposes of the institution. Each institution is asked to define
clearly its purpose. and 10 incorporate into this statement a pro-
nouncement of its role in the educational world The institution’s
integrity is measured not only in tevms of its stated purposes, bhut also
in terms of its conscientious cndesvor to tulfill these purposes.

2. Organization and administration. Standards dealing with this
general area indicate that a similar pattern of organization for all
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member institutions is neither expected nor required; however, the
administratis * processes should be well defined and understood by the
entire college community. The standards also cover the governing
hoard and its relationships to the institution and its faculty, staff, and
students. Most of the statements of standards indicate that in order to
promote a proper balance between the diversified activities of com-
prehensive institutions, the administrative structure of the institution
must be designed in a manner as to enable each division tu develop
and perform fully its unique responsibilities as defined by the stated
purpose of the institution.

3. Educational program. The most consistent element of the stand-
ards relating to the educational program is that of ascertaining that
the purposes of the institution are carried out through the program
of education. This relationship between purposes and progrim must
be demonstrated in policies of admission, content of curricula, re-
quirements for graduation, instructional methods and procedures, and
quality of work required of the students.

The process by which the curriculum is established is also & concern
of the various postsecendary accrediting commissions and it is clearly
indicated that the process should recognize the various roles of the
governing board, the administration, the faculty, and the students.
Some of the commissions are more specific than others. For example,
some criteria require that at least one-fourth of the total credits for a
degree must he devoted to general education, with one component
of courses designed to develop skill in oral and written communica-
tion. Other commissions do not have such specific requirements, al-
though the implication is always present that a balanced program is
to be sought.

Standards also indicate that an effective institution depends largely
upon the general environment of the institution. Such an environ-
ment should be conducive to study and learning. One commission
states. for example, that “an institution of higher education should
endeavor to create a climate of intellectual curiosity and achievement
among its students.” The general criteria include the point that the
faculty and administration should be able to provide evidence of con-
cern for the general setting in which learning is expected to take
place.

Programs and courses should bhe supported by adequate library
holdings, instructional materials, and physical facilities. Ffficient use
of such resources is an indicition ot concern for effective instruction.
It is not sufficient 1o show that library, laboratory, and other facilities
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exist: it should also be possible to demonstrate that they are used
effectively in the instructional process.

4. Financial resources. The standards of all of the regional accredit-
ing commissions hold that the financial resources of the college or
univensity determine, in part, the guality of its educational program.
It is pointed ont in some of the standards that, conversely, the quality
of the educational program affects the ability of an institution to in-
crease its financial resources. The organization of the business struc-
ture and the control of financial resources should always reflect the
fact that financial resources are tools of the educational enterprise,
never the reverse. Matters of budget control; the relation of an in-
stitution to external ' udgetary control; the accounting, reporting, and
auditing procedures are also included in the standards of the various
accrediting commissions.

5. Faculty. All standards inchude reference to the recruiunent, se-
lection, academic preparation, and organization of the faculty, with
special reference in many instances to evidence of professional growth,
tenure and academic freedom, teaching loads, promotion policies, cri-
teria for evaluation, salary, and other recognitions. Several of the com-
missions include in their standards statements indicating that a cer-
tain percentage of the faculty should possess educational preparation
equivalent to 2 years of advanced study, and some indicate that a.
least 30 percent of the faculty (for senior colleges) should possess the
carned doctor’s degree.

6. Library. The library is held to be a vital instrument of instruc-
tion, not only in general education, but also in the cultural develop-
ment of students and faculty. Standards of the regional accrediting
commissions hold that the library should be administered as part of
the academic program. Especial attention is given to the library hold-
ings in those ficlds in which graduate study is provided,

7. Student personnel. Within this area of concern the standards in-
clude reference to the administration of student personnel programs,
to the academic and personal records, to orientation, to counscling, to
health service, to athletics, alumni work. ete. While it is recognized
in the standards that the specialists in student personnel work have
a unique responsibility, it is generally pointed out that all institu-
tional members have and should express a continuing concern for the
total weltare of ecach student. including his physical and mental
health, development of capacities and talents, establishment of re-
lationships with other persons, amd motivation for progress in in-
tellectual undenstanding,
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8. Physical plant. Standards of all of the regional accrediting com-
missions include reference to the physical facilities, including build-
ings, equipment, and campus. ‘The standards indicate that the physical
plant should be designed and maintained to serve the needs of the
institntion in relation to its stated purposes. Most of the standards
include a statement that a master plan for campus development shoulk!
be maintained.

