DOCUMENT RESUME

ED 213 351 HE 014 823
AUTHOR Christal, Melodie E., Ed.
TITLE Higher Education Planning and Budgeting: Ideas for

the 80s. Contributed Papers for an NCHEMS Competition
on State and Institute Financing.

INSTITUTION Arizona Univ., Tucson.; National Center for Higher
Education Management Systems, Boulder, Colo.

PUB DATE 81

NOTE 147p.; Papers submitted as part of the University of
Arizona Conference on Higher Education Finance.

AVAILABLE FROM National Center for Higher Education Management
Systems, P.0O. Drawer P, Boulder, CO.

EDRS PRICE MF01/PC0% Plus Postage.

DESCRIPTORS *Fudgeting; Building Operation; College Buildings;
*College Planning; *Doctoral Degrees; Educational
Assessment; Educational Finance; Educational
Objectives; Financial Problems: Higher Education:
Labor Supply; Liberal Arts; Models; Needs Assessment;
Policy Formation: Prediction:; Private Colleges;
Retrenchment; *School Maintenance:; Small Colleges;
State Universities; *Teacher Retirement

IDENTIFIERS *California; Florida; Oregon; Proposition 13
(California 1978); Schemata; *Strategic Planning

ABSTRACT

Practitioner papers and research papers on higher
ecucation planning and budgeting are presented. "Before the Roof
Caves In: A Predictive Model for Physical Plant Renewal" by Frederick
M. Biedenweg and Robert E. Hutson outlines a systematic approach that
was used at Stanford University to predict the associated costs of
physical plant maintenance over a period of years. "Academic Planning
in the Cali“- wia State University and Colleges: The Aftermath of
Proposition .4," by Sally K. Loyd describes the proposed and actual
budgetary impacts of Proposition 13 on the California State
University and Colleges and how the system responded to these
impacts. In "Faculty Early Retirement: A Planning and Budgeting Issue
in Higher Education," Barbara A. Mitchell outlines the steps taken in
Oregon to determine faculty members' probabilities for retirement,
the cost of alternative plans, aad administrative, legal, and other
concerns. "Policy-Impact Analysis: An Approach to Planning and
Budgeting in Higher ECucation"™ by E. Raymond Hackett and James L.
Morrison describes a four-stage model involving monitoring,
forecasting, goal setting, and policy analysis and implementation.
LaRue Tone Hosmer, in "Planning, Control and Motivation Systems: A
Conceptual Framework," explains how planning, control, and motivation
systems should not be considered separate entities in higher
education. "Strategic Planning in the Small, Private, Liberal Arts
College,” by Raymond L. Siren reviews the literature on strategic
planning, and "Doctoral Programs and the Labor Market, or How Should
We Respond to the 'Ph.D. Glut'?" by William Zumeta presents an
approach to policy analysis in support of decisions about doctoral
programs in state universities. (Author/Sw)




ED213351

Higher €ducation Planning
and Budgeting: Ideas for
the 80s

Contributed ppers for an NCHEMS Competition
on state and institutional financing

U S DEPARYMENT OF tDUCATION

SATIONAL NSTITOTE 1 PO ATHON

€dited by Melodie €. Christai

o 1981

: National Center for Higher €ducation Management Systerrs
ey P 0. Drawer P/Boulder, Colorado
An Affirmative Action/€qual Opportunity €mployer

1)
b




Contents

Preface

Acknow ledgments

Practitioner Papers

Biedenweg, Frederick M, and Hutson, Robert E. "Before
the Roof Caves In: A Predictive Model for Physical
Plant Renewal."

Loyd, Sally K. "Academic Planning In the Callfornie
State University and Colleges: The Aftermath of
Proposition 13,.¢

Mitchell, Barbara A. "Faculty Early Retirement: A
Flannirg and Budgeting issue in Higher Education.”

Research Papers

Hackett, E. Raymond and Morrison, James L.
"Policy-Impact Anaiysis: An Approach to Plannirg and
Budgeting In Higher Education,"

Hosmer, Lakue Tone. "Planning, Control and Motivation
Systens: A Conceptual Framework,"

Siren, Raymond L. "Striteglc Planning ir the Small,
Private, Liberat Arts Co!.:ge."

Zumeta, William. '"Doctoral Programs and the Labor
Market, or How Should We Respond to the 'Fh.D., Glut'i"

Page

vii

23

43

65
85
103

125




Preface

Cver the past ten years there have been many changes occurring ir
higher education. These changes are most Itkely to continue through the
1980s. The decrease In the size of fraditional college-age cohort Indicates
that come Institutions may expect elther a decline I thelr enrcliments or &
change In thelr student mix. Funding for public institutions is becorilng
tighicr Aas tax revenues becorme scarcer. The new Federal edmirjstration has
also brought about new poli~les In highe- education.

For higher education administrators responsitle for the plannirg and
budgeting functions, *hese changes make thelr jobs increasingly difficult.
The declslionmaking processes become more complex and the declslions more
palrful. The purpose of this document Is to serve as a mechanism through
which agmirtstrators and researchers in higher education can share thelr
iceas on making decicions in hopes that others might beneflt from their
iceas. The document itself Is a compllation of papers that were submitted
Ir response to a competition sponsored by NCHEMS. The purpose of the
competition was to identify ldeas relevant to higher-education plannirg and
buageting.

The tirst category ctf competition was sponsored for practicing
admiristrators in a highe ication irstitution, In a state-level tigher
education agency, or in a .rate's executive or legisiative branch.

The flirst paper in this category, "Before the Roof Caves In: A
Predictive Model for Physical Plant Renewal" by Frederick M, Biedenweg and
Pobert E. Hutson, outlines & systematic approach that was used at Stanford

ersity tc predict the associated cost of physical plant maintenance cver
¢ 3. lod of years, The basis of the model developed Is that the components
or subsystems of a facility have an lIdentifiable Ilfe expectancy and will
require replacement after a predictable pertod of time. By using different
iite-length and cost estimates, a sensitivity analysis Is performed and a
range ot funding requirements derived. This analysis provides the
adminictrator with a tool for allocating resources for specific needs and
tor icentifying the future renewal and replacement, or maintenance
requirements of the physical plant.

"Acacemic Plennirg In the California State University and Colleges: The
Attermath of Froposition 13" Ly Sally K. Loyd describes the proposed and
actual tudgetary Impacte of Proposition 13 on the California State
University and Colleges (CSUC) end how the CSUC system responaed 1o these
impacts. In addition, this paper examines the recommendat!on made by an
advisory committee on Academic Plannirg and Program Revliew to concentrate on
a misslion-based plannirg system and descrites hcw thils system was used by
the CSUC.

The final pracritioner paper 1s “Faculty Early Retirement: A Flanning
and Budgeting lssue In Higher Education" by Barbara A. Mitchell., The stepe
that were teker ir Oregon in determiniry faculty members' protabllitles for
retirement, the cost of alternative early retirement plans, and the
implications In terms of feasibiilty related tc adminictrative, legal,
political ang market factcrs are cescrited in this paper.




The second category of competition was for faculty members, research
assoclates, or graduate students in academic programs related to higher
education management, or researchers wlth national or regional higher
education assoc'ations.

The first paper in the research category, "Policy~Impact Analysls: An
Approach to Piannirg and Buageting In digher Education" by E. Raymound
Hackett and James L. Morricson, presents a pollcy=-impact analysis model for
developing and assessing policles at the state level, consistent with the
fiscal reallties of .he 1980s and the power structures in higher ecucation.
Th s paper descrites the four stages In the pollcy-impact model:
monitoring, torecasting, goal setting, and policy analysis and
implementation,

"Piannirg, Control and Motivation Systems: A Conceptua! Framework" by
LaRue Tcne Hosmer explelirs how planning, control and motivation systems
shoulc not be considered separate entitles In higher education, but part cf
a single system. The single system framework wll| help ensure that
planning, control and motivation procedures are consistent at zll leve.s of
an Institution.

The third research paper, "Strategic Planning In the Small, Private,
Literal Arts College" by Raymond L. Siren, revlews the |lterature cn
strategic planning. This paper Indicates that the |lterature on higher
education planning Is prescriptive In nature and prescribes the application
of an Industrial planning model. Siren surveys small, private, |iberal erts
colleges on thelr planning practices and finds support for the applicabll |ty
of an Industrial planning modei both ir formal, highly organized planning
systems and In informal, unstructured planniny systems.

The last paper in the research category, "Doctoral Programs and the
Labor Market, or How Should We Respond to the 'Ph.,D. Glut'?" by Wililam
Zumeta, presents an approach to policy analysis In support cf declsions
about doctoral programs In state universities. Zumeta's approach ls derived
trom the cost-benefit mcdel of microeconomics, Material from a study of the
policy environment of doctoral-level education at the University ot
Callfornie is used to Illustrate the utillity and application of the
approach,
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Before the Rocf Caves In:
A Predictive Model for Physical Plant Renewal

The Problem

Higher eacucation has experienced a tremendous expansion since the
1950's. Stanford University typifles this growth pattern with over 75§ of
its existing physical plant being constructed since 1955. The emphasis
during this growth period was expansion to meet increasing academic demands.

One side effect of this rapld grow*h has been the creation of an
increasingly iarge obligation for the future renewal and replacement of the
physical plant. Often this need for plant renewal has not been fully
reallzed or accepted. This has teen especially true In recent periods of
declining resources and has resulted In an Inadvertent erosion of University
assets since malntenance (or reinvestment in the physical plent) Is usually
the flrst budget item to be cut. |If this erocicn continues unchecked, many
coileges and universities may soon find themselves In a position where tre
rcof Is literally ready to cave in.

While the competent administrator does not knowingly allow these
conditions to develop, he or she Is frequently hi-dered by an Incomplete
understanding of the probiem. This is not due to negligence on the pari of
the administrator but has dasveloped as a resuit of:

--- The difflcuity In determining exactly what constitutes
maintenance.

--- Tne 1ack of an accepted quantitative method fcr evaluating and
measur irg maintenance needs.

-~- The lack of a consistent long range program which facilitates
measuring results achleved vs. resources allocated.

These factors have made planning and budgeting for maintenance or
renewal ¢f the physical plant an extremely difficult issue to address and
resolve.

In this paper we wiil present a quantitative method, or model,
developed at Stanford University, which addresses both the short and long
term needs of the physical plant in a programmatic manner. |t allows the
administrator to accurately assess the malntenance prcgram in conjunction
with academic and conztruction programs for funding resources.

Malntepance Programs and Methodologles

Methodologies for defining maintenance needs and programs are
traditionally o.e of the three followlng types:

--~- Straight Lipe or Historlcal Funding - The previcus year's budcet

base Is Incremented by a certain percentage annually to compensate
for ldentifled changes such as Inflation, additional personnel,
etc.
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--- ldentiflcation of Needs Based on Physical Suryey - A comprehensive

facilities audit is conducted to identify and quantify all current
maintenance deficliencies.,

--- formula Funding - Annual maintenance needs are expressed in terms
of -.cost per square foot, number of full time enployees per sguare
toot, or a certein percentage of current physical plient valie.
This amount Is to be reinvested annually.

Each of these methods has one or more major deficlencles. The stralgh*
line or historical funding does not match funding levels against icentifled
needs. Additionally, there Is no way in which the established base which ic
being incremented can be validated.

Physical survey provides an extremely accurate assessment of Immedlate
needs but has no provisions for identifying long term requirements, an
essential ingredient to the plannirg and budgeting admlirictration,

Formule budgeting Is quantitatively based and can easily be utilized to
prcject fuiire needs. However, the formula method only provides a general
overview and cannot address the needs of a specific physical plant. The
validity of this methodology becomes even more questionable in view of the
tremendous variety in age of facilities, usage, construction materials, and
construction methods.

In addition, both historical and formula funding assume that the plant
rencwal requirements will occur at a constent rate., This assumption ccers
Inappropriate due to the identifiable life cycles of both facllit es and
thelr irstalied subsystems., These cycles ere critica} in determinirg the
necessary, and varying, funding levels for future yeafs.

Deveiopirg a Conceptual framework

As part of the planning and budgeting process, administrators at
Stanford University identiflied the need for a program which would accurately
identify the future capital requirements necessary for rerewal and
replacement of the physical plant. The need for such a progrem was
accentuated by the previcusly outlinea fact that over 75% of Stanford's
exlsting physical plant had been constructed since 1955. As this large
group of facilities Is now entering its first major (and expensive) stages
of deterloration, the need for funding of renewal and replacement are
becoming ircreasingly apparent. It has alco raised extreme concern ac to
the total magnitude of ilabllities in coming years.

Te adcress thls need, @ framework was established within which the
probiems could be resolved. The basis of this framework Is that there exist
actuarially predictable cycles for facility renewal and replacement (i.e.,
the components or subsystems of a facility, such as: plumbing, roots,
electrical, hea*ing, ventilation, air conditioning systems, Installed
equipment, etc., have Identifiable |ife expectancies and will require
replacement after predictable pericds of time). These cycles will continue
tc repeat themselves for as long as the facility continues to serve its
intended functions. Of extreme Importance to the plannirg and budgeting
administrator is the magnitude (constant doiflars) cf thece replacement

.3
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recuirements and at what tlme In the ‘uture they will occur. The associatec
rplacement costs at these speclitied frequenclies will approximate the annual
relnvestment necessary tc malntein the physical plant.

The development of this conceptual framework was accompllshed by @
speclal task force. The members were drawn from various departments withlin
the University, eacht representing a department which hac a concern and
interest in maintenance of the physical piant. This approach proved to be
extremely beneficlal because It brought tcgether the financial, plennirg,
and faclilties departments and thelr respectlve viewpoints and expertlse.
An addltional tenefit derlved from the task force approach was that it
fostered a widespread understanding and acceptance of the results procuced.

The task force began development on the established framework by
ldentlfying the features which would have an Impact on facility and system
wear-out, and the resulting rep!acement/renewal costs. The ldentifled
features and underlying assumptlons on which each ls based are as fol laws:

--- Facllity Subsvstems - That the quantity and type cf installed
subsystems (such as plumbing, electrical, . . .) within a faclilty
wlll determine future requirements.

--~ Facliity Type -~ That the type of subsystems and assoclated costs
vary with faclilty type.

--- Subsystem Life Cycles - That the nredictable I1fe of a subsystem

will determine the time at which iuture requlirement occurs.

--- Subsystem Cost - That the unit replacement cost will determlns the
cost of future requirements,

--- Date of Facillty Construction - That the future polnt In time at

which requirements wll| occur is determlned by the "blirthdate" of
the faclllty anc subsystems.
Developing the Framework

In order to complete the established conceptual framework, it was
necessary to further deflne and quantlfy the ldentified features or
veriables. Thls was accomplished by an analysis of the existing physlcal
plant and by researching avallable data.

As the objective was to forecast future renewal and replacement
requlrements at Stanford, the values assigned to the variables reflected
actual conditlons at Stanford., This tailcring of the data provides a hlgher
degree of accuracy In forecasting by being speciflcally representative of
future requirements at Stanford. For example, subsystem cost is
representat!ive of the construction standards employed by Stantord.

Subsystem lite cycles simllarly reflect the expected usable |ife experienced
at Stanford.

Utilizing data ot thls nature, It was possible to model accurately

Stanford's physical plant and to simulate the future renewal/replacement
requlrements over time. This gulced the development of the data tc a formet
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that would serve as Input o a mathematical model. FEach variable .nd
resulting data set is discussed In detz!l In order tc out!ire the
methodology utillzed for developing the data.

Again *he use of & task force proved useful tecause 1 was able tc draw
on englreering, construction, and malntenance expertise.

baciiity Subsystems

Facllity subsystems were ldentlfled as the Indivicual parts/components
or subsystems of a facliiity such as electrical systems, elevators, rocfs,
etc, The criteria established for Identifying the subsystems were as
fcllows: %

=== Lach subsystem has a unicque estimatable useful Iife.

--- The subsystems taken in total would constitute all parts of a
facility that could evertual ly wear out or need replacement.

~-== Published data on si'system cost and performance must te
avallavie.

Based on this selection criterias the subsystems were icentifled as
outlined In Figure 1.

Facility Type

Based on the stated assumption that the type of subsystems will vary
with facillty type, the physical plant was analyzed to determine the
functional utillzation of facilitles in general. Functlonal use was .
determined on a "building ty building" basls by classifying each bullding as
to its primary designated use. Multi-functional use of facilities was
consicered but Ignored during the initial classification, This resulted In
tte identiflication of nine functional space types:

Research L aboratorles
Teaching Laboratories
Offices

Classrooms

Library

Athletlcs

Resldences

Patient Care

Other (Misc, Storage, etc.)

kEach of the identifled space types was then analyzed tc de*2rrmine If it
had subsystems that would rate it significantly differert from the otters.
Thls analysis reduced the nlre iritial categories to flve:




Research/Teaching Laboratories
Orfice/Classrooms/Atnletics/Libraries

Patient Care

Storage Bul!dings and Others with Minimal Systems
Residentlal

The valldity of this classification was ther tested by selecting &
repcresentative sample from each faclility category and analyzirg the nature
of the systemc actually Installed. While this analysis validated the above
classification system, Ir also revealed the need to separately address
facltitlies pertially used as laboratories. This was due 10 the fact that
the sysiems inherent in laboratories woulc significantiy influence future
renewal/replacement cost, Further analysis by percent cf space utilized as
laboratory vs, the system design of the fac!lity revealed 30% to be the
poirt at which functional use as a laboratory significantiy influencec the
subsystem design and resulting cost, Therefore, any facllity which had at
least 30% of Its space declgnated os laboratcery use was functlonal iy
classifled as iaboratory space.
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Figure 1

Components inrcluded in Bullding Subsystems

Building Subsystems

Foundations & Major Ver+*ical, F'oor,
and Roof Structures

Roofing

Exterlor Cladding

Intericr Pertitions

interior Finichings

Elevators

i lembing

HVAC - Moving

HYAC - Static

Electrical - Movirg

Electrical - Static

Fire Prctection

Includes

Excavation, Piling, Columns, Load,
Bearing & Shear Wails or Bracing,
Floc Slabs, Beams & Cirders Above
Grade

Roots, Flashing, Guttering and
Downspouts

Skylights, Non Structural Skir,
Insulaticn, External Doors and
Windows*

Non Load Bearing Walls, iInterior
Doors & Windows, Raillng, Sound
Insufation

Floor Coverlings, Plaster Work, Trinm,
Drapes, Palrt, Light Fixtures

Cumbwalters, Liren Chutes,
Escalators

Hot & Cold Water, Steam, Gas, Alr
Yacuum Linec

Fans, Heating & Couling Colls,
Motcrs, Cooling Towers

Duct Work, Ditfusers, Reglsters

Switches, Relays, Circuit Breakers

Fuses, Wirlng

Autcomatic Sprirklers
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Speclal Eguipment and Mlscel laneous Bullt In Appliances (Ranges, Ovens)
8§ Bookcases, Cabinet Work, Fouldlrg
Room Dividers, Labcratcry Tebles,
Speclal Work Arees, Etc.

* Virtually all permanent academic facllities at Stanford are natural finich
masonry construction. Hence, the external palnting reguirement was
consicerec Irsignlficant.

Subsystem Life Cycles

Subsystem Life Cycles represent the useful life of the subsystem. The
Iritizl assumptlon appiled to this varlable was that the Icentiflied
subsystem haa been, and wouid contlnue to recelve a "normal" tevel of

malrtenance. Thls restriction was made in order to maintair a reesonablc
degree of simpliclity and to facllitate the use of Industry life cycle
stendards as a sterting poirt. Initial Iife cycle data for each of the
fdentlfled subsystems was complied from varlous professional hancbooks
(1,2,3,4,5,6,]. This data represented a composite of englneering,
malntenance, internal Revenue System and Treasury Department sources. items
whose average usefu!l !ife was assessed at one year or less were consicerec
as an operational type of malntenence cost and were not included. The
assessed life cycles were then analyzed In relatior to historlcal exgerience
et Stanford.

