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ABSTRACT
The assumptions and the expectations of the budgeting

systems in higher education are presented'in an attempt to clarify
the magnitude of the task -of setting up a budgetary methodology. The
assumptions of effective budgeting should be identical to the
purposes of the institutions that are served.. Developing a.system
around the acquisition, storage, and transmission of knowledge,
howe'er, involves translating qualitative variables into quantitative
ones .such as credit hours Or learning opportunities, support of
faculty research, and public service ftinctions. Even more
controversial are the expectations people have about college and
university systems and budgeting methodologies. There are three
categories of people involved: the users, the distributors, and the
providers of education. Each has varying perspectives and conflicting
expectations. Users expect sensitivity and flexibility; distributors
expect equity and efficiency; providers expect austerity. and
accountability. The financial officer-must set up systems that
attempt to satisfy all of these., (JMF)
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Resource Allocation Management in Higher Education

liECHNIQUES: USE OF SYSTEMS AND BUDGETING METHODOLOGY

ASSUMPTIONS AND EXPECTATIONS IN HIGHER EDUCATION

By E. LAURENCE CHALMERS, Jr.
Chancellor
University of Kansas

The following paper was presented by Dr. Chalmers
at the 1972 Annual Meeting of NACUBO in Denver.
He was one of three speakers (along with Ben.
Lawrence of NCHEMS and Eugene E.Aohen .of the
University of Miami) to address the assembly on

----j-rtiy--LL on the topic of systems and budgeting
methodology.

NEWCASTLE WITHOUT COAL js a more likely,
scene than a NAWBO membership witlVout sophis-
ticated knowledge current and developing, budget-
ary systems. The real hazard of carrying coal to New-
castle is that one's 'coal will be found to be an infior
brand. Accordingly, I will not atte pt to add to the
sophisticated experience of our speak from WICHE,
and I know better than to attempt to, e ulate the bud-
getary acumen of my long-time friend d colleague
from the University of Miami. Let me s ak instead
from. the perspective of my Own backgrou c and ex-
perience.

Among other things, I am a contributing a mnus
to a private university, a contributing taxpay r, to
three public colleges and three public universities,
and a contributing parent paying out-of-state tuition
to still another public university. In that sense I

would try to speak for those who provide the funds to
higher education; for contributing alumni and alumni
boards, for taxpayers and legislators, and for parents
of college students. I have also been a distributor and
a user of these funds; as a professor of psychology, as
a program director, as a dean, as a vice president, and
as a chancellor, and I will try to speak for those-who
distribute and use these funds.

Let me set the stage for these remarks by reverting
to my original university employment as a faculty
member in psychology. A few years ago many behav-
ioral psychologists avoided any reference to ttie
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highly complex functioning of the brain by advocat-
ing a "black box theory of behavior. It was, they de-
clared, 'relatively unimportant whether one under-
stood what occurred in the brain as long as one
observed, carefully, all of the stimuli (inputs) and
responses (outputs)." I want to.apply a form of "black
b
ing
ox" theory to the topic, "Use of Systems and Budget-

'
-

' Methodology." I will overlook the highly complex
functioning of these systems and methodologies at
our colleges and universities, and focus instead upon
the stimuli (i.e., the assumptions) and the responses
(i.e., the expectations) of these systems. My presidential
colleagues would agree that we are more than willing
to leave the budgetary legerdemain in your capable
hands, provided that: (a) you use only the best
assumptions that enter into college and university
budgeting and information' systems; and (b) you meet
all of the expectations different people have for these
systemsfaculty expectations, expectations of govern-
ing boards, of state legislatures, of alumni, of parents,
of the public, etc. Before you surge forward to take
advantage of this unusual offer, let me-remind you of
something you already know, to wit, that these condi-
tions are impossible to meet. No budgeting methodol-
ogy or systems approach can make contradictory
assumptions or conflicting expectations compatible.
Yet I wonder how many people who are critical of
your efforts, or of mine, realize this impossibility.
Perhaps to make overt some of the assumptions and
expectations of budgeting systems in higher education
will help to clarify the magnitude of the task and gen-,
erate greater toleraIrce-on the part of our critics. ff