9. Other standards relate to off-campus study, independent study.
and various nontraditional programs. Most of the regional accrediting
commissions also give special emphasis to standards dealing wi.h
graduate programs, pointing out that distinctions between uncler-
graduate and graduate work should be observed. Some of the ac-
crediting commissions include research as a part of the graduate
ssandards, while others separate the standards relating to research.
Various approaches are employed in stating the standards for master’s
degrees, specialist’s degrees, and doctor’s degrees; however, in all cases
conditions are sct forth for degree requirements and in most cases,
periods of residence are included.*

In the Study of Regional Accveditation of Institutions of Higher
Education, prepared for the Federation of Regional Accrediting Com-
missions of Higher Fducation by Claude E. Puffer and staff, the fol-
lowing additional questions were suggested as desirable elements in
any institutional accrediting visit:

(1) What educational and styncturai  (administration, governauce, etc.)
innovations have been adopted since the most recent recvaluation? De-
scribe and indicate the degrec of success.

(2) What special assistance has been provided by the institution in the
education of the disadvantaged? Describe and indicate the degree of
SUCCOSS.

(3 What do your analstical studies show concerning the effectiveness of
vour educational programs? What direct evidence do vou have of in-
stitutional contributions w or responsibility for mprovements in vour
students? What tests or other measuring devices are used and how
effective and appropriate are thev? (1970, p. 216)

Dr. Pufter indicates in his study that one of the major problems

*Materials used in the above summaries include the standards of postsecondary
comntissions of;

Middle States Association of Colleges and Secondiny Schionls

New England Association of Schools and Colleges

North Cential Association of Colleges and Secondaty Schaols

Northwest Association of Secondary and Higher S hools

Southern Association of Colleges and Schools

Western Association of Schools and Colleges
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confronting institutional acereditation is that of a shift in purpose
brought about by external forces, In the early days, the work of the
regional commissions was directed primarily to assisting member in-
stitntions 1o improve. As a matter of fact, cach of the agencies still
places this patticutar purpose high on its list of functions. While
providing a list of approved or aceredited institutions for the general
public has alwiays been a part oF the function ol cach ageney, this was
viewed as g secondary function. But as the judgment of regional agen-
cies becme a basis for determining whether institutions received fed-
eral fumds (and at an carlier date, whether they would receive founda-
tion grants), the public responsibility of the acerediting agency has
hecome greater,

Recent conrt cises emphasize even more the nature of public ac
countability, Presures may be bailding to the point whae the in-
house  function—improving  individual institutions—though  im-
portant, will become a secondary function. While acerediting agencies
mats continne 1o emphasize as the primary purpose of their existence
assisting nrember instintions to improve, as far as the general public
is concerned, the primary purpose of accreditation appears to be that
of certifving the level of guality of an institution or program. If this
is the case, the acerediting ageney takes on more of the characteristics
of a public regulatory commission with i responsibility for protecting
the public. It becomes less oriented toward the membership and more
toward the public as a whole.

If the public accountability function increases in significance, the
orientation of the agendies will abmost inevitably shift. The mauner
in which criteria are established and the wav in which the criteria are
applied in evaluating  institutions may  incresingly  come  under
public scrutiny - (Puffer 1970, p. 261),
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A Plan for Evaluative Auditing
in Postsecondary Education

The sccond report of the Newman Task Force made a determined
call for “full discosure” regarding program characteristics and evalua-
tions in the postseccondary educational institutions of the United
States (Sccond Newman Report . . . 1973). A recent report entitled
Public Accreditation and Public Eligibility by Harold Orlans and
others has indicated that at the present time

Accrediling agenci.+ disclose littie more than their formal atandards
and the names of accredited institutions—not the names of those which
were denied accreditation. disaccredited. put on probation, found in non-.
compliance with designated standards. or which have never applied for
accreditation, The Office of Education discloses little more thun its criterin
for recognition and the names of recognired agracies—not those denicd
recognition or recognized for reduced terms o1 the criteria with which thev
have not complied (Orlans 1974, Volume 11).

At the present time the movements toward greater federal control
of the entire process of accreditation of postsecondary educational
institutions have developed primarily because of increasing funds
being channeled from the federal budget into postsecondary educa-
tion. James D. Koerner has quoted in a public article an internal
statement from the Federation of Regional Accrediting Commissions
of Higher Education that graphically illustrates this problem.

For the past two and onc-half years. the six regional accrediting as-
sociations have operated as service agencies for the U.S. Office of Education
in helping to dectermine the eligibilitv for participation in federal aid
programs for newly founded institutions. The decisions involved in thes
cases have heca made explicitly for this purpose and have been shared
onlv with tie USOE through correspondence related to each institution
considered. In effect, it mav be construed that the regionad accrediting as
sociations have broken with their tradition of complete autonomy and
have become party to an implied contract with the 1'SOFE.