This comparison produced a sizeablie discrepancy In that the identifled
subsystems at Staniord have experlenced a conslderabiy greater life span
thar the published data values would indicate. This was attrituted to twe
factors: +the tax advantage in private busiress of high vaiue and rapid
depreciation, and the quality of construction standards at Staniord, which
promote a longer useful iife. To asslist in resolving ti s dis~repancy,
additional estimates of system ilves were obtained from qualified "experts"
utiiizing the Delphi technique. in this technigue, experts are
Independentiy polled by a serlizs of interactive questionnaires. Firaily all
data sets were analyzed by a separate panel of experts. Due to the
variabillty ct the types of subsystems, the conditions to which they were
exposed and under which ‘they operated, there continued to be a iarge range
In the iife cycie estimates. This was resoived by assignirg pessjimistic,
optimistic and flikely iife cycie estimates to each subsystem. The panel
also felt that some of the subtsystems would not be subject to replecement
under certain conditions. in “his situation the useful life was deslignated
as Intlnlte. Flgure 2 represents the final values assigred to cach of the
cubsystems.

Subsystem Cost

The Subsystem Cost was defined as the unit replacement cost tor the
identified subsystems., Due to the reallzation that the funcricnal use of &
taciilty type may determine the subsystem replacement cost, a scparate unii
replacement cost for each sutsystem In each facility type was developed.

For example, the mechanical :zystems in a research lab woulc be much more
sophlsticated and costly t¢ replace than the mechanical system for classroom
cfaces,

15




The subsystem cost data was initlaily derived from various constructicn
cost indexes, These costs In turn were compared to a hictorical data base
ot Stanford construction cost data. This was the talloring process that
would again make the data representative o' expected cost at Stanford. A
final adjustment was made by applying @ multiplier factor of 1.31 to ali
cate to reflect replacement cost as opposed to new constructicn cost.

Ficure 3 reflects the derived unit cost of subsystems by faciiity type.

Figure 2
Supsystem Lite Estimates

Fulicing Subsystem Average Useful Lite With
Malntenance Pregram

Years
Pessimiaric Likely Opilmistic

Foundetions & Major Vertical
Fiocor, un.' Feof Structures - - -

Rocfirg 15 36 40
Extericr Ciedding 100 - -
Inte Jor Pertitions 75 iCo -
irterfor Fi, iches 5 1C 15
Elevators 20 40 15
Flembing 30 50 80
HYAC - Movi, y 10 12 25
HVAC ~ Static 30 50 75
Eiectrical - Moving 20 s 50
ttectrical - Static 30 50 75
Fire Prcotection 6C &0 100
Speclal Equipment and Miccel laneous 16 50 50

1The factwr of 1.3 was derived by comparing new constructicn cost with
remodel ing cost, [7] and by polling independent contractors to assess the
additive coust of demcllition, removal and reinstailation ditflculties
encountered durlng replacement.
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Date of Faclllty Constructjon

The establIshed concept is one of cycllc renewal and replacement.
Based on thls the "birthdate" of the facillty and s.usystems becomes the
starting point on which to base the established subsystem life cycles.
"Blrthdates" o1 age cohorts were establlshed by tlve year increments
beginning with iritial constructlon In 1891 up to the present date. The
construction date of each faclllty (by type) was ldentifled along with the
square footage of that facillity. The question of modernization was
addressed by establIshing the age cohort at the remodeling date. This was
done cnly when the facllity had been significantly remodelec by the
installation of new subsystems, The resulting data |s represented by Figure
4,

Ersmeworh to Model: An Example

The data developed, which had been tallored to reflect the expected
performance and cost of the physical plant, could now be utillzed to
simutate the wear-out and resulting replacement cost of Stanford's physical
clant. Due to the large number of facilitles and variables Invclved, a
computer rniodel was constructed to perform the detailed calculations.

The mechanics of the model may best be Illustrated by a simplified
exarple u.irg a sirgle bullding. Fl,ure 5 illustrates the life cycles and
resulting costs of & bullding built In 1950 occupylng 10,000 square feet.
The example addresses cnly four subsystems: roofs, Interior partitlons,
HVAC and other., These subsystems have |ife lengths of 40, 30, 20 and 10
years, respectively. The assoclated cost of replacing these subsystems is
assumed to be $12, $5, $10, and $2 per square foot (in constant doilars),
respectively., This produces a $120,C00 replacement requirement each time
the roof fails, a $50,000 requirement each time the interior partltions wear
out, a $100,000 requirement each time the HVAC systems need replacement, and
a $20,000 requirement as other items fall. These values are found by
multlplylne the cost per square foot by the total number of square feet in
the buildirg (10,000 sq. ft.).

The life lengths ar then used to determine where the replacement costs
fit into the teble. For Instance, roofs are assumed to fail every 40 years.
Since the huilding wis bullt In 1950, the roof will fall for the first time
ir 1990 (1S5C + 40) :nd every 40 years thereafter (i.e., 2030 and 2070).
Sim!lar calculations sere made for the other subsystems In the example.

Atter each of these values has been Ircorporated into the table, the
total for each year was found by summing the appropricte row. For Instance,
the year 2010 row inc'udes $50,000 for Interlor partltions, $100,000 for
HVAC and $20,000 for other, adding up to a total projected maintenance
requirement of $170,000 for the year 2010.

The Stanford University physical plant has a total of 216 acacemlc
buiidlngs which were built between 1891 and the present. For each of these
buildings a tabie simllar to the previcus example was constructed. These
tables were constructr4 using 5 year intervals and contain the subsystens
actually instalied with each building. The tables were then summe¢ to
calculate the total expected cust for the physical plant renewal/replacement
at Stanford University over the next 100 years.
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FIGURE 4
STANFORD BUILDING CATEGORIES
By Life and Age Cohort

Library, Office

High Classroom, Low

Intensity Intensity Labs, Patient

Labs Athletics Care Misc, Residential

A B C D R

1£91-1895 3 8,403 5. 12,071 - 780
1896-1900  1- 1,052 1. 2,746 1. 527
1901-1905  2- €9,373 &~ 124,311
1906 1916 1. 33,87] 1. 6,703
1911 1915 2. 27,653
1916-1970 12- 187,514 1- 624 2- 2,400 318,482
1921 1925 f- 3,410
1926-3930 2 18,576 72 10,200 2. 71,529
1931-1935 1= 5,608
19361950 1- 1,032 G 254,878 6 17,173 312,145 '(
1941 1945 - NOTHING BUILT- - -—- -ooon ; e
1946 1950 2 45591 3. 83,925
19511955 2- 110,516 3. 26,613 ? 900
19%6-1960 4. 72,417 1. 259,59 45,177 1 3,292
19611965 5- 176,527 17- 415,283 6- 13,605 - 2,077
1966-197C & 484,743 22- 971,871 1. 26,538 1- 858
1971-1975 3. 17,108 31 208,49/ 2- 2,398 12 1,000
1976 pies 7- 196,677 13- 829,642

Iy iach column, the digat to the lelt of the dash indicates the number of baddi g Yot duning that
cobnit; the dipits to the right of the dash indicate the square footaye,

21
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contains 10,000 square fect.

13221

Roois Int. Part. HVAC

40 yr life 30 yr litfe 20 yr 12
Year $12/7sq {t $§5/s5q {t $10/s5q
19610
1978 $100
1980 50
1990 $120 $100
2000
2310 $50 $100
2020
2030 $120 $100
2040 £50
2050 $100
2060
2070 120 350 $100
2080

A1l dollar values are 1n thoucands oif 1980

A Simplifiied Exranmple ¥

other

ie 10 yr life

it §2/sq {t

$20
§¢0
§$20

20
$20
$20
$20
20
$20
320
$20
<20
¢?20

*This example assumes that in 1950 a building with the above
characteristics was built. It also assumes that the building

dgollaurs.

Total

§20
5120
$ 70
$240

$20
$170

§20
5240
$ 70
$120

%20
$290

c20




lnspecting the Resulls

As with any results derlved from a model, the flrst consideration lIs
"Are the results reasonable?". This can only be answerec after the results
have been carefully inspected, the Important variables identified, and the
reletive size of the varlables compared. To help with this Inspection,
tables 1lke Figure 6 were preparec. |t represents the sum of the tables for
each indlivlgual bullding and identifies the total expected cost in millions
(1980 dollars; tor each of the categorles |lsted by cohort. The botiom two
rows are the colump averages and the percent of tote! costs, respectively.

A quick inspection of the bottom line indicates that the most expensive
subsystems are interior finishings with 31% for the total cost, HVAC with
26%, electrical with 14% and special equipment with 10%. The other
subsystems each represent less then 10§ of the total expected cost.

These values were then analyzed to determine whether or not they were
reascnabtle, This was accomplished by reexaminirg past wear-out data to
jetermine relative costs. The conclusions were that interlor finlching and
special equipment were slightly higher than expected but justifiable due to
the prevaient praciice of unreported supplemental funding for each of these
categories,

Cverall, it was concludged that the results were very reasonable.
However, due to the fact that both interlor finlchings and special equipment
were potentially deferrable they were separated from the other costs in the
final projections. |ldentification in this manner would allow additlional
funding options. This option to defer is not avallable In the other
categories such as roofs or electrical systems, as fallure of these
subsystems woulc mandate Immedliate replacement.

A graphical representation of total cost, with Interior finichings and
special equipment separated, was then prepared. The results are Illustrated
by Figure 7, "Faecllities Forecast - Likely." The "llikely" correlates to the
jlkely estimates of subsystem life lengths. Examining this graph reveals
that the totai expectec annual costs will increase relatively slowly until
the early 1990's at which polnt a sharp Increase Is expected. This lncrease
occurs even after disregarding the two deferrable subsystems discussed
previcusly.,

This large projected replacement requirement is supported by the
tremendous growth that occurred in Stanford's physlcal plant from 1955 to
1970. Over 50% of the existing plant was constructed during this fifteen
year period. It 15 reasonable that Stanford will be faced with a very large
liability starting in 1990 as this group of facliities begins to require
extensive renewal/replscement.

The results ct*alned were also compared to the results of other
methodologies for malntenance budgeting. In particular, they were matchec
agaelnst the most commornily accepted formula funding methodology, that of
utilizing a fixed percentage of the current replacement value (CRV) of the
plant. While different sources cite verious values ranging up to 3.0% of
tte piant CRV [8], the most commonly cited value for budgetirg purposes Is
an annua! malntenance budget of 1.1% of the plant CRV [9%.
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Expressirg the Stanford University results of Flgure 7 in CRV
percentages ylelded values from 1.58 to 2.6% of the Stanford plant CRV.
These values are well within the range of the ci+zZ ilues. While the
percent of CRV is a general benchmark, the model provides a more accurate
forecast ot future conditions (life cycle, bullding complexity, construction
materials and cost) at a specific location.

Sensitivity Analysis

Sensitivity anelysis was performed by varyirg the subsysten I1fe length
valuves. Thls was accomplished by using the appropriete gptimistic and
pessimistic life lengths values discussed earllier and found ir Figure 2.
Figures 8 and 9 show the respective results of these Facilities Forecasts.
They help complete the picture of potential costs to the University.,

As expected, the comparlisons between Figures 7, 8 and 9 indicate that
The greatest similarity exlsts between the llkely and gptimistlic forecast.
This Is a result of the values assigned to the subsystem || fe cycles based
on past performarnce at Stanford,

The Llkely and optimlistis scenarios are not wlldly different indicating
that costs are unlikely tc be much less than those indicated in the 1ikely
forecast., On the other hand, the large difference between the | lkely and
pessimistic scenarlos indicate that the potential costs could be
consicerabiy larger than expected.

Ihe Cyclical Nature of the Forecast

Upon Initial Inspection, the extremely cyclical nature of the expected
Costs, as depicted by Figure 7, was difficult to interpret, However,
turther analysis revealed that Stanford had built its buildings In cycles.
Comparing the total bulidings constructed In the flrst half of decades with
those constructed in the last half of decades (i.e., 1930-35, 1960-65, . . .
vs. 1935-40, 1965-70, . . .) revealed the astounding fact that over 70% of
Stanford's buiidings were constructed In the last half of each decade. Thic
surprising diccovery, in conjunction with the known fact that over 75% of
the buildings were constructed post 1955, explained the cycllical nature.

Discoverlng the reason, however, does not solve the problem of pirannirng
and budgeting for such large fluctuations and it was decided to smooth the
model output for budget planning purposes. The results of this smoothing
are illustrated by Figure 10. The smoothing was accompl|shed by using a two
cohort moviry average. The effect this smoothing had on the assumptions ic
the cost of replacing a worn out subsystem i< now being spread over the ten
year interval currounding the expected wear-cut date rather than the five
ycar interval used Ir Figures 7, 8, and 9.

Note that in Figure 10 the cycles still do occur, but they are ¢reetly
recuced. It Is the feellngs of the task force *that these cycles are
inrherent in the bullaing data and any further smoothing woulc be
unrealistic,

1%
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Fiqure 6

(524

Total Cost Cver S5-Year Period 1n Millions of 1980

Year Poofs Finish Plumb  HVAC Elect Sp. Eqp other Total

1980 1.2 15.4 0.2 5.8 0.4 2.0 1.7 26.7
1985 1.0 §.1 0.0 2.4 1.2 1.5 1.1 25.3
1990 1.3 21.8 0.9 4.6 3.4 2.3 1.0 35.2
1995 2.7 5.1 0.4 13.7 3.0 .5 2.0 34.3
2000 5.9 o8 6.5 13.3 6.3 11.06 3.2 62.7
2005 0.9 8.1 0.9 5.3 12 9 1.6 h.9 3n. 6
2010 .7 21.8 1.3 15.7 6.4 9.1 8.5 67.4
2015 1.0 S 2.1 16.5 10.9 1.5 2.4 b2.4
2020 1.3 21.8 7.1 15.0 6.9 2.3 9.3 63.7
2025 2.7 8.1 0.9 15.0 3.3 4.5 1.1 35.0
2030 5.9 21.8 4.8 20.2 6.4 11.6 1.2 71.9
2035 0.9 S.1 0.0 4.0 5.9 1.6 1.0 21.5
2040 4.7 21.8 0.9 14.0 12.8 9.1 5.3 686.5
2045 1.0 8.1 0.4 12.7 5.0 1.5 3.6 32.9
2050 1.3 21.8 0.5 4.9 9.3 2.3 9.1 49 . g
2055 2.7 5.1 0.9 14.6 2.2 4.5 3.2 36.1
2060 5.0 21.8 1.3 4.8 3.8 11.6 10.0 69.2
2065 .o 8.1 2.1 8.1 4.6 1.0 5.5 30.9
20740 4.7 21.8 7.1 24.4 11.7 9.1 11.8 90.5
2075 1.0 8.1 0.9 14.0 12.7 1.5 2.7 40.9
2080 1.3 21. 4.8 1.7 9.t 2.3 113 61.9
Ave. 2.5 15.0 1. 12.4 0.0 4.7 4.7 4r.7
% 5% 3% 4 20% 145 10% 10% 1002

* .
Gther includes foundations, 1nterior partitinng, elevators., fare
protection, and exterior cladding.
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FIGUREL 7
FACILITIES F2RECAST - LIKELY
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FIGURE 8

FACILITIES FZRECAST - QRPTIMISTI®
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Using the Results

A mathsmatical model of this character provides the plannirg and
budgeting acministrator with an accurate and effective tool for evalueting
the future renewal and replacement, or maintenance, requirements of the
physical plant, It Is a tool which simulates actual conditions at a
specific -location. It allows resource allocation to be based on a definable
quantitative base. The flexibility of this model permits the future
maintenance liability of new pl!ant additions to be evaluated prior tc
commitment. This featu. e raises maintenance to a new level of consclousness
in that It forces a reaiization of future iiabilitles and icent!fles the
commitments necessary to support them. As a planning tool it provices the
administration with a method by which to identify Inordinately large fundi.rg
requirements in outlying years and take the necessary action to meet those
identifled needs.

Stanford Universlty has adopted this methodology as an Integral part of
the University's "Facllities Plan and Funding Forecast.® University
administrators believe that the established model affords a reasonable level
ot confidence in forecasting future renewal needs of the physicel plant.
Hence the declcion has been made to move In the dirsction of a fully funded
physical plant renewal program. This wil! be accomplished gracduelly over
tre next eight years,

While the established model wiil permit the administration to more
effectively manage avallable resources, its single most Importent valie lies
In that It serves as the basis for a program by which renewal and
replacement needs are identified ir a creditable manner. A program of thir
type allows the establishment of a benchmark against which fundirg levels
may be consistently evaluated,

While most universities have construction programs and space allrcation
programs, few have formally addressed the need for a plant renewal on a
consistent basis. A program of this nature will flli 4he gap In providing
the needec ard necessary comprehensive facilltles management glan,
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Academic Planning Adjustments ir
The Californ'a State University and Colleges:
The Aftermath of Proposition 13

Ourirg 1he worst of the post=-Proposition 13 hour, when days were filled
with committee meetings and evenings were fllled wirh second thoughts about
cecicions just made, there were those whc never falied 1o remind us of the
possibiility that some good couid come from the process. 11 was small
comfori at the time. As any who have !lived through the recucticn process
can atiest, the realization that the essence of the university stands t¢ be
aitered by the decisions being made !eaves one fceling immensely humbied.
Most c¢f us d!c not feel cheered, nor did we truly have conflidence that
through leanness greater strength woulc emerge.

It i< time, after ttree years, to examire what may have been Icst and
gaired. Most clear is the fact that three years are insutficient to measure
many cf the effects, which may be aimost generational. But it is not too
soon tc advance three hypotheses. First, the budget reducticns were
c¢amaging, and If their subtie effects on quality are not entirely or
Immediately discernable, we do know wiat was cut and what has not been
restorec., Secondly, in the area of academic pianning, there were some
process outcomes at both campus and system leveis which are probably
positive and surely leave us better equipped to handie rapid change and
unforeseen budget contingencies. Third, a potentially pcsitive substantive
change is emer2ing in the form of a mission-based academic piannirg system.
This coula be the most promlsing outcome of ail.

it Is Important to note that these hypotheses are advanced from the
perspective of the central office, and from the perspective of the
educational programs area at that. While much has been gleaned from
dlscussion with campus personnel and from surveys of campuses, the system
perspective can oniy be sympathetic to--but not fully representative of--the
campus perspective. There emerge, within the crisis atmosphere, some
concerns, questicns, and doubts which are unigque 10 the system jevel.

There is another difference ir dlscussing system versus campus
budgeting issues, and It Is one of scale. For those not accustomed tc thete
numbc “s, It may be heipful to preface the budget discussion by noting that
for the 19 campus Cailfornia State University and Coilage System, a $14
miflion reduction s in reailty less than 2% of a tota! tudget which
approaches $1 biliicn. There are around 35,000 individuals empioyed, over
17,200 of whom are faculty. Total enrollment stands it rougnhly 305,000
students. The enterprise Is iarge.

An atiempt has been made 10 draw some conclusions abcut the last three
years. The views about what has been learned are solely those of tne
author, as they always must be In such specula*ive situations.

Review of Budget Reductions

it Took cnly threc wéeks after ihe passage of Propositicn 12 in June
1978 fcr the CSUC to flind its budget reduced by $14.05 miilicn, This figure




does not include an additional reducticn caused by the deleticn ¢f all
salary Increases. The $14.05 milllon was the State Unlversity's "share" of
a $96.4 milllon statewlde reduction., Budget language specified for all
state agencles how the reduction was to be apportioned: rcughly 56% in
personal services and 44% In operating expenrses aid equipment. For Tre
State Unlversity and College system, these reducticns amcunted to abcut 2%
of the tctal budget which hed been anticipated, exclusive of selary
inCreases.