Properly, the assumptions of effective budgeting,
should be identical to (or at least isomorphic with
the purposes of the institutions that are served. Goo
at least we have a starting point. To some degree fia
other, every one of our institutions is engaged in
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acquisition, storage, and transmission of knowledge.
Develop a budgetary system around these three activ-
ities and we are in business. Well, not quite "in busi-
ness," since any procedure to allocate salary dollars,
equipment dollars, spacerfaculty-time; etc.,- is a numer-
ical system. This means someone must translate the
purposes of the institution into numbers. This is an
anathema to the English professor turned dean.
"Everyone knows you can't measure the contributions
of a faculty member in numerical terms," says he, as
he proceeds to submit a precise numerical salary rec-
ommendation for each and every faculty member in his

`school or college! The point is, everyone engaged in
the management of resources in higher education
translates qualitative variables into quantitative ones,
even as some among us protest that it cannot (or
should not) be done.

Quantifiable Variables of Budgetary Systems

What are the numerical counterparts to the teach-
ing, the research, and the service functions of our insti-
tutions? Properly, teaching should br_meaSured by the
amount of new learning that-tkctirs-rweighted perhaps
by someineasure of r tefiiion and transfer. We are ap-
proaching this asure in what some institutions
refer to,as " rning contracts," but, much remains to
be rfe ore we can write effective contracts in most

,..--'ar higher education. What can we, or do we, use
1 e-tneintime:s_redit hours attempted, credit hours
completed, contict hours, degrees produced, or some
combination of two or more of these highly quanti-
Uble measures presumably related to learning? Aye,
thereis the rub, "measures presumably related to learn-
i 1.',' Most of us are hooked on credit hours attempted.
Operationally, what do we mean by credit hours at-
tempted? A decade ago it meant the number of hours
a student sat in a particular classroom. Fifteen "sitting
hours" equaled one credit hour. Once we recognized
that compulsory sitting does not assure learning, the
credit hour became an opportunity to sit for fifteen
hours,. an oppbrtunity negotiated dUring a process
called registration. This is the first major assumption
that is made in khe systems approach to budgeting for
most colleges and universitiesthe assumption that
a negotiated opportunity to sit in a specific classroom
for a finite period of time is related to the amount of
learning that occurs. Fortunately, it is related. Spuri-
ous as tWe correlation may be, that opportunity to sit
showra reasonably high relationship with the new
knoledge and skills that college students acquife.
In the years ahead, there will be better methods to en-

/able us to justify and distribute scarce resources to
assure optimum learving, to insert effective learning
that does not depend upon classroom sitting, but they
await further development and wide-spread acceptance.

What are the budgetary assumptions underlying
the support of faculty research? What are the quanti-
fiable variables.of this activity? Ideally, it should be
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measured as a function of the amount of significant,
new knowledge that is generated. Now, anyone -who
has ever been a professor or has even talked to a profes-
sor knows that'the significance of new knowledge or
of new creative endeavors can be judged only by his-
tory. Yet, it is equally true that anyone who has ever
served on a promotions and tenure committee-knows
that the research performed by one's colleagues is
judged on a continuum that ranges from "pot boilers"
to "Nobel Laureate potential." Furthermore, quanti-
fiable decisions are made as a result of such judgments,
e.g., salary, number of years for promotion to full pro-
fessor, dollars of research support. The most critical
assumption in this area of budgeting is that decisions
ought to be. based upon peer group evaluations; i.e.,
that other criteria (e.g., citation index) are less desir-
able, less reliable, and less welcome.

What assumptions are implicit in the budgets for
public service functions, e.g., non-credit instruction?
One is. tempted to say that so little consideration is
given to the oft-repeated function of higher education
that there is no budgetary support, hence no budgetary
assumptions. Actually, the most prevalent assumption
in the services many of us provide is that they must be
financially,self-sufficient, and since we do not provide
them with much mote-than their own income we are
not tempted to saddle them with additional assump-
tions.

In a similar manner, the service of faculty members
to the institution, in categories other than credit in-
struction and in research, is too often taken for granted
and not considered as an integral part of the budget-
ing processes. These service activities include the in-
evitable committee work, student advising, etc.

So much for a brief review of critical assumptions-
underlying present-and-proppsed systems and bud
ing methodologies in higher education. For' better
for worse, these assumptions exist; they can, be i
proved, and they determine a great deal more a ut
how a college or university operates than most peo le
recognize or acknowledge. They warrant far great r
attention ththt has been accorded' them here or else-
where in recent years.