This relationship with the USGE appears to have serioush altered the
philosopliical and opcrational independence of the regional associations
from government entanglements (Roerner 1970, p. 1),

As has been clearly demonstrated in Chapter 2, there is a strong
case for voluntary professional organizations to determine the educa.
tional principles and standards to be applied. the procedures to be -
followed. and the reporting systems to be used. There is cven greater

27

. 36
ERIC

Aruitoxt provided by Eic:



Q

ERIC

Aruitoxt provided by Eic:

cause for following such a system in postsecondary education, since
this function is specifically excluded from the Constitution of the
United States and has been determined many times te be the re-
spomsibility of the individual states.

The current emphasis on constiner protection and funding of
postsecondary education on a “merit-policy basis” through the student-
consumer contributes a great deal to the demands for improved ac-
crediting procedures and a move toward fully reported institutional
evaluative audits. \ number of examples can be cited, both state and
federal. In 1971 protective legislation for students was introduced
in H7046 in Rhode Lland (Education Corinission of the States 1974,
p. D. All correspondence, vocational, and professional schools operat-
ing for profit would be required to provide prospective students with
their record of job placements for the previous 2 years. In the 93rd
Congress of the Urited States, H.R. 11927 was introduced by Con-
gresman Bell and Congressman Pettis and described as the “Post-
secondary Education Consumer Protection Act of 1973." The bill
states that “the Nation has suffered substantial losses of human, fi-
nancial, and educational resources becanse of the unethical actions of
some administrators, tecruiters, and other persons associated with
eligible postsecondary educational institutions” (HL.R. 11927, p. 2).
The bill defines postsecondary educational institutions to include

.+ . an academic. vocational. technical, home sturdy, business. professional,
or other school, college. or university, or other organization or person,
offering instruction or educational services primarily to persons who have
completed or terminated their secondiry education or who are hevond the
age of compulsory school atiendance in their respective States. And the
term ‘education® includes. but is not limited to. anv class, course. or
program of training, instruction. or study (H.R. 11927, pp. 3.-4).

The Secretary of Health, Education, and Welfare would establish
an advisory committee on accreditation and institutional «ligibility
that would be required to conduct a study of all approved accrediting
associations. Further, the bill would require each institution to have
.. statement in plain, clear, and understandable language regard-
ing the objectives of its program of education or training™ (H.R.
11927, p. 3). It also would require cach institution to provide students
and other interested persons with a catalog or brochure that contains
information describing at least twenty-two specific items:

. the programs offered. program objectives, definition of educittional
credentials awarded. length of progrann, schedule of tuition, fees, and all
other charges and expenses necessary for completion of the coutrse of sinds,
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amcellation and refuad policies, and such other matetial facts concerning
the institution and the program or course of instrudion as are 1easonithhy
likehy e atfect the decision of the sudent to emoll therein, amd that such
information is provided to prospedtive students prior to emollment. T hat
the institution provides students and other interested persons with o dis
dosiure statement of its financial status. business relations, il other
welevant information 1egarding the faivness, legalits, and solvencoy of its H
nancial sitnation, and that such a statement is provided to prospective
students prior to enrollment, That the educition, moal chanace, ethiol
practices, and experience qualifications of divectors, administrators, super-
visors, and instriactors are such as mas acasonably insture that the students
will receive fair administrative treatizent and cducation consistent with the
objectives of the course or program of studv. That the institution has
adequate space, cquipment, instructional materials, and personnel, where
appropriate. to provide education of good qualits, That the quality and
content of cach comse or program of instruction, tuining, or studs e
such as iy reasonably and adequateh achiew the stited  objective for
whirh the conrse or program is otfered. That upon sitistactoy com-
pletien  of tiaining. the student is given apmopriate cdncitional  ore
dentials b said institution. indicating that said comse or comses of in-
struction or stidy  have been satisfactoribv completed  In o said  stadent,
That accurate auditable finandal records accommting toy aeceipt and ye-
fund of guaranteed student Joan proceeds, and 1ecords to show attendance,
progress, or griades are maintiined on the premises: and that satisfactory
standards are enforced relating to admission, attendance, progress. and
performance, That the institution is maintained and operated in com-
plinnee with all pertinent ordininces and laws, including rales and regn:
fations adopted pursuant thereto, reliative to the safety and health of all
persous upon the premises. That the institution is finandially sound and
capable of fulfilling its commitments to students, Th it neither the in.
stitution nor its agents engage in advertising, sales, ocllection, credit, or
other practices of any type which are fidse, deceptive, misleading, or un-
fair. That the institution has a fair and equitable caneclation and 1efund
policv: that all uncaumned tiition from guarameed student loan proceeds
is returned to the student's account with the lender (or other holder of
the noted: that such refunds be on a timehy basis {within thirtv divs of
the student's last dav of attendance): and that failure to comply with these
iequirements shall be canse to remove the appioved or accredited  statns
fand the institutional eligibility) of such institwtion (H.R. 11927, pp. 5-8).