Because these were thought to be "one-time" emergency reducticns, the
operating expense and equipment reducticn was accomp'lshed by elimlnating
$5.6 milllon which hac¢ been budgeted for Inflation. To effect the $6.7
milllon reduction In personal services, a number of areas scheduled for
modest |ncreases were heid at past levels, but the bulk of the reducticn was
accomplished by incressing the "salary savings'" recul'rement. Thils
requirement rests on the assumption that at any glven time salary savings
will accrue from unfilled positions, The CSUC had long been required to
returr, 2§ of salary allocations to the State's General Fund, but ralsing the
level obvlously required that posltlions bz left deliberately unfilled~=an
action more commonly known as & hiring freeze. Authority was glven tc each
campus Presldent to put iInto effect just such a freeze.

Hirlng freezes and deferred malntenarce, whether in the forn of
equlpment malntenance or salery freezes, are emergency actlons taken In
response to one-time budget recuctions. Wlthin flve months of the passage
of the ini*iative, It became clear that more permanent kinds of reducticns
would have been wliser. The Department of Finance advised State agencles
that the eme gjency reductions would be permanent; that is, the followling
year's buijet would be calculated on a lower base. Moreover, on Ncvember 8,
1978, the Governor wrote to ach State agency requesting it to identify "tte
flve programs/activities of lowest priority . . ." In such & fashlon as to
achieve "a reductior of no less than 10% for State funded programs.”
Charcellor Glenn S. Dumke Informed the Board of Trustees that

there i< no way of cutting $69 milllon without drastically cutting
pecple=-the high cost Item In any nigher education budget--and people
represent programs. In our system, a cut of this magnitude woulc ca!ll
tor a 'bottom line' reduction of cser 5,200 faculty and staff, with a
resultant loss of capablllty that would force us to deny access to at
least 31,000 students.l

The alternative to denying access, noted the Charcellor, woulc bc to
"ircrease workicad to a level wlithout precedent In senlor institutions cf
higher educatlonr In thte United States.". The llst of dire alternatives,
whlch included the closure of five small or two larger campuses, need nct be
repeated. It has since been relterated In various states across the
courtry, ’

T-e alternatlives are draccnian, and wher a 10% reducticn In State
funding comes very clcse to belng @ 10% recucticn In total budget
IMinutes, Meetling of the Board of Trustees of the Callfornia State
Unlversity and Colleges, November 29, 1978. Fage ' of Exhitit A,
2Mirutes, November 29, p. 6, Exhibit A,
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revenues-=-as it does fcr the CSUC--tte draconian alternatives are not
exagygerated, A 105 cut--nc less thar a 1% or 20% one, as we were later
asked to consider--leaves *the University campus or system a differert place.

Governor Brown responded that certaln facts and realltles hac tc be
tacec. These were 1) a drop Irn students; 2) Inflation; 3) decllne of the
dotiar; 4) Proposition 13; and 5) the Impending "Gann Iritiztive" which
woulc constitutionally limit the growth of state and lccel government to an
amount equal to the Increase In the cost of living (thls alternative was
Indeed destined to be adopied by the vcters).3 While the Governor was
reminded that hic proposed 10% recuctlion was on top of funding losses
attritutable to enrollment decline, his oniy concession was an extension of
tre deadlIne for responding to the 10% reducticn request.

By the followlng morth when the Chancellor brought to tie Board his
proposals for responding to fthe Governor, It was apparent that fall
enroliment had fallen far below the level tudgeted fcr that year. Not only
woulc¢ funde have to be returned beycnd cuts already made, but the base of
the following year {1579-80) budget woulo agalr nave to be lowerec, The
Chancellor seld that for 1979-80, the Support Eudget request had as & result

of enrolliment decline been reduced by over $1Z millicn, reflecting a
cownturn of come 8,000 FTE siudents., As 2 result of thls enrciiment
recuction,

357 taruity positions currently budgeted for 1978-79 have been deletea,
An addltional 264 support positlons also have been iost. . . .
Cumulatively, this means that in FY 1979-80, approximately 1,200 fewer

positions will be ava'labie systemwide than were Inltizlly authorized
In 1977-78. This flgure . . . ls made up of the 550-7C0 positions frcw
the $14 milllon cut and the 621 positions from the enrcliment

gecrease.4d

The Trustees accepted the Chancellor' oroposal that Project Teams be
formed to address possible reauctions in each of the following areas:
Academic Programs, Capltal Ou*iay Projects, Enrclliment Projectlcns, Support
Frograms, Administration, Calendering of Academlc Prograrms (l.e.,
semester-quarter), Revlslon of Laws and Regulations, and Campus Closure,

Recommendations were to be brought to the BEoard wlthin flve montts--in
May cf 1979. The Governor's Budget which came out in the inierim, after
acjusting downward for enrolliment, carrled forward the $14.C5 milllon
reduction and added a 1% ($6,919 mlillon) reduction which was to be
Identifled after the Project Teams had made thelr recommendatlions., In ail,
the Governor's Budget contalned $20.9 million (or 3%) in unicentificc
reducticns beyond those attrlibutable to enrcliment reduction,

As the Project Teams began thelr work, negotlaticns began with fre
Department of lnance about money which was due the State because of the
1678-79 enrulIment shor+fall. A devietion beyond 2% of the budgeted
enrcliment involves elther paybacks to or reimbursement from the State, and
the payback due under previcus formulas was over $3 mitlion. The Budaet Act

3Minu.es. November 29, pp. ' and 2 of Ixhitit (.
Mirutes, p. 4 of Exhitit A,
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of 1978 contzined a prevision authorizing the Director of firance to
reallocate such funis to preciude iay-offs. The Chancelior's Office, after
surveying the campuses, concluded that layoffs of permanent empioyees were
imminent and requested that the entire amount te rerained. After some
negotiation, $1 million was retained and $2 miiiion returne.. This amount,
however, was not added to the permanent bace of the sys>tem budget,

By the time the Tzsk Force reports were presented tc the Board of
Trustees in May cf 1979, the sense of urgency had been lost. |t was clear
trat the Legisiature intended to restore some of the positions which the
Governor's Budget had reduced; the State's fiscal picture jooked better than
anticipated; and the Trusizes were In no mood to recommend or endorse
reductions for the system. In terms of iaculty positions, the CSUC emerged
for the 1979-80 academic year witn a loss, relative to 1978-79, of 424
taculty positions due to enroliment decline and 162.5 faculity positions due
tc unspecified reductions.,

The Legislature subsequently provided a one-time eppropriation of $2
mitlion "to iessen the negative impact of enrolIment cecliines and budget
restrictions on the instructional programs ard, to the maximum extent
feacible, to lessen the negative impact on the upward mobliiity and
atfirmative action programs."5 By fall of 1979, the Governcr's Budget for
1980~81 proposed restoring faculty staffing to the ieve! which prevailed
prior to 1979-80. But 2 new ballot initiative caused some concern that the
more generous Governor's Budget would never see the light of day. This
time, the letter came from the Director of Finance. Arriviag in January
1980, it requestea that each state agency submit in fess than a month an
aiternate budget which contained reductions of 30% in anticipation of a 25%
reduction in State General Fund revenues which the initiative wouic invelve.
The Proposition, if passed, wouid take effect on July 1, 1980, and the
Governor was preparing in less than two months to teke to t.ae Legisiature &
contingency budget. The deadline was met with a response from the
Chancellor which indicated that a 30% reduction wouicd Involve the
disenfranchisement of at least 100,000 students if State allocations were
not replaced by tuition and 40,000 students even with a new tuition charge,
This response was not accepted, but by the time a fol lowup was prepared
which detaiied reasons that otier alternatives had heen rejected, the
Governor had declded not to present a contingency budget.

Proposition 9 ("Jarvis 11"} di¢ not pass; Its budget impacts, if any,
invevied only the political capital galned or lcst during the months of
intense discussion and negotiaticn among State agencies, +the Governor, the
cegiclature, and the Department of Firance. Becautse the Initiative wes
taken very seriousiy, the possibility of Its adoption did set off & fiurry
of everits within the State University and Colleges which are discussed
jater.

The budget story continues to be cne cf the impacts of Propositicn 17
combired with enroliment uncertainties and an uncertzin eccnomic picture,
The 1980-81 final budget came cioser to the amount requested by the Eoard cf
Trustees than had any post-Proposition 13 budget. However, 1980=81 was the
fast fiscal year ir which the State still had a surplus frem whica to drow

SKssembly Bill 1172 (Vasconcellos). Chapter 1176, Statutes cf 1974,




fn order tc "ball out" iccal governments, and some cata for 1981-82 wili
show the result for the Cal lfornla State Universlty and Colleges.

Qutcomes
Qutcomes of the Budget Reductiors

Anecdotal evldence was the tirst to be gatherec ir the attermath of
Proposition 13, oiven the visellke etfect of an enrolIment dec!lne angd
recuced support per student, had prevliously scheduled courses been droppea?
Were students being turned away from courses they wanted? Were the tanglible
Impacts of the salary freeze combined wlth the Intangltle ef fects on morale
driving away some of the most able faculty?

At the end cf the flrst post=Proposlitlon 13 term, the comblined estimate
from the 19 campuses was that 18,000 students hac been turned away from
course secticns, even though most campuses hac not elected to use facuity
positions to meet the mandated budget reducticn requlrement, An estimated
700 course sections were not offered, In part because the hiring freeze
precludec shiftlrg positions Into areas where enroliment cemand would
otherwise have werranted adding sec*lons., One campus surveyed lts "no show"
students and found that 15% o; them had not enrolled because they were
unable to get the courses they wanted. Some campuses reported that the
reduction In supplies and services funding was necessitating curricular
revislon because laboratory requlrements coula not te malntalred. Because
there was considerable flexIbllity In the way each campus Implemented the
reductions, the remainlng Impacts were scattered among campuses, though the
combired result I a long saga of reduced grounds maintenance, |ibrary
hours, campus securlty, and the Ilke. The loss of a salery Increase vas
telt by many tc put the faculty further behind what was already estlmated to
hvae been a 30% loss In purchasing power since 1969. One campus Presldent
dlc¢ not attribute the faculty departures at his campus to Proposlitlon 15 as
such, but dlic¢ suggest that the "psychologlcal contract" had been broken as =
result. Frank Bowen and Lyman Glenny, takirg the "pulse" a year and a half
after Prcposltion 13's passage, viewed both Its past and potentlal impacts
as one addltional Item In a long Ilst of uncertalntlies, and cataloged the
ways Ir whlch uncertalnty Itself "exacts a heavy toll1."6 One of these echoed

tre FPresident's concern about the psychologlcal contract. "“In terms of &
sense of securlty, It Is probable that few adminlctrators or feculty will
see thelr Instltuilons in the future in the same Ilght that they dic in the
past. Salarv freezes and fundirg uncertalntles were severe Llows to
morale,"7

Do any of these early assessments flnd support In deta which
subcequently became avallable? It Is most dlfficult to say. Data are rot
collected cn the most important questlons of hcw student learning was
affected or wrether there were tanglble effects on faculty and staff morale.
Some Indlcators are presented here In a serles of tables Indexed to 1076-77,

6Frank Bowen and Lyman Glenny, Uncertainty In Publilc Higher
Education: Rasponses to Stress at Tep Californla Colleges and Unlversities
(Sacramento, Callf.: Callfornla Postsecondary [ducation Commission, 1980),
p. 9.

‘Bowen and Glenry, p. 7.
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TwO years pricr to the first combired Impact of enroliment cecline an
Froposition 13, While the dip n appropriaticns ard expenditures is obvicuc
i Tables | and I, other measures are exceptionally inconclusive. One
might rave expected average student unit locad to decllne Ir the face cf &l
the cancelled courses, but as Table |11 shows, [t simply continued on a slcw
cownward trend which had begun In 1973. The Inability tc offer sections
was, as a result, probably not an explanation for the enrol iment shorttall,

Table IV snows that the shortfall was not rarticulerly anamolous in any
event. Though workioad poilcy had not changed, Table V shows that faculty
werkload did continue to drift upward, though the measures shown are
intluenced by changing balances between full and part-time facuity. The
CSLC uses a staffing method which adjusts for changes Ir both level and mode
of instruction, and this largely survived any arbitrary reducticn. Recause
faculty position [csses were due to enrol Iment decl Ine rather than changes
In workioad expectaiicns, the faculty allocation In relation to what we
deflre as percent of "need" . malned reasonably stable over the period.

Ancther trend continued, namely an Increase in the particip: jon rates
¢t first time freshmen and a decline Ir the particlpaticn rates of Community
College transfer students, Participation rates of 25-29 year olc mzles
continued their rather dramatic decline.

The budget indices are themselves Inf|uenced by such developments as
the Impacts of an early retirament program and retroactive saiary increases,
What then can be gleaned from these Inconciuslve numbers? First, by
Indexing back ro 1967 in constant doliars, we find that there were years
when we farea far worse In support per student rhan 1978-79, the Propositicn
12 year. In 197172, the index fell to 81% of the 1567-68 level, while the
Proposition 13 year on this Index was 94%. The only possibie explenation
tor the greater dlfficuity ~f absorbirg the loss in 1978-79 is the lack of
enroliment growth to mask the effects of fatling behind the inflation rate,
Falling behind had rarely Involved losing positions in the past. Fnroliment
declline may have aiready been more destructlve than the Froposition 17
reducticns,

Secondly, if it Is true that "psychologlical contracts' were broken, the
eftects will take more than three years to detect., Psycholcoglcal contracts
are not tc be regarded |lightly by universities already grappling with the
eftects of lagging salaries, which may in themcelves discourage some ¢f the
most ablc from ertering the faculty profession, We will never know wio ir
fre nex<t ceneration was so dlssuaded.

For the most part, budget losses occurred where deciclon-makers caused
them to occur, and It is Iikely that the data now collected are not
sufficientiy well~tuned or deliberately designeg to discern the subtie
e’tects of reducticns In faculty travel funds, for example, Mary jtems nct
funded tended to be those which did not alreacy have people in piace. As &
result, programes designed to meet new needs or cover ircreased costs were
clther not initiated or nct aliowed to grow, In the CSUC, as elseubere,
*4is meart that funding for student writing skills dl¢ not keep pace with
the grcwing need for them. While the studert affirmative action program
farec relatively well throughout the period, new students so attractey are
‘ess llkely than tnelr predecessors to find all librery «ervices




Table |

State Approprlations per Fuil-Time Equivalent Student
in Constant Uollars, Indexed to 1976-77

1976-77 1917-18 1971€-79 1979-£0 1980-€1
Callfornla State
University ang
Colleges* 1090 103 g7 108 109
Comparlson
Institutions** 100 104 109 - -
Table I

Expenditures per Full-Time Equivalent Student
in Constant Dol lars, Indered to 1976-77

1976=77 1977-718 1978-79  1979-80 1980-€1

California State
University and

Colleges* 100 101 97 104 ~

Compar son

Instltutions*¥ 100 105 110 - -
Table 111

Student Workload: Average Units Attempteq,*
Fall Term, indexed to 1976-77

1976-71 1811= 1978-79 1979-80
100 99 98 99

#* Bace data are shown in Attachment A,

*% W, John Minter and Howara R. Bowen, Freserving Americals
loyestment ir Humar Caplitai: A Stiudy of Public Higher
Education, 1980 (washirgton, D.C.: American Assoclation of
State Col leges ana Universliies, i%80), p. 62. (Based on
financlal repor*s of 26 comprehensive universities.)
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Table lv
Faculty Workload Indexed to 1976-77
197€-77 1971-78 1916-79 1979-80 1980-8] 198]-82

Total welghted

Teaching Units

per Full-Time

Equivalent

Faculty 100 1C0 99 101 - -

Lecture and

Laboratory

Sections per

FTE Faculty 100 1C3 1C3 105 - -

T T T T T T T e e e e e e e e ———— . — ————— e

Table V
Reported Full-TIme Equivalent Students

Compared to Budgeted Full=Time
Equivalent Students

-3,3¢ -0.1% -3.3¢ +1,6% - -

Table VI
Budget Request History: Percent of
CSUC Trustees' General Fund Budget

Requests Funded In Flnal Appropriations
(Includes Salary and Fringe BenefIts)

1976-17  1977-18 1978-79  1979-8Q0  1980-81 1981~-82
98% Q4% 89% 969 96% 87%




avallable at convenient hours or as many classes to choose from., There lc a
cost to not starting needed programs. The real problems, of courwe, are not
those of measurement but rather thcse of planning and pollcy--the stcry cf
flnancial exlgency anywhere.

Process Qutcomes: The Project Team op Academic Programs and the Commlttee
on Academic Planning and Program Reylew

Shortly after the passage of Proposition 13, when the Governor had
requested ldentification of areas for possible budget recuction, academic
programs were selected for Investigation., A broadly representative Task
Force on Academic Programs was given four months to conduct

a review of exlsting academic programs on a reglonal baslis in order tc
Icentlfy and reduce multiple and undersized programs . . . this
special review of academlc programs should resuit in the development
of: (1) plans for consolidating exlsting degree programs on a regional
basis to an even greater extent than at present; (2) guicellnes for
continued program review and development; (3) criteria for program
balance by campus and syster . and (4) proposals for program planning in
the 1980's, 8

Initially, the Project Team vigorously pursued thls charge., It
approved the Chancel lor's staff recommendation to Impose a moratorium on new
degree programs, optlons, credentials, and net Increases In the number of
courses, Lists of low enroliment programs were rapidly prepared, and
regional meetings with campus representatives were scheduled and heid so
that these llsts could be reviewed. If In the process the campuses
redesignated these ilsts as "hit |ists" rather ttan review llsts, and if the
tear of layoff was needlessly exacerbated, It remains the case that the
Project Team from the outset belleved that these were the actlons required
to protect academic program Integrity If major faculty reductions occurred.
Indeed, the Instincts were right in suggesting that it program Integrity and
instltutional integrity are the priorities, then reducticn schemes shouid
tfocus on academic programs rather than on non=-programmaticaliy defined
groups of students or faculty, But the complexity of the problem meant that
it could not really be grasped in the first month of committee work.
Fortunately, as the Committee begé to understand the compllcated scenarios,
1+ recognized that what was needed was not a |lst of programs to be cut, but
rather some new planning mechanisms at both campus and system levels. In a
tortuitous move, the Project Team decided to reject its old charge and write
itcelf a new one,

This came about in part because the revised enrolliment projections
Indicated that the loss of budget positions due to enroliment decline was
potentially far greater than the potentlal loss due to Proposition 13, N
Moreover, the Ioss due to enrol Iment change would be spread over meny years,
and would ,equire adjustments of & very different kind than would a cne-timo
reduction,

8Minutes of the Meeting of the Board of Trustees, December 28, 1978.
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The Project ™ =m 1' jrefore considered Its primary charge ir the context
of programm Justments necessltated by lusses of taculty positicns
which nave al, 3y occurred or ere Imminent., . . . the Academic
Program °r_jex Team belleves that the current problem |s ngt to fing a
way of reducing Instruc*tional budgets but rather tc recommend a
structure for accommodation o budget Iimltations ir order tc maintain
or enhance the quality of Instructional pregrars, 9

Once the problem and the charge had become clew., the Project Team sct
itself within the few months available fo the task of cevising a new
planning and program review procedure which woulg permii campuses to
maintain program quality In the ‘face of possible long term, recurring,
enrol Iment de |lnes,

Stephen Welner and Donald Spelch, in thelr study of Proposition 13,
relute all that the Legislature accompl Ished within three weeks of the
Initiative's passage, a time in whlich nonpartisanship prevailed. "To many.
veteran |awmakers, the three-week 'ball out! sessfon was the Legislature's
finest hour. Nearly a year later, thcse in*ervlewed woulc recall I+
fordly.*1C Many members of the Project Team on Academl!c Programs have
simllar kinds of recoliectlons of purposeful, difigent hours and, given the
Time constratnts, a remarkable product. The Proje~t Team commissicned twc
ad hoc committees, One, consisting of Presldents, /..ademic Vice Presicents,
and Faculty Senate represenfafive§ of the six smalle:t campuses, was asked
to define an essential core of acidemlc programs which mignt be usec for &l
campuses in The CSUC. It was reasoned that programs not offered at the
smaller (but Increas rgiy mature) - -uses did not telong ir a system core
l'ist, but that larger campuses alr: offered thls core and more. This ag
hoc committee, which wlsely rechrisrened itself the "Ceveioping Campus"
commlttee, proposed Just such a Ilst, based on a review of programs alreacy
ctfered and on a I1st which had been adopted in 196% by the Roard of
Trustees. Thre Project Team took t:at 1ist and recormended that in these
basic subjects, need and demand shouid not be t 2 preeminent criteria for
offering degrees, Rather, quali.atlve criterla regardlrg program irtegrity
were 0 be paramount,

A second ad hoc committee of graduate deans was asked to suggest
minimum systemwlde quallty standards for the revlew of existing and proposec
graduate degree programs. These too were fncorporated Ir+c a recommerdaticn
that guidelines be dissemlrated for syste review, comment, anc adoption.
The statewide “cademic Senate ultimately tcok on this charge.