Much more visible, and even more controversial,
are the expectations people have about college and
university systems and budgeting methodologies. For
purposes of this half of my remarks, I would like to
overtly simplify a description of the people who are
involved and divide them into three arbitrary cate-
gories. First, there are the "users." They are the on-
campus people I will define as those who make the
most detailed decisions in the allocation of resources.
This includes, individual faculty members with con,
tracts or grants; people who make decisions about the
distribution of dollars between student assistants,
various pieces of equipment, travel, etc. It includes
department chairpersons, division directors, deans of
smaller professional schools, the chief administrative
officer of institutes, surveys, museums, etc. These are
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the "users" and they have definite expectations about
what an effective information system and budgetary
methodology ought to provide.

A second category of people who have a distinctly
different set of expectations about budgeting are the
"distributors." Depending upon the size or the type of
institution, this group may include what is often called
the central administration and/or the governing
board. In public higher education, the boards of trus-
tees, regents, curators, etc., are definitely to be included
among the "distributors." For most private, indepen-
dent, non-church-related colleges or universities; the
"distributors" are confined to the central administra-
tion' A third group of paQpIe may be described as the
"providers'or their representatives. The expectations
of the "providers" are.distinctlf ilifferent4rom those
of the "distributors" or of the "users::: The "pro-
viders." or their representatives, cleailOcicluple tax-
payers, contributing alumni[ parents, stutlent, state
legislatures, Congress, alumni boards, and endowment
boards.

Now that I have distinguished, albeit somewhat
arbitrarily, three groups of people, I will examine in
greater detail what each group expects to be accom-
plished by a sophisticated systems approach and mod-
ern budgetary methodology.

Varying Perspectives and Conflicting
Expectations: Users, Distributors and Providers

--

For the "user," two issues ar te<ropermost. Does the
system contain enough sensitivity to adequately repre-
sent the needs of the department (institute program,
bureau, division, etc.) and is the methodology suffi-
ciently flexible to respond to changing needs? A third
concern, related to flexibility, is whether the system
recognizes the authority of the local unit to distribute
resources flexibility is a necessary but not suffi-
cient condition for decentralized authority), A few
brief examples of "user" expectations will suffice 'since
most of the examples are familiar to all, of you. The
chairperson or dean, of fine arts expects the system to
recognize that painting, sculpturing,oice instruction,

and teaching instrumental music are more often lim-
ited by the number of contact hours that are possible
each week than by the credit hours produced. The
chairperson of chemiStry expects recognition of the
fact that a doctoral student requir9S X square feet of .

sole -use laboratory space. The chairperson of the his-
tory department expects the system to recognize a far
greater need for library books in history than for most

`they departments or schools.
"User" expectations of flexibility are illustrated by

tht need: (a) to replace a departed faculty member with
one or more graduate assistants; (b) to place large sums
of money into equipment purchases on a one-time-
only basis; and (c) to move resources from printing

.

charges to the purchase of more computing finw as the
need for one diminishes and the need for the otlitr-i-
creases. / -- ---...,.._

If these expectations of sensitivity and flexibility
are not met the system will be under constant attacks
from within. Moreover, it should not be assunied that
either the "distributors" or the "providers" share
these expectations, any more than it can be assumed
that "users" lie awake at night concerned that they
might have more than their fair share of the instiju-

.,
tions resources.

This brings me to the expectations of the "distrib-
,utors." For this group of people expectations of equity
and efficiency are uppermost. The college or university
president who is not concerned about, equitable dis-
tribution of resources between units on his or her cam-
pus will fill an even shooter term as president than the
current average of four years. Similarly, the goVerning
board that is responsible for two or more institutions
must be concerned with equity, and should insist upon
systems and budgetary methodologies that make it
convenient to constantly assess the allocation of re-
sources. The seconcl.major concern of the "distributor"
is closely tied to the responsibility for multiple, com-
peting budgetary units. This is the expectation that
the system can ferret out unnecessary redundancy and
thus assist decisions that will result in greater effi-
ciency. This concern of the "distributors" should not
be confused with budget cuts that- reduce the quality
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of instruction and research, or result in the demise of
total programs. The "distributors" are concerned
about wasting funds that could be redirected more ef:
fectively elsewhere on campus. They are not usually
prone to eliminate funds.