This bill is quoted at length because of the importance of such a

change insofar as aurrent accreditation processes are concerned. The
Federal Registey would be required to publish a final list of approved
institutions, induding the specific  departments and courses and
business institutions that have least approval or accreditation or whose
applications were not accepted. Finally, the bill provides that

Q
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It is the sense of the Congress that the seveial States shoubd emet laws
for the approval or acoreditation of postsecondany educational instititions
and authorization to grant degees. Such laws should establish standards
for approving entities that will inane proper business procedines within
the industry and could atilize model egislation plans and the wealth of
recent stieds in drafting statntes for this purpose ¢1LR. 11927, po 1.
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Enumeration of the many items that are specified in this pro-
posed bill for inclusion in the catalogs of approved postsecondary
educational institutions coincides very explicitly with most of the
current standards required by voluntary regional accrediting associa-
tions.

Some postsecondary educational institutions have already made
steps in this direction. For example, Fast Carolina University in
1970 published a very significant report entitled, “Report tc the
Stockholders.” In 1978-1974 Northern Michigan University published
the President’s Report to Sharcholders in Noithern Michigan Uni-
versity and defined the sharcholders as “taxpayers, students, parents,
faculty and staff’ (p. 1). President Jamrich stated that this report
“.. . is an accounting of some of our major efforts and events of the
past two years . . ."” (President’s Report to Shareholderys. . . 1973, p. 1).

Another illustration comes from Brigham Young University that
during 1973-1974 developed an Agenda for Gollege Audits which was
carried out with meticulous detail and included special reports for
each of the separate colleges, schools, and departments for the past
2 to 4 years (Special materials from the academic vice president of
Brigham Young University). A final illustration is from the state of
Washington where the Legislative Budget Committee instructed the
Legislative Auditor to conduct a performance audit of the Washington
state Community College System, with particular attention to the
Cost Maodel problem and Projection Methodology. The memo from
the Legislative Budget Committce, dated November 19, 1973, pro-
vided this description of the nature of a performance audit:

A ‘management’ or a ‘performance’ audit is cssentially a svstematic and
objective appraisal of the quality of management, dirccted toward de-
termining whether an agency (postsecondary educational state institution)
has discharged and is discharging its responsibilities to faithfully, efficiently
and cffectively administer its designated state programs. The final project
of the audit is an evaluation and report to the legislature concerning the
discharge of responsibilities. Faithfulness refers to whether the programs
have been administered in accordance with promises made to the Legis-
lature and the expression of legislative will (legislative intent). Effective-
ness refers to whether planned program objectives are being achicved and
efficiency refers 1o whether program accomplishments ate being achicved
through utilizing the least costly combination of resources and with a
mintimum of waste (Haszard, November 1973).

These background data suggest that institutional evaluative auditing
in postsecondary educational institutions is upon us. It conld be car-
ried out in at least three ways:

1. By adapting the methods of evaluation and the reporting sys-
tems used by regional accrediting associations;
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2. By state agencies operating in a fashion similar to the itlustration
from the State of Washington quoted above:

3. By federal agencies following the pattern which is implicit in
H.R. 11927.

It appears to the authors that a system of institutional evaluative
auditing developed by the regional accrediting commissions is the
preferred system of the three suggested. In pursuing this alternative,
it is essential that s« me serious modifications be developed in a
number of aspects of the voluntary accreditation system.

I. A short-form and a long-form report similar to that described for
use in business auditing appears to be necessary. The short-form report
should be developed for inclusion in all catalogs and major brochures
published by postsecondary educational institutions for their various
constituencies.

2. The regional accrediting commissions need to be expanded so
that their research staff and the research staff of the Federation of
Regional Accrediting Commissions of Higher Education can be work-
ing continually on the revision and adaptation of accrediting stand-
ards and procedures used in the institutional educational auditing
process.

3. The regional commissions should develop teams of expert edu-
cational auditors. If the experience of business auditing holds for edu-
cation, it will become necessary to develop fulltime professionals who
can perform this service on a regular basis and with appropriate com-
pensation. Unless the regional accrediting associations do this, some
existing profitmaking auditing firms (such as the Big 8 accounting
firms at the present time) may move into the institutional auditing
and accrediting process.

4. Programs of institutional self study, based on regular analysis of
institutional efforts to achieve their stated objectives, should be carried
on continuously. Within each institution skilled educators need to
monitor and implement this process on a continuing basis. They
should be just as <killed in auditing and evaluative standards and
procedures as the persons sent out on institutional evaluative auditing
teams by the regional accrediting commissions.

If these four steps are accepted and put into practice by post-
secondary educational institutions, the likelihood of federalized con-
trol of accreditation—and the resulting bureaucratization and politici-
zation of the postsecondary educational institutions—may he avoided
to the ultimate benefit of students, institutions, and society as a
whole.
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