The Project Team further recommerded that access be deflned in terms cf
progre s, and suggested the kinds of programs to which studerts Touid expect
the gree est a-~cess ard which kirds would be more limlted within the State.
System pollcy since 1971 had required the systematic review of each acaderic
program, and the Prcject Team recommended that greater cffort Se made *o

9The Callfornia State University ana Colleges, Report of the
Project leam on Academlc Programs (Long Beach, Cal .: Offlce cf tne
Chancel ior, May 1979), pp. 15-17,

10Don F. Speich and Stephen S. Welrer, in the Eve or the Sterrm:
Proposition 15 and Public Educatic~_in_Cajifornie (Washingtin, N0, -,

George Washington Unlversity, 1980), p. 37.
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link program review to resource allocation processes. |t turned
respons|blllty over toc the campuses for the ldentiiication of progrars to be
dlecontinued, and required that each campus deve.op dlicscontinuation
procedures, Regional cnsolidation of prograns, if consldered Irn the
future, «as to nove as its gulding prirciple instituiional Integrity and
maintenance of the best programs.

There were two recommendations on which thls study will focus as having
potentially fthe greatest impact. The flrst was substantive:

rach campus which has nnt alreac, dene so shculd develcp a statement cf
mlssicens and guals which can be used locally tc guide program pienning,
review, and resource allocation processes and can be used on «
systemwide basis to gulde recommendations on program dlstritution,
implementation, and discontiruation.

Procedurally, the Project Team recommended how zll of thils was to be
accompl Ished. It asked that the Chancellor "estabiish a Standing Committee
cn Academic Plannirg, with representaticn of faculty, students and
acministratisn." The Chancel lor azcepted all ot the recommendations.

Bowen and Glenny hac sugge sted that one of the bereflts ¢ Proposition
13 had been the eariy warning of the need to prepare and adjust to change.!!
There is no question that the Committee or Academic Planning and Program
Revlew waes Itself a dlrect result of Propositlion 13 activities, and |1s
agoption of a mlsslon-base¢ planning model occurrea far sooner than wculc
have been the case haa the alarms not been sounded.

Substantive changes In the academic planning proc .s at campus and
system levels stand to be pertaps the most positive outcome of the Mcrisis"
perlod, BRut & few of the prc-edural changes are flrst worth noting.

At the system level, meetings of the Presidents, A&cademic Vice
Preslidents, and Deans of Graduate Studles are regularly scheculed. Thre
Academl|c Senate of the CSUC serves at the system ifevei in a role not unilke
Faculty Senates at the campuses, and har always .aken a signiflcant role In
system educational pollcy. But an "omnltus' standlng committee had not
nrevious|y been utlllzed In academic planning, and the proposal was
inttially regarded with skepticlsm on the campuses and in the Academlic
Senate. After two years of experlence with this commlttee, | can offer an
cplnion only from the perspectlve ot systemwide adminlstration, but I+ s a
highly positlive one. In a very low key way, this Committee serves a role
tilled by no other.

1 part, this is because *the Committee can serve or an '"as needed"
btasic when issues arise, Just tefore the Committee's flrst meeting, ftor
exampie, the $2 mlillcn emergency faculty allocation was announced anc
declelons were needed quickly cn how allocations were to be made to
campuses. iteglelative language required that the money ce used to lecsen
"the negative Impact of enroliment decl!nes" and "the negative impact cn th.
upward mobility and atfirmative action precgrams.” The Committee wes
Instrumental in suggesting & viehie allocation schemg,

aowen orc Clenny, 1. 20,




Later, when Froposition 9 contingency plens were belrg developea, the
Committee was Instrumental In proposing guiceilnes which each campus coulc
use shoulc major reducticns become necessary. The principles developed by
the Committee made thelr way through other consultative groups reasonat:|y
intact as the primary prirciples to which each CSUC campus would be expected
tc adnere In the event of major budget reducticn. These were undergirded ty
the tundamental guldet!ines that “currlcular priorities are paramount" and
that long term Instituticnal integrity was to be malntalned. Accordirgly,
the system guldelines for the maintenance of quallity for campus use Ir
ptannirg Proposition 9 rcductlions were:

==t sirtenance of the current student-faculty ratio, except where change i<
occasloned by change In program mix;

~-Malirtenarce cf the current tacuiliy workload standard;

-=lrndlvicual consideration of each program and department; l.e., ro
across-the-board percentage reductions of all departmerts or
non=programmatic reductions of faculty classes;

--Frctection of the Integrity of those programs which wiil remein;
preservation of accredltation where applicable;

~-Retention of lower division and of & gene- | educaticn prograr;

--Retentlion cof a "core program" in recognltion nf the system's rcie ir
serving a non~mobile student popula.ion,

Fortunately, fthe guldellnes never had to be disseminated tc the
cempuses,  But there Is |1ttle question that future years wlil brirg new
budget problems requiring rapic responses., The CSUC, by virtue of this
cemmittee, Is better prepared to respond rapldiy to unknown contingenc!is.

~ubstantive Qutcomes: A Mission Based Plapnirg Syster

The Committee cn Acadgemlc Plannirg and Program Revlew dic¢ not conceive
<t or irvent & piannirg model which attempted tc |ink budget, prograr
review, and program planning decizlions to each other trrough cetalled
risgion statements. Models had long appeared In the |lterature, and In ore
respect, what The Callfornie State Universlty and Cclleges has embarkec on
mey be just one more try. But potentially, there are two differences. One
fs @ more visibie need now for cuch systems. Secondly, the currert proposc!
ra: potentlial rewards for irdividual carpuses which may cutweigh tre
petential drowbartks,

The California State Univerclty and Colleges haw lcong had an acadenic
flonnirg process wherein staff i the segmental cofflice review ang comment o
campus five year currlcular plans betore recommenuing their approval tc tre
Boarg f Trustees. Programs which hac been so approved on ar acsdenic pler
gre trern submitteg in fuil proposal torm to the Charcellcor's Oftice storri,
tefcre tre: scheduled dete of implemertation, where they are Lubject to

review ang approvel.
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A rew commlttee composed cf students, campus admlnistrators end
faculty--with faculty belng Ir the majorlty--ls inevitably going to be
con:erned that campus and faculty Interests be adequately protected Ir thlc
sysiem-level revlew process. Moreover, the Commlttee was soon to flnd that
Froposition 1> had not dlscouraged rost campuses from proposing new
programs, and therc were recommendat|ons to be made rapidiy in some cases
gbo. r how many Accounting degree programs, for example, the State needed;
whers they shoulc loglcally be iocated; and what criterie shoulc govern
thelr placement. The Commlttee also confronted the vexing problem known tc¢
manv edministretcre: given serlous concerns abouy resource uncertelntles
but &lso sensitlve to possitle Institutional Inertla and overcautlon, what
is tie approprliete balance of encourcgement and dicscouragement?

From cre perspective, it was natural that the comrlttee shouid arrlve
at unique campus mlsslon as a guldirg prirclple In the system review and
altocatlon of academic programs. Campus unigueness was already beglnning to
be <rressed more at the campus level. When competlticn Increases, whether
tor .dent , for funds, or for both, "differentiation" |s an instinctive
response. it ls also @ sound prirclple of poth economics and marketing.

The gppearange of unicueness (< sufflclent to galn competltive advantage,
“~ough it is probably insufficlent for resource allocation and program
s.broval cecleions.

The similartty of mission statemente In comprehensive colleges across
the country ras beer often noted. When the Commititee examlned the existing
mi ion stetements of the 15 CSUC campuses, It found, not surprisingly, that
thev would Irn thelr current form serve little purpose In program or
b.dgetlng decisions at campus or system lcvels. While each campus has a
uriicue protiie of student origin, student age, course offerlings znd the
I1ke, each is In fact e comprehensive liberal erts Institutlicon--just as the
zystem mission says 1 shou!s be. Moreover, mlsslon statements have a
tracition of belng pubiic relations kinds of descriptlons recuced to
whatever denomlnator lc required to satlsfy everyone cn the campus. Because
't was aware that even such biand appearing consensus haa been tedlous to
bring about, the Committee almost knew better fthan to ask for more usefit,
operaticnal, distinctive mission statements. Campus faculty and
~céministrators were still occupied with budget contlngency glanning and
retrenchment pollicy. But two considerations probadbiy tlppea the scale. The
Commitree hac already suggested that if recuctlons became rnecessary,
campuses not resort to across-the-board cuts, but use programmatic criteria
inst=aa. Could less be asked of system allocation methods to campuses?
Morecver, if sufflicient dlfferentiaticn could be elicit~  the appeal of
using unique mission statemente for some system fevel pi . am and rescurce
allocation declclons was great,

Fach campus was asked 1o submit with Its alreacy scheculed five year
currlcular plan a "statement about the overall plans of the campus" and a
“"statement of campus plannirg premises.”" Prevliously developed stalements
were acceptable, but the Commiitee relterated Its Intent ro work eventuelly
toward operational statements of missicne and objec*ives whichk coule be usec
te gulde procram recommendations at Doth system end campus cevels,




A reasonable approach woula appear to be the cevelcpment of mere
Preclse understandings among the Trustees, tre Chancellor's Offlce, and
the campuses concerning both similarities among the campuses as well as
unique aspects of each campus. Understandirgs of unique aspects shouid
Include both tnose which now exict and those which the campus proposes
to be ereas of cpecial strength or exce!lence.174

Each campus was also asked to specify the premices underlying Its
academlc pian. Assumptions about enrolliment; resources; changling student
populations; expected balance between undergracuate and gracuate
instructicn; and the enrvironment were eliclted. A ful! and comprehensive
response was not requested or expected Ir the first year, but was @ fong
term yoal.

Just as inltial campus reactions to the request hacd run the gamui, so
did the responses. The open-ended request hac, as expected, yielcded
non-ccrmparable responses which dicd Ir any event comprise an 'rterecting
package. One Comml!itee member observed that at last the Committee hac come
up with a tanglble product--a book! Two campiises had just completed detalled
and operational mlssion statements and they were the crly ones 1c
ircorporate common plannirg assumptions (demographic charges and firancial
uncerteinties) Intc their mission stetements. These are twc campuses which
have a strcng and broad commltment To mission-based pianning, and Intend
(without prodding from the Chancelior's Office) to use thelr mizcign
statements tc guide program priorlty declesions,

Differentiation dld emerge In the planning assumptions. Thece
reflected already exlsting dlfferences which were often functions both of
location and history. The commitments of urban, commuter institutions to
both the students and the !lfe of the community vary from the commitments of
nore resldential Institutions which attract non-local students.

't was not surprising that campus enrolliment assumptlons were more
cptimistic than system projecticns. There s wisdom in optimism, and as
lcng as contingency plans are being rcadled, well-Informed optimism is
probably positive. Contingency priority plans were being readied in many
cases; five campuses provicded them. In these, prioritiles indeed drew on
mleslon statements. Some became "incperative" when Froposiilon 9 falled,
but they surely demorstrated that when needed, such planning coulc occur.
These contingency program reduction plans bore little visitle relation tc
the new program plans of the same campuses, 1t may be that pricrities for
program development are genuinely different than prlorities for program
reduction, or it may be that more "tine-tuning" is neceded.

Liscrepancies petween the curricuiar plars and the planning assumptions
were found ir several cases. This le¢ nct unexpected when new program plans
have long beer in place and rission stetements and plannirg assumpticns are
beltetedly grafted onte them. These .lscrepancles dl¢ provide scme new
criteria for reviewling curricuiar plans, but some campus admirictrators were
already well aware thut ¢ curricutar plon which proposes et hT new master's
degrees 1o inconsicstent with o flannirg aesungticn cpectiating that demana

TZAVex Lo Sherratfte, Vice Charcetior, Acereric Aftodrs ¢ Frocicent ,
Calitornie Stote Uriyvoreity wesery 1 F, TUR




for graduate programs wlil decline and a mlsslon statemcnt which i< silent
on vhe priority accorded to graduate programs. Flre tuning takes 1ime.

Such Incidents dig, hcwever, serve to point up an arez In which great
sensitivity and cautlon should be excrclced., Close Iinkage of mission,
budgeting, and program review marks a change In a system which has served
higher education remarkably well. New programs have come about because of
Indivliagual faculty Initiative, and before reachirg the system level, they
have often survived campus revliew processes because of the recognlzed
qualltative strengths of departments and faculty. One tampers only very
carefully with such success. it was In part this recognition that led to &
second year of Inviting but not mandating more cperational mission
stetements. In addlition to updating the initial request, an Invitation was
Issued In the second year:

Each CSUC campus may consider icentifylng exlsting or plannec areas of
currlcular excellence which it wishes tc target for special cevelopment
or recognltion and ror wkich it wiches to be spec!flcally :cognized
withln *he CSUC system,13

The second year responses are encouraglng to those who believe that
there Is merit to misslcn-based planning. The leve! of actlvity has
Increased. A number of CSUC campus adminlcstrators have expressed an
Interest In what slster institutions are doirg, and the "book" has just been
released to all of the CSUC campuses. It contalns nearly all of the mlssion
stei..ents, new and olc, and selected samples of plannirg assumptions and
priorlty studles. Several campus admlnlstrators have expressed an Interest
In deslgnating areas ot excellence, and there ls some Interest in the
Chancellor's Offlce In seelng If these are usable for any resource
ailocatlon purposes. | suspect that some campus admlnictrators are weiting
to see if there Is any beneflt In having "areas of excel lence" before
suggesting 10 the majority of faculty that their areas do pot fall within
the speclal area of excellence, and It Is incumbent on system adminictraticn
T¢ insure that there gre beneflts,

| hope that we do nct labor under ary lilusions about the Importence of
these developments. Most withln the system go about thelr businesc without
knowlng anything about these changes. There Is no evidence that any prograr
was proposed or ruled out at any campus because It di¢ or dId not conform to
the newer, more speciflic mlssion statewment. It Is beginning to appear that
misslon statemerits will continue to be writter so that no program which
might be deslred could be ruled out. As long as the mlssior statemente
inform prlority listings when priority listings become necessary, the
intended purposes may be served.

A commltrent has been made over the next three ,ears ic teke.rore
devalled, !ntegrated mission statements, planning assumptlicns and curriculim
plans for eacn campus to the Board of Trustees, After 1bat, It will Le tire
tc ask honestly if the investment of time--particulaerly at the campus
level--has ylelded results which make continuaticn of *his pianning method
worthwhile.

13alex C. Sterritfs to CSUC Precicents, April 3, 1u81,
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Conclusions: What Has Been Learned?

There Is a human and an institutlonal need fcr certalnty and continulty
which should not be forgotten In a cricls atmosphere,

The recently issued planning statement of the Unlverslty ot Calltornla
does not stand alcne among university planning documents across the
country In noting that "change is the princlpal certelrty In a largely
uncertain environment,”

But In retrospect, !t was not the prodding to develop rew procedures to
cope with change whrere the central offlce - systemwide commlttees had
the greatest impact durirg the perlcd. Rather, the few assurances of
continuity seem to heve been most important and certeinly most welcomed.
When time Is lImited, |t may appear wasteful to devote the count'ess
hours required 1o reach agreement on the Ilst of "baslc programs.~ Yet
thls Ilst was picked up by many campuses In toelr own planning efforts
and documents. |t reafflrmed that the "core" had not changed and that
the "e remalned a system-level commltment to the lliberal zrtc mlssion.
The Chancellor's public commltment to keeplng al campuses open had a
simliar salutary effect. Campus planning assumptlons relled on the 1960
Cailtornia Master Plan for Higher Education in a positive way, and there
seems almost to be a rerewed, wldespread dedication tc and appreclation
of the system's role withln Californla public higher ecucatlion.

What some would praise as contirulty others weilc condemn as inertia.

But if change will be as stressful as some suggest, 11 may be wise to

ptace more emphasic on identifylny those areas where continuity can be
soundly embraced,

Communication gaps wlden ard the d!stance between the system coffice anc
the campuses may csuse mls judgments and mlsunderstandings.,

Most reporte, plannirg assumptions, and curricular plans recelved In the
Chancellor's Otfice from the campuses showed ;'ttle evidence of serlous
concern about fiscasl exlgency or enrcilment decline. As zlready notec,
there was a major gap between campus and Chancellor's Office enrollment
expectatlions, and ir mary cases there was a gap In assumptlons abcut
resource support, Whlle nearling about the desiructlon of morale and the
danger ct inertia, the Chancellor's Offlce was recelving proposals for
new programs in what seemed |lke record numbers. The tendency was to
believe the written evidence more than the anecdotes. The evldence
suggested that there were too many 2t the camrises who dic¢ not
appreclate the seriousness of the siiuation. The Chancellor's Office
assumed for iiself the role of purveyw ot hopeless forecasts.

Not everythirg furned cut as dismally as scme Ir the Chancellor's Offlce
rad forecast. Froposition 9 was rejected by the voters, the Governcr
¢id not reduce any budget by 10, 15 cr 30 percent, and there were
several last-mlnute re: _ues. Moreover, It appears In retrospect that
there was more ealism at the campuses than Initial evidence hac
revealed, But 1~ the process of "preparing," we had strongly encourgged
some campuses to develop program prioridies for contingencles whic el
not occur. Now, there are faculty who know that thelr subject apeos
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would have been--and still could be--the first t> be discontinued. We
worry about the effects on program quallty when resource problers
require that faculty teach in secondary and tertiary fleids. Perhaps we
should worry equal ly about whether those who really were victims of
broken psychciogical contracts=--who were folc that they were at the
bottom of the priorities--still manage to brirg to thelr prcfession the
erithusiasm which makes them effective as facuity znd perticularly as

’ teachers,

In case It does not go without saying, the destructiveness of campus
Zlosure rumers and other assorted layeft rumors was recognlzed ther and
now. Toc many "hit llsts" were rumored, and too many targets selected.
When decisiveress s possible, It Is deslrable.

3. There are ro easy answers for reducing expendlitures In an emnergency
slituation, but each new committee will begin by hoping to find them and
conclude by confronting mission questions.