. Again, several examples may help to illustrate the
expectations that "distributors" have about informa-
tion systems and budgeting methodologies. With 'ref-
erence to equity, die governing board of multiple
institutions exAect.sta system to reveal whether it costis
more to teach freshman English on one campus than
on another. The president of a college or university
eiCpects the systetn tQ provide data that will permit the
ranking of campus construction projects, or to help
determine whether secretarial services are equitably
distributed among the faculties of the several depart-
ments, schools or colleges. (I need not add that the
game plan of Some "users" is to resist being compar-
able to anyone or anything else. To be unique is to
resist equitable treatment!) In sum, the equity expecta-
tions of "distributors" translates into a concern about
whether there is comparable support for comparable
effcill. In a period of diminishing support for-higher
education, it is most likely that information systems
and budgetary methods will be expected to provide
greater data about inequities of distribution. than ever.

Examples of efficiency as perceived by the "distrib-

-utors" also occur with increasing frequency. Govern-
ing boards expect information and budgeting systems
to reveal what savings, if any, would result from limit-
ing degree, programs in a 'given subject to a single
campus; e.g., "Can the State afford two doctoral pro-
grams in nuclear physics,2" Presidents and vice presi-
dents expect budgetary systems to provide similar
information about multiple units on the same campus,
e.g., to indicate whether the department of psychology
and the school of business teach essentially the same
course in introductory statistics, whether the depart-
Mein. of English could teach its Chaucer course every
other terra. to twenty students 'rather than every term to
ten students. InfOrMation of this type may be derived
from information, systeMS-thut assess the costs of in-
struction, the allocation of space,---tkdistribution of
secretarial time, etc.

Our third group of peorlier the "provid s," have
another set of expectations about systems and 13u get-
ary methodologiesexpectations that empha e
austerity and accountability. Accountability for the
"providers" goes well beyond the requirements of a
yearly audit to certify that all funds were expended
within the constraints of policy and law. Increasingly,
the "providers" want budgetary information to show
which areas, programs, departments, etc., recei ed
what es of support. "How much of the state pro-
priaiio (or endowment, or tuition payments) as used
to strpp )rt faculty research?" "Is undergr uate edu-
cation tting a fair shake?" These are questions of
accoun bility for which the "prove s" expect ans-
wers. These are expectations have
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abOtit the development of information systemS and
budgeting methodology to which all of us must be in-
creasingly sensitive.

Their concern' with austerity is an inevitable
counterpart to their concern with accountability.
"How much is the program in Tongotiki costing?"
Implicit is the question, "Can we afford it?" "What
(ies each degree in elementary teaching of art cost the
taxpayer (the alumni)?" Implicit is the question,"Does
society need more art tachers?" Those of us who are
among the "distributors" cannot presume to provide
final answers for the "providers." We must try, how-
ever, to assure that the systems we develop and apply to
budgeting for higher education will yield the types of
information the "providers" need if they are to con-
tinue to provide maximurn support.

I have the distinct impression that I have barely
scratched the surface of the multiple and frequently
contradictory assumptions and ekpectations which
surround the development of increasingly sophisticated
systems of resource justification, allocation, and ac-

. counting in higher education.
In summary, it is perfectly clear to me that a ou.

need to do, in your capacity as the chief finaiilial of-
ficers of your institutions, is to develop systems and
methodologies that will employ units of measurement
that are directly related to the amount of learning that
occurs and to the amount of significant new knowl-
edge that is developed, and then meet just six expecta-
tion% namely, that the systems and methodology will:

I) adequately and sensitively represent the needs
. of every type of enterprise on campus;

2) permit prompt, flexible decentralized decision-
making;

3) document the varying degrees of efficiency with
which resources are expended;

.1) provide the necessary information for equitable
allocation among all users;

5) account by courses, programs, schools and col-
leges for the use of all funds; and

6) providodata that will assure minimum damage
from reductions in funding, if and when such
reductions occur.

It is equally clear to me that this is an impossibl
task, but then you have known for quite some time that
you work under a highly improbable, if not a totally
impossible, job description.
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