All cf the reel and false alarms spawned uncountable campus and system
comm|ttees, each of which examlined riumerous proposals for reducing the
budget. Mary scenarios Involved recucing the number of employees neeced
by changing the student faculty ratlc or reducing the numper of students
through pricing or admission pollcy change. But such schemes strike
totally irndiscriminately at acedemlic program enrolliments and
consequently faculty positions. Hnl¢ down the FTE by limiting the
number of units a student can take? Public Adminlistration, which serves
malnly part-time students, |s untouched, but Music may be devastated.
When such policy Is systemwide, the Impact Is multiplied; the same
subject Is devastated at 19 campuses. Ralse forelgn student tultion or
cease admltting undeciared post-baccalaureate students? Agaln, each
major has a unique mix of full-time, native, resident or commuting
students, Majors tend to be differentiated by such personal
characterlistics as soclo~economic status. The effects of elimirating
any group of students will not be evenly di. “*uted among programs or
feculty, Most campuses are In any case not prepared to link the effects
of dlscontinulng undeclared students to anv particular facuity

posl tions,

General |zed categories ¢f faculty such as part-time faculty are of
course also unreiateg to academic programs or to categorles of studente,
Inevitably, a declslon must be made about the organizinrg princigple
around which reducticns will be made--and then mission enters the
diccussion. The program-stucent=faculty prirclple occurs at both campus
and system levels. The discussion of campus closure ralses system-level
mizsion juestions. Are there relative priorities between access and
malntenance of quallty?

ke are, nevertheless, ahead. Fach new commiitee is able to build on the

Inslghte and recommendatiwns of the last; Insights come more quickly and

response s more ragplc, ‘
4. The processes have brought into focus the mlssion questions which this

and other Siacte Unlversity sysiems will have to confront in the 1980s if
mi.slon=based plannirg Is to succeed. l

'1(8‘ l
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David Breneman has suggested that "a priority need on these [Siate
University] campuses will be to establiish ciear and distinctive
fcentities and missions." He urges that curricular change be |inked
visibly tc staffing patterns so that educational poliry declisions “cen
be addressed honestly and on thelr merits, rather than having
educational policy determined ostensibly cn educational grounds, but in
reality, for reasons of job protection."i4

The survivel mission is rarely sta*ted but sureiy understood, and most
have expressed concerns about potential conflicts between survivai znd
curriculer quality. There may be develcping a third presure on the
organizing prirciple of comprehensive state universities and col leges,
and that is access. The mission statements and particularly the
plannirg assumptions of many CSUC campuses appear to be drifting far
more to access as an organizing principle than the, had In the recent
past. In pragmatic terms, this means that mission mav not be deflined so
much by curriculum as by who Is served. 1In turn, the curriculum Is
prescrited not by a conception of what every comprehensive college
shoulc offer, but rather by what programs are needed “o serve local and
regional populations who are iinfted by geography to a particular
irstitution, Wiihout ettaching a value to this development, | ¢o see it
as creating a tension on the campuses and at the system level for some
years to come. Survival Is never likely to become an explicit missjon,
but it will underlie decicions which may be made about the relative
emphasls on access versus curricular tradition and may indeed become the
cecisive factor in determining the balance.

The su. ¢ss of mlission based plannirg, not to mention the Integrity of
fnstitutions, will ultimately depend on the willingness of campus
leaders in particular to tackle these difficult mission questic-s and
persevere until they are answerec. The task should not be
underestimated.

14David Breneman, "Economic Trends: What Do They Imply for Higher
Eoucation?? AAHE Bulletin, September 1976,
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ATTACHMENT A
Base Dats
The California State University and Ccllegec
i. Budgetea aru Reportes Full-Time Equivalent Student:
1876-77 1977-18 1978-1S 1979-80 1¢80-01 1981-82
Budgeted 236,000 235,980 236,670 226,900 230,330 236,470
Reported 231,251 233,699 228,939 237,552 23&,495 -
It, General Frnd Stete Support for the Ficcal Year Exciisive of Student

Fees, Non-Resldent Tultion, Federal Contritutions and Miscel laneous
Reimbursed Activities, and Capital Outiay (in thousends)

1976-71 1977-7& 1978-19 1979-80 I1°t0-81  1981-82

Trustees!
Eudget 526,167 719,207 774,678 852,451 952,7% 1,117,897

Final Budget
Total
Avallable 614,105 673,316 691,934 821,474 923,526 97

by
N
-
@
%,
N

Tctal Exp-

endltures 604,833 666,072 682,985 816,158 - -

i1, State Appropriation per Student (FTEs in Current and Constant Collars)
1976-71 1977-7¢ 1278-79 1979-80  1980-8]1  1981-82

curreny

Co!lars 2,569 2,853 2,924 3,589 4,009 4,118

Cefiator 1(0.0C 107.99 117.28 128.90 144,37 161.66

Constant

Dollars 2,569 2,647 2,495 7,784 2,777 2,547

IV, Average Term Uniic Attemptea by Uncvergracuate Stucdents, Fali Term

1276 1827 1978 1978
12.49 12.38 12,32 12.24

Date Sunrcec: Statistical Atstract of The Callfornia State Universiiy anc
Coileges, Support Fudget cof The California State University
and Colleges, Syrvey of Current EBusiness (Price deflation of
State and Local Government Furchases 1o 1479-80; estimrated at
12% thercatter)

)
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Faculty Early Retlrement:
A Plannirg and Budgetlng lssue in Higher Equcaticn

Lotroguctics

In the 1960's higher educaticn wes called upon to ruspond te expancing
student enrolimente; Ir the 1980's enrciliments are expected to remaln

constant or decline. Durirg the next decade of steady state, expansion of &
program typlcally will take place only If another program contracts. In
addltion, shifts In enro!lment patterns among programs will result In some

areas of instruction having too many faculty and others having too few, a
situation that calls fur greater flexIbillty In stafflng.,

Compounding these condltlons |s the recent age 70 retlrement
leglsletlion enacted by Conygress. The central provislon In the 1978
Amendments tc the Age Dlscrimiration in Employment Act (ADEA) ralses
marndatory retirement age to 70. This change does not become effectlve for
erployees wlth unlimited tenure unti| July 1, 1982, under the federal law.
In Oregon, bhowever, the 1979 Leglsleature extended retlrement age to 70 tor
all employees under the Publlc Employees Retirement System ef fectlve July
26, 1979, Includlrg faculty of the Oregon State System of Higher Educatlcn.

Interest in veluntery early retirement plans for higher education
faculty stems from steady state cond!tlons and prospects of an aging
academlc workforce. FEarly retirement programs are potentially useful tools
to encourage turnover and revitalize faculty ranks, providing flexibllity In
program staffing and openling opportunitles for young academics, Including
women and minoritles. In addlition, early retlrement may be used as a flscal
policy t¢ reduce payroll costs. Options also may provide the Increased
benefits to enable Indlvidual faculty who wish tc retire early to ¢o so.

Rgalnst thls background, the purpose of this study l¢ to provide some
insights and planning tools for Instltutions and systems seeklng solutions
tc a potential “staffing cricis® by changlrg personnel retirement pollcles.
One such policy change may be the Impiementation of one or more voluntary
early retirement programs for faculty.

The two most distinctive feutures of thls study are that early
retirement plans for a system of different types of Institutions are
consicered and that the complete scope Is covered-=from surveylng faculty,
to developing predlicted rates of retlrement, conducting computer simulations
cf consequences, develcring cost analyses, and discussing Implications for
planning and budgetirg In hlgher educatlion,

The =tudy addresses the fcllowling questions:

', What factors are irfluential In or relateg to facult,; menbers!?
intenticns to retlre early?

7. How much faculty Irterest is there ir speclfic early ret! ement
cptions?
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3. What rates of early retlirement mlght be predicted under sreclfic
early retlrement plans?

4. Whgt impact woulod early retirements have on faculty turnover rates
at speclflc Irstltutions?

5. What woulc speclflc early retirement plans cost and what woulc be
the potential beneflts?

6., What are the Implications of early retirement for plannirg and
budgeting In higher education?

Literafure Revigw. An extensive search of ihe iiterature was made
through the ERIC computer system. Whlle early retlrement may be a much
telked about toplc In higher education, there Is Ilttle solld emplrical
publlishea work on early retirement for academlcs. Carl V. Pattcon's Academis
in Jransition (1979) Is the only fuli-length, hard cover book ldent!flied.
Several excellent surveys and Issues reports have been publlshed by
TIAA-CREF and Amerlican Councl| on Educatlion, as examples. Numerous articles
nave appeared In recent years, many of them In Academe, ihe Amerlcan
Assocl@tion of Universlty Professors newsletter, The emplrical studles,
however, are primarliy In urpublished Institutional reports, which were
obtalned from Institutions dlrectly and from avallable files in Oregon.

Importapce of the Study. As ar AAUP report cf the Speclal Committee cn
Age Dlscrimlination and Retirement (AAUP Bulletin, Sept. 1978, p. 187) notes:

In fact, relatively littie attentlon has been glven to enlargling
cur understanding of the labor force particlpation rates of people
approaching retirement or thelr responses to changes In retirement
provisions and to Incentlve plans that might alter retirement rates.
Likewlise, relatively little attention has been glven to developirg a
better understandirg of hcw Institutlons can operate to affect the age
structure of thelr facultlies, to change the pattern of compensation by
age, and tc alter the Incentlves for Inducing earller retiremert. None
cf thls work tc our knowledge has analyzed behavicr in a framework that
woulc¢ lend 1tselt to projection.,

Concerned about the age 70 ACEA amendment, the report urged:
"Del iverance lies In finding even less expensive methods of enccuraging
eariy retirement; such 2 study deserves |Immediate attenticn.,”

Mettods

Questions dssigned for thle study were included in a wiiften
questiconnalre adminlstered In April 1980 tc all faculty age 45 and above in
seven institutlicns of the Oregcon State System of Higher Education. The
Institutions include three uriversities and four colleges (one a technlcal
institute) governed by the State Board of Higher Ecucation in Oregon.
Fersonnel policles are made on a system-wide basls by thls board and
administered by the Board's Chancellor ard the FPresident of each
irstitution,




The research was conducted under the Early Retirement Froject of the
Un'verslity of Oregon Instltute for Scclal Science Research and funoced by the
Northwest Area Foundation,

Questions developec for tris study were intenced to solicit the
following:

Ideal or preferred age ot retirement.
Reascns for that ideal zge,

The three must important conditicons trat woulc allow respondents fc
retlre at the iceal ege.

Realistic or expected age of retlrement,
Reasons for that realistic age.

Rerirement age each respondent mlght expect under each of three
early retirement options descritec.

The preferred plan of the three optlons.

Demographic data and several other varlables also were cf particular
interest, Including: age of respondent, sex, rank, type of institution,
subject area, years wcrked In the State System, feelings toward retirement,
and adequacy of flnanclal planning for retirement.

The three early retirement options developed for this study and
descrlbeo In the questlionnalre are as follows:

PLAN A:

PLAN B:

PLAM C:

bt

Part=time employment followlng early retirement, with continued
medical and |lte Insurance coverage. Fart-time pay would be up 10
25 percent of salary at retirement or $6,000, whichever Is less.
This op*lon may be elected no earller than age 60. The Irdiviaual
Is not obligated to work untli age 70. Regardless cf the age at
which the person chooses to quit working, the medical end llfe
insurance coverage continues untll Medicare eligibillty begirs,

A 6 percent income suppiement for those faculty who announce by &ge
60 that they wlll retlre by or before age €5. This annual salary
addition wouid be pald Into a tax-sheltered annuity. For exaemple,
3 person with a $25,000 salary would accumulate an annuity over a
filve-year employment perlod {age 60-65) that wouid pay, Jue fo
interest earned, approximately $125 a month for 10 years (age 65 tc

g€
12).

Upon early retlrement at age 60 (or later) recelpt of full pension
benefits based on years of service ccmputed as If you hae worked ¢
the mandatory retirement age under the Oregon Publlc Employees
Retirement System (PERS).

These three plans were used because they are currently elther under
review or in exictence in the Oregon State System c1 Higher tcucaticon., A
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version of FPlan A, part-tire grployment, has been nseC a* Fortiong S
University and Is beirg considerec at the University of Oreccn, A pro
similar to Flan B, thre Income supplement, has been deveicpec at the
University of Oregon and Is awaiting review by the Chancellor's Otfice.
Plan € is provided under current Oregon law and has been aveliable sirce
1973, Features of the three plans are similar to seversl ct the ten eariy
re*irement options described by Patton (1979},

Data Apglysis. Cross tabulaticns were useg to analyze refirement age
responses wlth uemographic factors as well as responses cn feel Ings towarc
retirement and financie! plans. As pertinent, chi cquare statistics are
glven to demenstrate a systematic rolationstip betreern two variables. Ip
addition, results of tests for the dlfference between mears are presen~ted.
These invcive pairing each respondent'!s answerc on retirement ages. Alco,
dl tterences between mears of two groups were cevelop: #==for age of
respondent, sex, rark, *nd type of iInsti‘uticn., In ail cases, statistical
signiflcance s at the .01 level, one-talled, reguiring a t-value larger
thar 2.326.

Hased on retirement age responses frop survey cata, preotabilities for
retlrement ages under the three plans ard ideal age were (sed as variables
for faculty fiow modeling and comparec to current retirer + estimates. One
university and one college were selected for this comput simuletion
projecting for a 20-year period. Difterences among plans arg between
irstitutions were analyzed and Irplications dlscuse~d, Cost anajyses then
were developed based on retirements expected from 1 - computer cimularicn,

Finally, personal interviews with selected fe- ty and admirlctrators
arg collecticn of information on Ph.D. producticn . d state lawe were Lsed
ir dlccussion of img ications in terms of tegal, adininictrative, politicat,
and market feasitillty,

Resulis

Ct the 1,227 quest onnaires diztritutea fo Oreccn Steote Cystem of
bicher tducation faculty, 647 were returneg for & 52 percent responae rate,
This response was surprisirg consigering the fength of tte cquestionnaire anc
short time for return, C(Clearly, the survey struck a responsive chorg.

The size anc distrivution of the responses insure reprecentat  eness oof
The populaticn, includirg by type of Instituticn ard subje 1 area teught,

br terms of the cuesticns posed, tre toilowirg recsults were cttaireds:
i “ L be)

I Wnat factors are irfiuential ir or relarea to facuity mepterd?
irtenticns to retire eariy?

wongltions. Survey responses indicate trat the three most
important conditicns that w_ Llc allcw feculty TC retire ot i,
iceal age are 1) additicnal pay; 2) irsurance; eng ) part-+time
employment, Fatton (197€) end Lacd=Lipsct (1977) ot for. ¢ larger
retirement bereflts were the primary concition citecting carlicr
retirement, with par*=tire erployriert secore,

ERIC 55
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Age. Younger tacuity (under 5.) indicate earller iceal retirement
ages than faculty 55 and over. Ditfererce c¢f means tests between
the two ace groups ic signiflcart (+=3.11). This |s consistent
with the Ladd-Lipset flInding of cuhstantial Increases In
provortions of feculty planning tc stay on untii thelr late 60's or
7C's once imminence becomes a factor.

26x. Women realistically expect t¢ retire cariier thar men (63,6
to 64.3). This Is consistent with Paitcn's findlng of C4.5 fer
women to £5.6 for men, More slgniflcant, in the ~atistical sense,
Is the cifference between women's mean iceal age (£2.5) end rents
Tdeal cge (61,2) in the present study.

Eank. As wlth Pattont's firnding, fuli professors In the CSSHE
survey icgeally plan to retire fater tharn faculty cf lfower ranks.

Instituticn. College faculty Indicate lcwer iceal reti-romert ages
han university faculty in trhe Orecon State System,

Supject Area. Busiress, health/F.E. ang educaticn facully are most
faverable to lower iceal retirement eges, while science, huranlties
and .ocial science faculty prefer later retirement,

Attitude. Those respondents with the most positive feelings towerd
retlrement indlcate earlier iceal retirement ages than those with
negative feellngs. Simliariy, Patton foung that those who plan tfc
retire eariy tend to look forward to retirement,

Satisfaction and Performance. Dissatisfled faculty tend to desire
early retirement, The best researchers wlsh to retire at later
ages. This Is consistent wlth Ladd-Lifset's 1inding that faculty
with the highest schelarship standlng and performance want late
retirement, while those wlth the fewest scholarly attalmmente are
most interested Irn retiring early.

How much faculty interest is there in speclfic earl, retiremert
options?

Survey responses show th- respondents! mean realistic aye of
refiremengbis 64,24 com .red to mean ideal age of £1.01,
Under the three early retirement options descritea in the
questionnaire, respondents! mean retiremenrt ages Inciude:
Plan A (part-time employment) 62,5

Plan B (lncome supplement annuity) £5.6

Plan C (Publlc Employees Retirement Syoter)  €2,0

In term. of most frequertiy preferrce plor:
Plan A 28%
Flan B 01%
Plan C 43¢
If



Ir *he prosent study COSSHE taculty exhibit an Increased Interest it
carl, retirement comparoed tc OSSHE taculiy surveyec in 1973, More
Than 36 percent realistically expect to retire before 65, in
c.ntrast to 1% percent in the earlier survey (Oregon Legicslative
House Research Cfflce, 1973), More thar 63 percent in the present
study give thelr iceal retirement age as below 65, with neariy halt
of those betow £0.

The present study shows stronger irterest irn early retirement by
Oregon faculty *than the Universitiy of Scuttern Calitornia faculty
(Peterson and Mcrey, 1976). For USC feculty, only 12 percent gave
Tre expected or realistic age ac before €5, and 2% percent |isted
under 6> as a preferrec or lceal cge.

2. What rates of carly retirement might te predicted under speciflc
eariy retirement plans?

From survey catea, probabilities for tre three plans and ideal zge
were developed for two institutions as variables from current
probabilities in the compuier model ¢t the foliowirg key ages,

Vo of Qregon Oreas Coil, of £g,
e A L C lgeal A B e lgeal
60 SR8 %6 42 50,24 .48 .60
62 0007 L .06 L0607 .09 .06
£5 240030 17 1€ L4 300 14 .04

These protebitities applied to indlviaual facuity in the flow mcdel
Ceterrire the numbers cf expected retirements and turnover rates,

Age €0 inciuges all those who indicated trey-weuic retire Lefore ,
age 60 as well, Age 70, urder Oregon lew, Is the mandatery

retiremert age, = this becomes a 1,00 protability, 1t was declced

Te use existing probabilities for ages 63-64 and 66-£3, since +the
protabitlity of those remainirg employed at that ege will not

recrease under the cptional pians. The reason for irctuding iceazl

Aie Te that i1 15 possitle to combire ihese plans or tc develop
siternative plans that woulc allow lceal Age retirearente,

Lorputer Sipuletions, There are o variety cf Faculty Flow models
ttat have been developea, many using an age-cohort dictritution of
tociulty. The University ot Scuthern Californiz mode!l was selectec
for Yhie study becouse 11 05 based on irdlivigual ceces. Thic wili
trovuce more wpecltic ivformetion for Institutional pianning
cirpeses,  The Priversity of Oregon ene Cregon College of Education
el seaedted for nedeiing purpcses as exarpies cf ¢ larger,
reearcteorferteg wnivers ity ang 5 oorallor, teartirgeorentec

chbe, recoectiveg,,

A ser ld ciew ot the T b gonHty Mcge !l i shown Ir Ficurse 1, Tra
Podel bar twe o se o rpate L ipe represente e precont an

L R T A O T ¥ A IS RO 2 tarulty uata (e,
STy, T e e e i, sche G, oand erartmerto,
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mortallty table, quit rates, faculty needs, and time horlzon. The
other <ot |s the policies to be followed: retirament, tenure,
repiacement, and promo*ion., Outfut Includes data year by year over
the time horizon on nunber of retlrements, deaths, qults, tenure
and tenure denial, promotion, number of openings, and faculty
composition. For more Jeraii on the model, see Gray (1976),

Because the USC model I|s based on irdlviduals, the program can
handle data on about 250 Irndivicuals at a time. Therefcre, the LO
was run in all components by schocis and departments, and OCE ir
two sectioni. Five runs for each of these 13 components were made:
Current, Plan A, Pian B, Pian C, and Ideal Age. This involveg 65
runs. For each run, the planning horizon was 20 years--1980 to the
year 2000. Inltial deta probabilltles on qults, tenure, and
replacement were held constant throughoutr. Promotion pollcy and
faculty requirements were hela constant., Faculty salaries were not
ircreased over time. The only variables were in retlirement,

What impact would early retirement have on faculty turncver rateg
at specific institutions?

Table 1 displays results of the computer simulation In terms of
rumbers of retirements at the University of Gregon ard Cregen
College of Ecducation from 1980 to 1999 and Flgure 2 graphs these
data. Brlefly, the 20-year totals for retirements and turnover
percentages:

Current Fl# Plan B Plan © lIceal Age
UG 198 24, 232 261 26%
27% 334 31% 35% 36%
GCE 45 6G 60 63 74
223 34% 29% 218 369¢
under the Currert sltuaticn, the UD and OCE wil| accumulate a total

of 198 and 45 faculty retirements, respectively, between 1980 and

2000. These numbers represent 27 percent of tne faculty of the U0
and 22 percent for OCE. Under Plan A, the numbers of retirements

increase and turncver reaches 33 percent at the U0 and 34 percent,
OCE.

Ptan B does not etfect faculty retirements as much as either Flan A
or Plen C, Flan B genecrates a total of 232 retirements at the ULO
ard 60 at OCE for percentace turnovers cf 31 ang 29, respectively.

Plan C is the mest effective at the UQ but hoicvs secondg place at
OCE te Plan A, Possible explanations for thls are explored belcow.
The UQ retlrements _-< 261 (3% of the faculty) ard COCE retirements
are 63 (31%) under Pian C, It sho ,. .e stressed +hat Plan C is
currently available to OSSHE feacult: members, but thic benefit
apparently s not widely know: .
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fceal Age, which coulc be & combiraticn of one, two, or all shcwn
or arother option, produces a 36 percent turnover rate at both
institutions. It s Interesting to note that e greater increase In
turinover from the Current situation is generated at OCE. This is
explored furtrer in the faculty mix diccussicn.

taculty Mix. AAUP (197€) descrites three age distritutions,
categorlzing them as Balanced, Young, or Mature faculties. Usirg
the AAUP designation, the faculty input gata for UC and OCE were
anaiyzed. The UQ, particuluriy in Arte and Sclences, has a mature
foculty. In cortrast, Oregon College of Ecuceticn, particularly ir
Education, has a young faculty.

fn order 1o analyze the effectiveness of Plans A, B and C ror each
institution, the number of retirements was aggresated over
five-year pericds. Then percentages of cpenings in the total
taculty creat=d In each of these periods were calculated. The
cunulative 20-year numbers of retirements and cumulative percentage
of openirgs due to retirements ajso were getermined., Table 2
displays thic infcrration,

Under the Currert situation, OCE nec icwer percenteges ¢f openings
with the same retirement probabilities as the L0. Most gpians in
must five~yvear periods do not create as much turnover or openings
for OCE as UO. This 's in spite of GCE having higher prcbabilities
tor age 60 retirement under gll plans, These aromalies can be
traced to OCE's younger faculty mix.

Under Plan A where OCE's probability for age 60 wa: more thar
deuble UOfs (.50 to .23), the difference ic nct felt srrongly un*ii
the 1990-94 perlod. This is due to a large age 46-50 cohort at OCE
reaching thelr 60's, and this Impacts OCE by reising the percentage
of openings weli above UO., Under Plan B, the most comhon age for
retirement was 65, and UO and OCE soth hac .30 probabllitiec at
that age. In 1995-9G, OCE outstrips UO in percentage of cperings
when OCE's ‘arge 46-50 age cohort reaches 65 and above, Under Plen
C, OCE is neorly equal with UO ir percentage ot operirgs in
1990-94, agalr due tco the OCE cchort that reaches thelr 60's at
thic tine,

Thus, ip consigering retirement plans Jrat appeal to faculty for
age 60, 62, 65 or other retirement ages, the effectlivenesc in any
glyen perlod will vary dependlrg on tre faculty age mixes ¢of *he
lnetitutions.

What woulc speciflc early retirenert plant cost and wrat wie fu b

te petentia’ tencfits?

Cost cnalyses may be based on ar assampticn trhat po rion freed
will resuit In full salary savings or, conversely, that pociticn.
wili be refilled with junior faculty If the Institution is
malrtaining enrol 'ments and requires replacement per<cnnel,  Tre
latter Ycuastant faculty" assumption was made for the coot analyos .
condected i the present ctudy, A companion ascumption uned wae
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+tat instituticns woulc elect To brirg Ir young academics and to
promote exlsting faculty Intc higher rarks vacated by retiring
profescors.  Accordlirgly, replacement at assistant professor
saleries was utillzed for the funcs freea analysis.

If & "contraction" assumpticn hag been used that positicns freed
wculc not te refifled, larger savings woulc have resuited. In
acdition, if faculty sglarics hac been ircreased each year by én
infiation factor, totei doiiar savings wculd appear larger.

for purposes of tnhis cost analysis, average salaries are ceriveg
frerm basic date in the computer mogel.

Low Mealup High
Full Protfessor 28,500 $30,900 74,100
Assoclate Professor 16,700 14,800 21,900
Aseistant Frofessor 1¢,400 16,100 18,200

Sirce some faculty re+ - ing as early as €C may be acsociate
professcers rather thun full protessors, the low full professor's
salary of $28,900 Ic used as the average retiree's salary, In
addiiten, th: low acs.ctant professor's satery of 14,400 is used
as the replacement salery cince It is assused That young facuity
wil!l be brought n,

The average number of retfirements per year at ages 60 fc 70 over

tte Z0-year totals are used to cevelop cost estimates fcr gach plen

fer the U0, as examples,

Age Currert  Flan A Plap B Hlop £ ligeal Age
60 - 4 3 £ 7
61 - - - - -
fe i 1 H § 1
£7% - - - - -
64 - - . - -
(= ! . : i 1
F£ - - - - -
67 - - - - -
L H : - - -
e ' 1 ! 1 1
70 ‘A‘ ? < 1} s

= Meors jewn Par o ore per year.

flen A (Part-time Erpliyment) woula produce ern average of fo.r
retirements per year at age €0 compared to none under the current

cituation, One retirement 21 age 62 i< the same o under currert
tiow prebabilities,  Two retirements at age £5 is one ot ¢ Than

current expecizticna, Agec BB ang 63 ore tte tame atounder

crurrent,
Frar A ailowe part=time Loy oot L Too st percent of cotery or
CE 000 whicheser i dros,  Doroe e uerng e tered _alery e

1)




assumed at 24,500, $6,00C wculc generally be the lese of most
retirees' sataries., in addlition, the instituticn is estimated 1«
pay approximately $200 per year for medical anc !lfe Irsurarce.

For thic analysis It Is assumed that of the four cho oesing thic
Cptiun at age €0, one will work until age 67; two until age 65; and
tte last untii age 7C. The extra person retiring et 65 will co
parft-time werk to 7C¢,  Cver a 1(-year perfod, the ccst calculation

foilowe:
16,000  Fart=time Salary
+ 0D Mecaicai/Lite irsur aree

$6 06
J2L X2 yrs; 3x5 yrs; Ix10 yrs)
$1F7 400 Plen A Approximate Costs for ! Year's Group

fr tre cane 1C0-year pericd, Plan A savings to the irstitution will
be:

$28,90C  Average Retirec Salcry
- 6,200 Coste
$22,7G0
&40 {4x1C Yis; x5 \/r5)
$1,021,500  Pian A Savirgs for 1 Year 's Group

part=time emplcyment at age 62 or €5,

(Even though a person qui
!r; Es tigurec at 10 years=-from €0 tc 7C.)

the reguler salery sav

Ascuming faculty requirements based on ctudent enrollment remaia
unchanged cver the 1C-year period, the followirg net savings

result:
$14,400 Peplacement Salery *
. A p (4x10 yrs; 1x5 yrs)

$648,560 Flern A Replacement Cosrs

$1,021,500  Savings
- _ 812,400 ¢t | Coste

$ 206,100  let Savings, Plan A {or 1 Year's Greup

clal B (Apnuity Swpplerent is a 6 percent salary auciticn paic by
The Invtitution Irnte a tex-shelterec annuity,

$76,300 « 06 = $1,734 cuct per person per year

For illustration at the L0, let us gssune the threc irdicating
retirement a2t €0 actially agree tc retire i twe years--of age 67,
The twe at age €7 (over and above the current cituation) enncuncec

toage B0 trat they would cetire at 69 and 0 will bave 4he jncome
ceppténert for five years,

Tor radcndatior for o tlan Bowe ol be oo o liow

O
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$ 1,734  Per Year, Per Person Payment
X .16  (3x2 yrs; 2x5 yrs)
$27,744  Costs of Plan B for 1 Year's Group

$28,900 Average Retiree Salary
A 24 (3x8 yrs; 2x5 yrs)
$982,600 Savings under Plar B for ' Year's Group

$14,4C0  Average Replacement Salary
Lo 24
$489,600 Total Feplacement Costs
+ 27,744 Flar B Costs
$517,344 Tctal Costs, Plan B

$982,600
~ 517,344

$465,256  Net Savings, Pien B fcr 1 Year's Group

Plap © (PERS) permits faculty members under the Oregon Publlc
Emplcyees Retirement System to retire et ege 60 or later and
receive *he pension beneflts that they are entitied to based on
years of service computed without actuarial reducticn, which mears
computed as it they retired at the mandatory age of 70. This
optlon is avalieble currently under state statute, and costs are
p.cked up frem the PERS fund, rother thar the Insti*utional tudget,

Under Plan C #or the UO, six persons would retire et age 69,
compared ic none under the current slituation.

$28,900 $14,400 PReplacenuent
X B0 {(6x10 yrs) X _60
$1,734,000 Savings $864,000

- Replacement Salary Cost
$ 870,000 Net Savings under Plan C for 1 Year's Group

(There are no "Plan" costs slince the FERS tund picks them up.)

These figures for Plans A, B atd C alco coulc be approximate per
year costs and savings as well. However, each year may vary
depending on the facully age mix at the Institution and Indivigual
faculty declsions about retirement.

Systemwide estimates were extrapolated from the UO averages
developed. These could be average annual figutes as well, with the
caveat:s noted,

o
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Coste and Savings Systemw, de
(Estimates for 1 Year's Group over 10-Year Perlcd)

Pian A Plan B clan L

Retiree Salary

Savings, less $4,086,000 $3,930,400  $6,936,000
Peplacement Salary

Costs and 2,592,000 1,958,4C90 5,456,000
Pian Costs 669,600 110,976 _____ SR ¢
Net Savings for

State Systen § 824,400 $1,861,024  $3,480,000

For faculty retiring In the State System Irn the 20~year period (but
ficured over 30 years) net savings would be roughiy:

Plan A $16.5 million
Flan B 37.2 mlilion
Ptan C 6G.6 million

Plan C generates the most savings, since costs of early retirement
are borne by Cregon's Pubilc Employee Retirement Fund. (However,
added costs may be spread to other state emplcyees contrituting to
PERS.} Even thcugh tewer faculty are irduced to retire early under
Plan B than F'an A, Pia~ B results In greeter net sevings sirce
plan costs are less than under Plan A, where cetirees are pald for
part-time employment and provided medical and Insurance benefits.,

What are the Impiications of early retirement for planning and
budgeting In higher education?

Earty retirement can be viewed as an academic personnel policy tc
free faculty ranks so that persors wlth needed skills can be
recruited. in this veln, early retirement can be used by the
administration 1o shift resources to needed areas, 1o new or
expanding flelcs, or to programs that need rebuliding., By
encouraging the early retirement of academics in out-of-demard
tlelcds, an Institutlion can gain a few faculty positions to
realiocate elsewhere.

when viewed as an acacemic personnel policy, the level «f resources
(taculty slots) is malntained., However, early retirement alco may
be seen as a fiscal poilcy. In a case where an Institution is
taced with a tudgetary shortage, early retirement may be iocked
upon as a way to reduce payroll costs, assuming the Institution can
continue to function with a reduced staff or with lower cost staff.

Whetber earty retirement is used as an acacemlc personnel pollcy tc
create turnover in faculty ranks or as & fiscal policy tc save
funds, research shows that early retirement op*ions are potentially
useful tools. By carefully setting benefit leveis, by ciearly
stating the terms of an carly retirement provision, and by
approaching Interestea potential retirees, an irstitution may flnd
advantages to carrylng out an increased bereflts early retirement
plar,

vy




.

WithIn systems of hlgher educaticn, this study suggests that early
retirement planning should not be Iirited to just ore opticn, since

cne type of plan may be more useful to a researchk~criented

university with a mature faculty, while another may be better for o ‘
teaching-orlented college with a younger faculty age proflile., Ir |
addltion, because »f faculty concern about equal treatmert and

unl formity, Institutions shoulcd be free to use approved opticns,

If >ne type of plan Is provided Ir one instituticn, it shculc be

possible for faculty In another system Institution t¢ have access ‘
tc that plan as well.

Before jumplrg on the early retiremert bandwagon, Institutions anrd 1
systems must be certaln as to thelr needs, the price they are

willing to pay for turnover, and how changes tn the early
retlrement rates wlll affect faculty flow at thelr own 1
Instltutions. Systems and institutions must examine thelr own ang

faculty members' needs and determine possitlie effectiveness of
varlous options in terms of the factors reviewed in this study. 1

"Bilueprirs! for lIrstifutlon and Svstem Admiristiation
1. Survey faculty 1
2. Determlne probabillties tor retirement

3. Project retirements for tre future anc impact cf faculty flow !
by computer simuletion

4. Develop cost analyses of alternative eerly retirerent plars ]

5. Consider implicatlons In terms of feaclbility related tc
adminlcstrative, legal, polltical and market factors ]

. Select appropriete early retirement plw.s and I-plement

7. Evaluate 1
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Figure 2

NUMBEPS CF RETIRFMENTS UNDER THREE PLANS
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NUMBERS OF RETTREMENTS 1980-1999

Table |

Vol 0 | oCE
‘!t:ax'1 Curtrene Plan A Plza B Plan C Ideal |Currcnt Plan A Plan % Plan ¢ Id-'il
1980 i 1.3 4.8 2.3 6.2 7.0 | 37 1.2 1.0 17
5135 3.5 7.6 6.9 7.4 7.9 j 2.2 2.2 i.9 139 2.2
azi 1.4 6.3 5.1 24 10.0 f 1.1 1.8 2.5 1.9 4.7
LRI 9.3 8.4 10.0 10.3 | 1.1 1.9 1.5 1.9 1.7
8 | 4.2 10.56 3.5 9.0 0.1 1.0 19 1.9 i.9 1.5
355 5.3 13.0 9.6 15,7 12.1 : 1.0 1.5 2.3 2.3 3.3
es; i0.1 1i.1 11.5 12.3 13.2 0 i 2.9 .9 2.0 1.0
57; 9.2 127 13.0 11.% 13.5 1 2.3 36 3.4 ! 4.3
83:1 8.4 13.1 15.2 6.7 w3 Ly g 2.2 26 3.6
sqjl;z.L 1.7 1.6 176  16.7 | 3.0 K. 3.5 &5 7.6
90‘?‘2.1 1.7 165 137 3165 ' 15 sy 43 s s
915%12.\ 12.9 11.9 1.0 13.5 F l.a 2.9 1.8 19 3.5
/ 925!13.3 14.6 12.9 15 0 15.8 ! 4.3 6.1 51 5.4 6.7
933115.4 15.5 6.0 14.8 17.9 ? 2.9 3.3 2.1 1.7 43
9&131 3 12.2 12.1 14. o 13 2 i 2.8 2.6 33 2.9 2.1
_gjjl}l.ﬁ 11.5 13.2 6.6 13,2 —i 38 5.0 33 49 4
_9§‘ixo.w 117 160 153 192 |1l vy 3.7 2% 2.9
7:‘!1s-s 16.3 14 0 18.3 172 | 2.9 3.0 o1 37 41
38 13 7 15 8 12.9 12 2 14.4 i 2.6 53 €3 4,2 319
: y
99 14 3 18 4 15.7 14 % 15 a Lg;.a 4.2 4.9 37 38
Tu:215i98 A 112 61 269 ; 45 59 6 53 \
3 k! : B T I3 g 244 e B 64
T tzrerer——arzenrage ~€ 14 faci.ms tze 0 awnd 176 fap v
59 6 7
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Table 2

COMPARILON OF RETIREMENT PLALG
Uo AND OCE OVEKR FIVE-TRAR PRILGUN

o . ) . R L
l'ercentape of 739 faculty for Hu and 206 Tor i,

198U=04 1985-89 1990-)4 L y5=y JO-Year Period
o, o Ho. y No, 7 o, % I o
oL, Hetired Opened® Retired  Opened Retired Opened Hetired poae? jwtired opened
Current
o 10,1 2o 4547 6,2% 69.7 Ve k' RN S VI O 7 2Ga8
COp 5.7 0,7 SIVA JANS 12,8 642 10t 2.1 4445 IR
P’lan A
S 15,/ 5.0 Gl o6 8.7 6,9 Gl 68,7 S RIIRT ER
ol 1044, 5.0 17,5 e 20,6 10,0 2040 toal thied 3347
I lan B
T ’j(‘).‘/’ [“j 6 3.((: 6(),H 9.0 ']]_.(f, Y ‘,5:".‘!' '“.:)
il 9.0 A 12,3 6'0 7.2 St 21,8 10,6 oy} e
Plan ©
uo 41,0 5.0 72.¢ 9.9 A V.7 7444 Hed  DolLs RLPWA
e 10,0 N 16.1 7.t B ' S LT FARY
Jteul
t 460 0.2 ¢l Vel 735 1.0 74 b7 20941 3544
Gl 11,4 5,7 21,2 16,3 23,0 1,2 148,20 S Theo 55,0
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retioymlmpact Fnatyoios An Appreatn o boeni g

and Bucgetie s Io oHe ke BogcaTien

Tre cecale ¢f the “OBL'. prorizes to be cre of charnge are yrcertelr Ty
Fororigher ccucetion, Shiftingg dercorephics, cheigirg enrclhment pattersc,
Chal irg precrarratic derends ang v 3cal contirairte will Le fte rnorr, ,
Cover fhat ctate level tystere ¢f Figher ccucation bave prolitercteg erc
“tete legicletures have ascured a role of ircreccing impoer*eance, it cer Le

G S
cfaurec that ctere level poiicles impactirg cr tigher education wil! come
ircregec eorutiry, in the comirg decade, the irdivicual
inLTitution's releticons tc otter irstitutions ane to the sccial envircrment
will tecore & key concern, It is Incumbent cn those responsitle for tre
elete-wide plenning anc budgetirg process ir hicher education to use tte

Lest eveliable analytical techniques In asse_dlrg ang developirg policies,
Frecent juflationary losses, If continueg through the cecade, coulc leave
coileges ond univereities with one-half the reveruves (in real termy) they

cum Pove (Lece, 1981), Furibermore, olven 1te currert economic aitficutties
F e country ¢s @ whole, education, and particularly higher ecuceticn, has
roostreng clair to extra funding by federal or state governments, Given tt
cectinlry percentege of parents with ccllege age chilarer, tre ircreesed

agirg of the American popularion, and the fact that ciscreticnary ircone for
“eS. Pousehcics has cec!ined markedly since 1972, the public's ability tc
suppert higher education by contritutions, texes, and Increaced tulticn hac
etz declined,

T

these firarciel problems are compounoed wher ore examinel demcorophic
vregecticns of the historical college age group., For example, It s

0(1:na+eo that thls age group, the 1€ to 24 year olcs, will cecline some 1%
percent (or 2.6 millicn) durirg this decade (Johansen ana McNaulty, 1977),
Thic decline uncdoubtediy wili affect enrcliment in higher ccucaticn sirce 4F
percent c¢f tne tctel enrcolliment f(and 64 percent of the uncergracuate
arrcilment) came Jrom thic age group in 1975, Given tre projected decline
ir firarcial ¢ic¢ avallable t¢ students, furtter recueticone it errcliment
noLot be anticipated., These problers are accentuatea by o growirg
percepticor ir our soclety ttat ¢ college degree no longer hes tHe valie i
wnce nac,  Furtterrore, the Bureau of Labor Statistics (197%) orojects tte
Terpivs of oo ile o oracuates to reack 140,000 anrually by 1G85,

richer coucetion began to face these reclities in fre 1870 ac roteg
rorlct ob the literature of tre fielc which focuseo on maintainirg a
"teacy ctete. Tre 1970's also witnessed the decline cf feculiy mobility
i tte acacer fc rorkefpiece. This decline has led to a coencomitant probler
Totte 198L's, d.e., the "tenurirg-ir" of college foculties. Consequently,
it o ditficult to Introduce new, €. getic, highly trairec, yourg
deeterates ot all races, sexew, and creeds intoe taculties. There iz coroers
ot atadem’c stagnation of many f our campuses, and @ cood deal of o itetior
with respect to the protler of wnder-reprecentation of woren are ¢ irer idjer
cilege arc uriversity faculties,

v ool ine o e iment Jf e ot R ue g

Pege you*t B0 an otaormtary i r g chdal e 0T Tre Compor gtiot oo tre o e
' oovrt popelotion o Ghat there re liore drg orueber et
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cGults, mirorities, and woren enrclling,  This charging mix of tre otident
fopulation, with accompanyirg demanas for irnovative pedagogical <trategles,
charglrg tne curriculur, and even changlrg the time durlrg which classes are

ffered, wili in furn create additional adminictrative problers cn cotl
cempuses,

s a
ege

fr sum, tren, the decace of the 1980 'c premices to be cne of charge arc
vncerteinty for tte country as a2 whole, and fer higher education Ir
particular. The challenge of the 1980's will be +c agevelop policies T
with the changirg environment within which higher education exicte, whi
provicing the knowledge and skille the citizens of thie country reed Ir
order Tc meet the demends ot @ complex, increasingly technoiogical, and
somewhat unsteble werlc, The probler, baslcally, is tre manzQement ot
change, Soclety and higher education's place In 1t are goirg to charge,
regardlesc.  1f change can, In some measure, be enticipatea, then
irstiTutions cf higher education can cffer the procrams ard services that
will meet the needs of Irdividuale in tre emerqing soclety and retelr a
steble plece withir society,

This paper presente a nodel for gqevelcping and avcescirg poiicles at
Tre otate level consistent with the fiscal realltles of the 1980'c anc¢ the
fernel end Irformal power structures in higher ecucation. Adaptec from the
werk of Renfre (1680) thic model, the policy-impact analysis model, proviaes
& framewcrk within which a varlety of futures research rechnicues are
cembired with the extant postsecondary simu'ation and rodel ing systems. The
LTillty of the mode! s that ¥t structures communication between those
ceveloplry Irformetion about the futire and those formaliy end Informelly
recpor sitie for yolicy formutetion ang declelon making.,

Ihe Pelicy-lmpact Analysis Model

Trere are four stages In the pollcy=Impact aralysls model: nonitcering,
torecacting, ccal sefting, and pollcy analysis ang implerentation,
Yeriterlog refers to tte icentification and selecticn of issues of corcerr
cotter to o poilcy mekers or scholers. For example, if entering freshmen
srroblirents dr o piberst crie progrenc appear to be ceclinlrg, univercity

fricicols may choceer T¢ focus on this lssue as approprilete for study cnc

itle acticn. The <econd <tege of the model, forecastirg, involves usir
v ot fulirec rescarch technigues to forecast probeble futures and
bation bip to selected fssues.  In response to the projected trencs

N

cftopritetes furores, policy mekers ther establish goale, the thirg “taege of

Peoredels Borecanple, using the futures research technlcues deccrited

Tedcw witt piver sl oartc programs experiencirg decreasing enrcilments, ~toi*c
¢ i

¢, upen receiving thic information, may thern e tobijct
gal= foe roartali g enrctimerds in fiberal erte prograre or foousira

stterr o urier rograe e o Thie leads to the fourth stage of the nodel, b
ot voooorpberentaticor of policles fo achieve those ence,  In th-
R a7 * f it

¢ copelicies fre arelyzed i1 croer 40 ceoTerro s
T LTy et oang Are tarkoy or those cheracter ivtios Coorec
r

T e v e, redative costs verous benetite, Thoeoe ool ten rorke e
et i e iepdarentes, Evaeluation occurs when the stages of tre
Tl e areats o Loirs, ol ci i ned eralyese s nd furtter rednerect 0 1o

. A e T e bty bt ate g 0 rad e e tail e lcw,
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Stlage a5, Monitering |

Monltorirg conslists of first, in conjuncticn with pclicy makers,
idertifylng areas for study; selecting appropriete Irdicatere of those
Tssues of concern; and develcping a date base that includes those
irdicatcrs, There are censtrairte Irn tric process. Primary amerg thece Ig
the avallebility of historical cata that is reliable anc velid. This poirt
reeg rot be belabored, Several writers ir the ficic of tigher educetion
have dealt thoroughiy with criterion for developlrg and assessirg reliable
and vaild histor Ical cata, among them Halstead (1974) and Adams, Hawkirs and
Schreceder (1976). As well, the monitoring stage does nct proceed ir a |
I'lnear fashion through icsue fcentiflcation, indicator selection anu data
base development. |lssues often arlse through a percelved reed within the
stete. Avallable data Is used to generate some Indicator of need or ¢f a
sltuation that must be changed. At this point events usually procced Ir
some |inear fashion through indicater select on and the acquisition or
development of a data base.

The cevelopment of an effective system of Indicators for use in
educaticnal pollicy development dictates adhering 10 several eaddliticnal
prirciples. Flrst, Indicatcrs should be policy reievant. The prirary focus
of & data base of educational indicaters cr use In policy analysis sheuld be
on chclces policy makers must deal with. Much research corcerns
reletionshifs that are not within the contrcl of pollcy mukers, and
indicators c¢f such relationships are relevant to policy making only as they
estapl l<sh the "glivens" of the sltuations, the constralrts in which policy
alternatives actually exlst,

Second, indicaters must be intelliglbie to pollicy mekers. Indicaters
must be useful to declelon makers who often spend large amounts of time
reviewling many, perhaps contradictory, measures of ccndltions. Even though
ttey may be derlved from an extensive and compiex archive of cata that does
Inclide many measures, the Indicators reported should be few In number and
expressed with a minimum of jargcn.

Third, wherever possible, indlicaters should be derived from existing
cata sources. There are three reasons for thls. First, such a procedurs i
cost eifective, Data gathering [s expenslive. Second, novel cata sources
whii introduce errors untli new procedures are stangardized anc widely
understcod by those supplylng tte data. Third, If Indlcatere can be cefinec
or derived frum exleting data coilecticns, it Is possible tc measure past
ever.Ty using straight=line extrapclation, as wel! as more cormplex
time-series anc trend fittirg strategles.

Fourtt, wherever possitie, Indicatore should be located within
connectes models of educstional events, Some Irdicaters In a single
perspective are uscful as observatiors simply because ihey worn us soretrirg
Iz goirg on., Wherever possible, indlcators should be developed within
medels of Interconnected events. For example, Industrial growth greates
population migration which geperates enroliment while ghanging enrclimeny
patterns and, perhaps, changlpg educational needs, Ftach of the underlinecd
words marke a possible causal relaticonstiip within the mcdel, Attemptirg 4
messure the critical Interconnections cf the soclal cystem Hat effect
¢ ducationat evernts, so that future demonds and future reeds can be
fprecicrec, lo an arbiticus ard necessary coal.,
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Fitth, wnerever pessibie, Indicatcrs choula be censitive 1o itbe
FOSCIbillty of unexpected charges in the system. Having exprecsea tre rees
for medel Lulldirg in the fourth princlpie, the need for mcdel breekirqg, cr
at least model reevaluation, must be consicered. The most serious
shortcoming of most poiicy indicator svstems has beern *heir static nature,
Failing to allow for shifte in relationships within models hes contrituted
To the telief that policy indicators are unrelates tc reality anc tave
Pittie value in lcny~range plannirng.

ALl policy development requires information of come sort, whetter or
net the frformetion Is supplied formalty, Some decicsions recuire cnly a
small amount of Information, and some recuire = great cdeal. To ungerstanc
why there ic @ difference, it is necessary to reelize that, at the most
general level, tre purpose c¢f Information is to reduce uncerteinty, As
vncerteinty ircregses, the need for informetion also Inrcreases. More
complex cituations inherently involve more uncerteinty, as dc more unsteble
ervironmente, !

.

frfornation Te also ne .ded to fecilitate the process of negotiation by
felpirg the Irteresteqd parties assess more rapicly anc accuravely which
arcny the pescitle propositions that are advenced stanua some charce of bteirg
accepted. In other words, infarmation l¢ needec not oniy cn social,
economic anc technica! trernas, but alco on value systems (Ecksteir, 1G/4),
This ieads, Irexcrably, to the second stage of our model, that of
ferecestirg,

Stage i _Forecgsting

Forecastirg ic Intrinsically tied to poiicy development., As Feter
Crucker ncted, "all our knowiedge 1< about the past; ali cur decicione obout
Tte future." Yet of the Informetion avallable to policy makers, fcrecaste
are the moot suspect because they depart from what is knowable. We may, at
some poirt in the future, fird that we chose correctly from previcus
patterns and extent relationshif® in deve'cping a forecast., But thet
knewledge Ts, to most of us, as yet unatteinable. It is thic problematic
nature of forecasting trat is faced by policy makers. Given that variouc
different forecasts of the same trend or value are avallabie, Ascher (1¢7%)
Characterizes the burden of the policy maker as greater thar the originrel
task cf ferecasting., He suggests that the poticy meker attenas to these
forecasts that eppear ressonable and so tacitly chocse assumpticons ang
metrccs for forecasting,

A number of foerecasting tecnnicques have beer developed cver tte Jest
cecaces und can be separated irtc the two general classes of guantitative
fechniques anu qualitetive technicuesz. Ouantitat;ve techniques incicd
frote techniques that ere based on the mechanical manipulaticn of ricter el
Cuta. Among the mere widely used quantitative techriques are regrpeasion
Grabysis, exporortial cmooth irg and decemposiiion mettods,

vavically, quertitetive techriques for forecasting embooy the
frocecures are proferties of one or bott of twe modelc. The fime—ser oo
4 1

rmeced, o meded wbich acqumes that a pattern rocurs over time, i< gerbo; o .
rest o corror, Time=serivs techniques zllow Glecernirg a pottorn apn f4 4.
OrTde At irg polrt cae trer be choetern with thic meae ! ene a Lot
i
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torecast for come poirt in the future., This mode | Explicitiy assures that o

pattern can be Icentified on tte bacic of ticterical cate ang does net
eccount for present acticrs,

A secorc ricdel, the causal or explanatory model, assurec trat verlebl
cther tran time are inportant in forecasting.,  These techricuee roguire Go
on several varleblec ir acditicn tc the verieble beirg forecast, Trey il
develcplirg @ number of dlfferert forecasts giver the releticne!
rostulated. Causcl models gencrally take longer te deveiop and §
sensitive ftc change in ungeriylrg refletionships *har tine-series noue !l

Quelitetive forecasting technicues are tsed - forecact charges in a
becic pettern ac well as the pattern iteelf (Wnee:~icht enc Mekricakic,

1980}, These technicques are most cften used Ir ceces where Fictoricai cata
that cirectly represent the varlable tc be foreces? is nct avallable. Ancng,

the qualitative technicues currently used are: (1) the expioratary use of
curve fitting techniques, or curve fitting with minimal cata and sub jective
review cof the extrapolated curve; (2) merphelegical analysie, or a
systematic manrer of enumerating ail combirations of possitilities for +the
veriables and situations being torecast (Zuichy, 1967); (3) Delchi eng
Cross-impact approeches that use €xpert cpinion to gauge 1he subjective
prebability of en eventls occurrence ang the magnitude ¢of i1s etffect; anc
(4) the purely normative approach of decision tree construciicn using the
iceas cf decizion theory tc sketch out the cbjectives and sub-cbjectives o
parel cf experts see as necessary tc attain a chosen goal or future,

Given the wide rarge of forevasting technicues, It Is important that
tre nost sppropriete technicue or combinaticon of technicues be applied 10 a
given situation. Wheelwright and Makricacis (1980) list cix properties cf
forecasting techniques that must be consicered In preparing a forecast.
First, the underlying pattern of the data must be recognized. Usirng
quantitative tecaniques, explicit assumptions are made about the undgerlying
Fattern of the data whiie quallitetive technicues allcw patterns to take
virteally any form and rerely require that these be identifled expliciily,
Second, the eccuracy cf tne metrod must be assessed. The accurocy of o
technique Io predicting patterns ang relationshigs similar tc these ir

histcrical data I< one form of accuraecy. Another ic the succesc of a mothcd

ir precicting when tte pattern changes ard past error calculations ere
irappropricte. Third, the appropriete mode!l or models te be used Ir
prefaring a forecact (i,e., causel or time-series) must te icentifiec.
Fourtt, the ccots of & forecasting technicue must be carefuliy consicerce.
Pevelcpment cocte, 1he cost of acquirlirg ond sturing date, and aralysic
ccit, or the cost of ruening a technique, muct ol | be estimateq, Fifit,
Pime period for which o forecest is belrg preparec .houlc be dellineateq.
Some techniquee ore cpproprizte for short=term forecaste wherece c1'ers cre
rere eppropricte for lorger tern forccasts,  The stxth, and leot
corsiceraticr 10 the applicability of the chusern mevhod v @ o iver e tyice,
brogereral tern, are the hardware apo Software, experiice e
wrgerstangirg or the techr cue accercibiie ]

br the qoal cetTirg stoye, It ic usefu! 1o cotoctive +oroca tin
Tectidquer ot oonly gy quantitetlve arg guolitotive, ot b o TS RN AN
ST rurective (Bolroyd, 16785 Larfore, 197000 1y tor tor ., forecoovir or
toic franewcre cr ot Of sy cdel trer Ly e cterrgre w2t
1oy
s

[




Q

Aruitoxt provided by Eic:

TR

ERIC

right rapper. Nermetive forecasting car be ceen as definirg a gesiratle
furire and 1he obstacles to ite achleverert, and so deterrine what chcule

heppen. At this pcint there can be ro [liusion that we have left the
knowetie. Tre goal cetting stage requires: (1) that we attempt T1c
determire the sociel mileu within which higher education will functicn ir

tre future enc (Z) that we determine the role of higher education Ir tt at
mileu, In Stage IV, pollicy aneglysis anu Implementaticn, acticns wlthirn eact
year's precicted, but as yet unknown, environment must be plotteq which can
Feac *u that role. Goal cetting begins with exploratury forecasts and moves
intc the use of rormetive forecaste. Pollcy enalysis aro Implementaticn
wriloy purely normetive forecasts as appropricte poiicles are decleed.

In developing policy useful exploretory forecasts, the interrelateanesc
of varfous trerds become cruclal to forecast accuracy. lhe examlinaticn of
fcrecast methocologies has demonstrated that ro forecasting task stands
elcne frem ail others (Ascher, 1978), For example, demographic forecasts
are based or economic, technologica!l and sccial zssumptions. Determirirg
the cemponert trenge that provide the background tc¢ a forecast and the
petential magnitude of error for each component ere relatively
straichtforwerd but essential tasks, As well, one must alco be concerned
with chcosing the Iralvicual forecasts that will be blended intc an overal |
environmental torecast, The Amerlcan Assoclaticn of State Colleges and
Universities recently developed an excellent guice to assist instituticns i
tcng-range plunnirg (1¢78). An exanple using forecast areas that may be of
Farticular corcern tc long-range planning for higher education, develcped by
John Osmar, wae included ir this plannirg guice. These aress of concern
certrituting e tre cverell environmental forecast included ferecasts of:
fofutation; covernance structures; internaticnal zffalrs; the physical
€n irorment; energy use and supply; the economy; advances In sclence ha
tectnelogy; frends 'n humen settiements; trends In the world of wcrk;
Pifestyle charges; and patterns of participation in private anc public
erterprize. The trencs that are emphbaslized in ar overall environmentel
tcrecast might differ between states. For example, the urbanization treng
ir human settiements may be a driving force in one state anc nct in another.
hithir eaci stotels system of higher eocucation ic a vast stcre cf expertise
ard e state embarkirg on a pollcy-impact snalysis approach wculc be expected
Te gevelop therough exploratory forecaste for the state ang its subregione,
stegs JHis Coal fetfirg

e firaﬁ twe stages cof ¢ policy~inpact analys'c madel, monitoriry anc
torecactin g, rfurm the role of orgartzirg, structurirg, and articulating
imacges of fre futire with respect to a particular set of assumptions ena
frgicater«<, The next ctage of the model, goal cetting, revolves arcung tie

procecs of certing realistic goals glven the Information proviced ir the
first twoe stogec ot the model, nis stage reguirec the generaticn of «
weelratle tuture, or futures, in a procedure much jike *rat of forecactirg

weity the detohi mettocds This process may Invelve actars from all the fower
boci corcerrec with the future of higher ecucation in a stete, The groups
irveiveo riont include representatives fron instituticnal edminictraticn,
the toculvier, leglelature, Governor's Otflce, Offlce of the Chief Stote

Somoc DHficer, <tate system !y staff, as well as auttorlties frorm Lusinec:,
Brauttry, and public Iiterect croupa, Tre raticnele for 1 ic stage ic bave
Tt mrer g f Penodr g o concept of O desireb]e furtire with respect
-
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10 o particular T<sue Ir orger te oevelop policles. A deslratie futire Ir
thic case caf be cefined ce one ir which higher education meirtains a

mear irgfol end accepted role witnle the social cystem. Ttis does nct rear,
necessarily, the rcle It has today. The central characterictic of cclleges
org universities ir tric country ras been charge. Ihle cnaracteristic, we

car e relatively sure, will rot change.

Tre approect up 1o thle pcirt has been straichtforwerd, As we approach
ccet rettirg and trer normetive forecasting, however, the mcdel Ltecomes more
fluic. Ascher (1G78) characterizes normetive forecasting technicues as
ceclzicn makiry procedures 1. thar projecticns are ceveloped to assist in
achieving a glven set of goals, or tc define what cet of yoals can be
achieved, I a corporate setting tric would be the domain of top-level
management suppor ted by a strategic planning officer or team cf censultante.
fmtocled ir the policy-inpact analysis approach is the assumption that &
rumber of formatl eng Irformal power lecl within a state set the goals of
richer ecucation ard determine what acticns will be taken in attempting tc
reach thoce goale, The key fc this particular process Is the Ircliusion of
rarticlpants from all the concerned power loci In the icentification of
likely events and ir reviewlrng results. In thic way I+ 1s hoped & more
ceoperative approach tc higher education planning and budgeting can recult.
It is also assumed here thav the coming decade wll| te one of increased
competition for avallable funds. This process assumes that those sectors
which occupy a clear and necessary niche within the state and present thelr
case for a share of *he avallable funds In a unifled and persuasive manner,
will recelve funds. In the coming decade momentum alcne will not assure
that an agency or Institutlon receives Its share. Put more btuntiy, if the
varlous members of the postsecondary community enter the legislative arena
"at odds," they can be assured of llving In a state with an excellent cystem
of rcads and a wel! financed system for social servlces.

In thic stage of the model, then, an exploratcry forecasting process
using guantitative forecasting technicues and some quallitative assessments
of possible Impacting events would be used 1o develop a view of cne cr
ccveral possible future environments. Taking each of these Irtegrateg cete
of evenic and conditions and developlng a story or “scenarlo" around them
tas proven a successful ald in grasplng what a possitle future might be
like. Provliding policy makers with exploratory forecasts and Involving ther
ir the generaticon of future scenarlos has also proven succescful in
developlng thelr awareness of future cunditions (Mastericn, 1981),

With an awareress of each probable future ¢ vironment, reallistic qecal s
can be outllined for each set of possitle conditic -, It woulc be expected,
under this mocel, that The disaffection withir fte v “Tous power [v21 would
be ririmized when environmental constraints are recognized. It woula be
hed that the most creetive and service maximizing configur -ticns weouid
e/ be the result of recognizirg environmental crnstralrte, At This poir?
normetive forecasting process woula be used irvelving gualitative

[

o

foree 2nting techniques <uch as the celphi, mor prological metrcds,
crocomtimpact wnd trend-irpoct analycle gng declzlion free aralyeic,
e
, ()
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Stage 1¥:  Policy Analyels ang. | gplementzticn

The first three stages of this model cerve to Icentify speclfic *rerauc,
the events which may af fect those frends, and the goals of the crganizatlon,
As such, these steps specity pollcy options and responses. In the final
stage esTinates are made on how a particular pollcy may Impact e giver trerc
through influencirg the probability of the occurrerce of cne or mcre
stecified events affecting the treny. As may be notea Ip Ficure 1, there
cre three ways policies may af fect irencs: directly, dlrecily ang throuyn
everts, and through everits oniy.

The Inltial task in thic stoge, then, Is to Icentify those everte which
may huve positive or negative effects on those trends or steie of effalrs
related to organlzational goals. For example, If an event adversely affects
an exlsting ftrend which was beneficial to the orgerization, ther pollicles
which would make the event less I1kely to occur, or which would delay or
mitlgate the effects of the evernt, shoula be developed. Conversely, if an
event has * o effect of enhancing a glven stete of atfalrs, or a treng
corsonant  th organlzaticnal objectives, nollcles should be develcped which
woulc ircrease the probatillty of the event occurring, and Its impact, The
protable relationships of pollicles and events may be tfracked ir a
palicy-to~events Impact matrix, a matrix which erables the staff to generate
new estlimates of the probabllltles and impacts of events modifled by the
policles. These estimates can be calculated on the basls of multiple
conditional probabitlities using Monte Caric technicues. Most cross-impact
eraiysis packeces fol low thle strategy.

The effect on trends of events that would not be expected wlith a purely
extrafolative forecast can, at this poir-, be estimated usirg protabllictic
ferecasting technlcues such as trend-Iimpa-t analysls., 1In this normative
forecasting strategy a trend |s extrapolated and then, In a delphi cr
cross-Impact |like process, the Ilkely occurrence of an event that woulc
fmpact on that trend ls generatea, An estimate of when that event might
~CCur and Its probable Impact zre also generated and the trend |lne moudified
with trece ectinmates, The rescit ls an impacted or "surprice free"
Terecast,

The €ru recult ¢f thic somewhat compleX aetivlty Is a pollcy~Irpacted
tereeast tor @ particular trend given the Implementation of cpeclfi.
poticles designed to ai. ..t that trend clrectly, or Irdirectly by Impacting
croeverts which effect the trend.,  The pollcy~impacted forecast thern, not
only dncerjorates those features of probabilistlc forecasts, but alco
ircludes estimates of fhe impact of policies on everts effectlng the trenc.

Wnel the selected pollcies are implementea, +he process of monjitoring
begine anew, enabling the evaluation of the ef fectiveness of the poilcies by
Cormparing sctual impacts with +those forecasted. This requires that e dats
base cf cccial/educetional indicators Le upcated ana ralrtalned ir order tc
evaliaTe the forecasts and policies and to add new trencs as they are
icertified oo teirg Important, Implementaticn of thic model alco requines
that currert ang past events pe reevaluate , and that probabillstic
ferecacts te ubGated Ir order tc enuble goals to be reflned aru recveliaicg.,
Ir esterce, thic proucess al lows the higher education community a ma> Inum
rard Trodetinirg it place withln 4he evclvine soclal envirorment.,

51)
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Te trese farfiiar with long=rarqe plennirg teckpricues, *r.

»
pelicy-impact enalysic mude! offers nCthing new o ostertiing, bt o, 0
Tles together current forecastirg anc planrirg fechnicues ¢ . or v e
medel for thelr systenatic use in the rebicy mekiry procecs,  drotoct,

simiiar models have beor postulated, What ray be unique 1e the auLert i
trat the policy~impact analysic mode! <hculd be et into place ong uce
now, for ctate jevel plannirg and buageting ir hogher ecuco*ior, Morooos o,
we believe that the date, software, and ever fois for fmpterertor ;o0 n
medel are precent Ir omeet ctates.  Ir the next cectior o Exel Tl oo,
Trie medel miognt te Impierentec will te rrecertec

Fierdgas; A Stote Leyeld LDrandle

Irosciectirg & stete 40 iliustrate how the LoidlQy=trogcT anci oin poos
micht be impiencrted, Ficrica wes choser for tirec receonr, Firet, nognher
ecucation Ir ricrica ic currertiy facirg an envirorment similer 4o ore At as
Pigaer ecucation v tre rect cf the naticn will face jr the 199 1r, Seoore,
Tre stete level political and pelicy cetting process alreagy wees Lors
ferecasting ene simuletion tecrniquer., Thirg, the new Pesteocoroor,
Equcation Plarnir.g Comriccion could provice or evcellent P o sor
Chngcliry process,

fgencgraptic profile ot the vtate of Frorica ir 1TURD tow pory o F 1o
Characterictics the* the country as a whcle will have at the erc ot the
cecacde. Migraticr of oicer Americans irtc Flcerica bas civen the ctate or
clder averare age level thar the couriry as @ whole and, concomitar tiy, A
irewirg percentage of people in the higher age caetegoriec., ‘taticnally *i-
Fercent cria numbsr of Americans in higher ege groups e ricirg, Tric
natiral (rocess wili give the nation an age profile Ir tre 10407 simiiar *o
te wne ir-rigraticn nis given Florica Ir 1981, The rote of deciire o
rumbere of people ir tre tracitional schoal age groups, & 10 1< year- (l¢
ard 1Tt 0% years clc, will ease raticnally In the 1990'<, In Florios,
ire=micraticn irctuding people in these groups has already mirirized e
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ireres i amrmigration of Sparich cpeakire pecple t¢ Ficrica haw crecter
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Wb mera Hicparic Apericans tie largest minority group it the naticn ot
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Croneirg Commicslon came Intc being Ir tre last year onc ic copenaitbe o
tarriry for ol of postseccngary eaucation, Jhic commisclor €r ;o e Tie
trorg backit g of trhe Covernor, the Commlcsiconer f bcuceticn, anc io”

nowoe. of tre legislatere, ard provices the kird of focus frat the
cClicy=impact analysics procecs shoulc have. As wely, over tre lazt Chlace,
tre woe of computerized simuelotion and forecastirg modele within the procers
o political regotlation have pruiiferafed ir Florida. Ameng the

ofeosicnel <taft trat support the wtate level process i1 ic felt 1rat
terecarting end simaletion modeS§ have come inte wide uwee ir Flcrica tecauss
ot tre acvartages tney provide, Primary ameng these acventoge s ic inat they
case comrunication, 1 is felt that when each ot the actors, or oruips,
rtat approach ar lwcuc Ir tre potitical process do oo witl tredr arturptacrs
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Teo o bestrocongery Faucaticon Rianrirg Comric won o reccpreitie for

Jeovicpirg e state higher coucation master plan by 1682, Thie monter pler
¢ beirg conceived of in four parte, First, a detelled vrotile of the
currert status of poestsecondary ecgucation ir the state will te deveiopec-
Cecond, ar assessment ¢f the cur-en* strengtts ana weaknescer ¢f higher
ceucaticn ir Fiorica with an aralysls of the current acequacy cf accecc,
cuality and etiiclency cf programs ana Instituticne wi | be rade, ibv-a,
rre pestseconuary education needs of the state to the _ar 2000 will be
frojectec reviewirg forecasts of changes expected ir fre statele popuiaticrn.
ecoromy anc erployment patterns, Fourth, and lest, a plan cof  wrlcn will v
cropesec with spec!fic recommendgtions aimed ot improving the et» Jrercy -
etfectivencesn of proc-ane ard Instituticons ang proviwrg for ar weir
Starring and evetuvation proce  *hat includes full citizen Ireerert. 07
Tsoar tre level of the tHivu end tourtt perty of thic nua matter pler oter
Facher wcocation fr Florica that e cleer tocus for implementing &
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noiicy=impact analysis process e tounu, Fach of tre four steqct oot
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A Cenceptual

Plaenring, Controi and Metivaticn Sysrteme:
Framewcrk

Many colleges end universities, under t'c cual trrezts of funcing
corstrairts and enrollment ceclines, have started formal plenrning procedures,
These procedures, however, 1.ave tost some of their financiel effectivenese ang
much of thelr organizationa! support because the irnterrelctionships between The
different leveis of planning, control and motivation have never beer cleariy

cefineq,

Plansing, control and motivatior within

rot ceparate entities, but cverleppirg systems:

planning
system

zontrai
system

~otivatnon
s/5%em

folleges and universities do not neeg
incertives of buciness organizations, yet they

f

strategic planning
(method of competition’

program planning
(allocation of resources)

budgetary planning
(projection of results)

operational accounting
(recording of performance)

comparative evaluation
{anaiysis of variances!

orjarizational response
"des1gn of ncentives,

mdiv dual response
lactions & decis ons:

the

praductive organization are

environmental assumpt.ons
organizational resources
managerial intentions
strategic alternatives

net present value
internal rate of return
cost benefit analysis
comparative position

revenue forecasts
axpense estimations
numerical measures
descriptive standards

cost accumulation systems
coest allocation systems
responsibilityv centers
transfer prices/shared costs

organizational control
program control
minagement control
sperational controi

perceptual resperise
financtal response
positional response
personal response

sersonal influence
interpersonal 1nfluence
soc1al 1influence
cultiral 1nfluen-e

ZTringent cortrols ano financicd
do have to recognize that the

evaluation of performance and the motivationc ol groups anc individuels are beth

3 natural

iretitution;

O
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vvopaper wil b 2iscuss each of the cysteme, ong show the
irrerrelatiorst ips or overieps,

Plannirm oo been gefinec as the prac: of enticitating the future
crocquences of current acticns and decis.ons [1_., Flennirg invelves
consiceration of the future, but i1 is not jimiteqd 1¢ forecasting approachirg
everte or comirg opportunities arng probleme; instead, it requires estimating tre
cventual cuvcome of @ cause and etizct chain stretchirg into fre fiture, with
interrciated causes and stochastic effects, where tre rclationihips and
probabilities are nighly uncertair ang sometimes even unknown. Plenning of thic
nature is a complex innovative procese that is cirected towards producing a
genirable future stete for an organization, There are three levels of planning
which, 1n a L.siress tirm, Jetermine the product-market positions, the resource
zllocations and the revenue/expense projections; within an academic irstituticn
the :evels remarr the sarme, but the certent changes to reflect the non-{irancial
crienteticr. Trese levelz are ctratec’c planning, program planning and budgetary
rlannina,

Strateqic plennyng i< the levei of planning that is concerned with the
design cf the long=term rethog ¢r competition for a wusiness firm, or tre
iong=term concept cf service for a governmente!l, educaTional or medical
crganizaticn [2.. lIte irputs intc tie strategic planning process arc the
environrental characteristics and trends which resuit in specific opportunities
and ricks, the organizational esscts anu skilis which provide explicit strergtus
anc weaknesses, the menageriel/profegsuonat intentions which are the values and
attitudes cf the menbers of the crganizetion, and the range of strategic
alternztives cpen to the firm or cervice institurion. The strategic decicion, or
tre sclecticn of vTre metioa of competition or concept cf service to be fol icwed
Cy *re croanization, appears to 0 <toticp trhat ¢, to be mace once, and then
irplerentes Ly tte structure ang o Jeciqn, irnoreelity, all of the irput
tacters==*re irstituticnal .. rformance, manageric:/or ofessional intenticons,
envircrrental charactericrics and organizationai resources=-are continually
charging, and the strateglic decisicn must be continually reviewed and corrected.
Ttis cortirual review and, when needed, correction, recuires a formel procedure,
crosyeter, ro foous attention on thece chianges, and on the future oppertunities
Anc racks.  dn o moor oroanizations, matericl attertion ic focusec on immedlate

bere, »ot tuture pescibilitiess  dte encential purpose of <trateqic planning
peoT Copr o er The tutere, and prefare ror it; nurercus exarples can be cited of
Tuoarect torco oo S Soe arqarizatiens thav rave faited to oo this,

ot b e e Tor strstegic plennirag ¢iofter gepending Lpon Tre s

arc iver oty of tre croinsatien, A oosmall Lumpary, with a sinale proguct cr
procuct ooy, nedes ¢rhy to o ectabitsh g requler time for meetinge of the
precigert ang functicnal ranager., and o reporting system for economic condition:
and jrdustry trercn, Tt groun ot exeontives, aiged by common irterecte and
complementary activit,o,, con exarmine c,.sunftions apout the tuth o, evaliate
Aftervative s £or e crriany, and estabtish plans for e producrs, marke o oard
Drocesses

“rrgtegic paoLnnirn g large company, witr moitiple procucr=marke t
posations onc profuct-srocess pestures within a single irdustry, or acroos
multiple arduostriva, 15 muorh morc corplex than ir 4 smalier Tirm, ang har to o
iterative, with ctinaal recys Firg Batweer tre hoerar hicd bl ot oer
caerutover, diy Ghal ranngen o oona fUncticnal ter onewl, e (1 mr
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usually starte with environmertal essumpticns zhout the future, preparec by the
curporete staft; all divisions shoulc use tre same pasze ¢f economic, s¢cicl and
political Zata ir vreir planning. Each ¢ivision then provides a study of their
currert position ard past performance within the industry, generally with aate or
rrougtry sales, market percerntages, company revenrues, manufacturirg coste,
expecteg rargirs, divisional expenses, corperate allocations, capital charges arc
crre-tax profits, Tnose figures are usuvally stated tcr the pacst tive years,
ectimateq for the current year, and anticipated for tre next five years., The
rire year sparn makes trends and changes very chvicus., Informeticon is al<o
rormctly providec on tre marnet chares of the meojcr cempetitors ir the ingustry,
anc fre strergtis/weaknesscs of the division versus ftese leaders cn such
simensions as product gesign, trand reputetion, aistributicn coverage,
cromcticnal effectiveness, productive capacity, me. ufacturirg costs, etc,; the
intent is to support the sales fcrecasts anu shuw tre reasons for the profit
trerce,  lceally, gifferent forocasts should be preparec comparirg the expecied
results of elternative strategies, and the market cssumpiions eng {inancizi
recquiremerte of these cotter methods of cempetiticn., Irn a neeving between
corporate executives and divisional raragers, the alternatives are examirec, @
“trateqgy is selectec, the forecasts are consicereg, and the projecticns are
wvertoally acceptes or revised.

Strategic plennirg in non=-profit organizations ic corsigerably more complex,
Tris complexity is due t¢ the non-market pricing, external tunding, professional
cersonnel and multiple clientele that are usualiy associcted with these service
irstitetiors, Agair, however, it is necessary 1o staert with consistent
environmental assumpticns about the future; aill units within the instituticn have
re use tre sarme sociel ance financial data in their plannirng. Eact unit should
*ren provige @ otudy of thelir current position and patst performance in comparison
tc othter irstitutions of fering approximately similar services to cleosely similar
sroups; non-profit institutions such as colleges and universities do not compete
for profivts within an industry of other companies, but they do cortend tor public
approval! and financial support within an "association" of other organizations,
and strategic planning, in very simplified terms, can be considere¢ an effort to
rosition an organization within that associetion in order tc gather that approval
and support. The organizational uniis prepare the plans; the centraij
cdministration reviews ther  and then, in a series of meetings, tte plens are
modified ir order to achieve ar overall strategy or icentifiable craructer for
the irstitution,

Strategic planning 1n lerge comranies was eariier thought to start with a
ctetemert of corporate objectives [ 5], usually in financial terms, ang the
givisional plans were e pected ro adg up to meet those objectives. This
“irective plarning forced the divisional managers fo prepare fourecacte baced on
corporate expectaeticne, not industry conditions, and resulted in errors, mistakes
ang disasters. Directive planning can bLe successful in an expanding parket sirce
it creates a challenge which may be achievable; ir a static or stagnant incustry,

it merely creates an illusion which may be fatal., Tre same <ituation cccurs ir
non=profit institutions; organizational cbjectives stuted pricr t¢ a study of
actual assete ond ckills, envircamen al characteristice ang trengi, anc

managerial/protessional velues and a titudes, can easily lead T¢ unachievabie
geal s, nut workable plans,

Froglar Llanngr g ie the secord clep or o Ta
oot ztion soquerce, Aopro o ooar te thoneht




activiiies declgned to improve the competitive pcsiticn or @ busiress firn, or T¢
achieve the service posture of a non-proflt organizaticn. 1lhe irtroguction of o
new product, the moderrization of an existing plent, or the acditicn of -
complementary service are all examples of progrars. Programs tend to have a
lengthy time span, multiple activities and extensive assets; they are large
projects derived from t'= strategic plan of the organization, and they specify
the personnel required and the resources needed to reach the competition position
or service level defined by tre selected strategy.

Program planning is used to specify the activities and to allocate the
resources needed to achieve a glven strateglc position., The activitles are
usually described in very general terms, almost on the level of the number of
people reguired to perform each of the functlonal end technical tasks; more
speclfic definitions of trese tasks are left to the budgetery planning stage
where measures of performance are established and targets for achievement are
negotiatec or a ¢ .rt-term basis. Changes in the program and changes ir the
personnel permit short-term planning, often or a one-year cycle, for the activity
specifications, but capital allocations have to be on a longer term basls. The
financial inflows and outtlows for each program or project, and the relative
timing of those cash movements, must flt the overall capital sources and uses of
the organlzation. Most active organizations have many more beneflcial vses for
capital than availiable sources, and are consequently continually short cf cash,
so the flow of funds has to be accurately estimated, and the use of those funds
carefully planned., Program nlanning estimates the flow of funds over the life of
each program or project, and then evaluates the relative desirability of these
programs or projects. There are three formal methods for this evaluation:

1. Financial return. The financial return models are haced on tte relative
size and timing of the case inflows and outflows. Payback pericd and
the accounting rate of return are the simplest of three comparative

4 tinancial models; “he payback perlod uses the summation of the annual
profits after tax pl.s the depreclation from the project over the perlod
of *ime needed to equal the Inltieal investment as the rarking criteria,
w» .e he accounting rate of return uses the ratlo of the average annual
proiits after tax plus the depreciation of the project to the Initial
irvestment, Both of these methods negle=t the time value of money, and
attach no importance to the timing of the cash flows.

The ret presant value method of investment analysls uses the difference
between the sum of the present value of the expected cash outflows and
the sum of the present value of the expected cash Infiows, both at a
given discount rate, as the ranking criteria for programs. The internal
rate of return methoa of investment analyslis uses the discount rate that
equates the present value of the expected cash outflows (investments)
with the present value of the cash Inflows (after-tax proflts plus
depreciation charges); In essence, the internal rate of return of a
project is the discount rate at which the net present value Is zerc.

2. Cost benefit analysis. Cost benetit aralysis Is often used In
ron-profit institutions as a substitute for the capital budgeting
procedures, or flnanclal return models, used in business organlzaticns.
The financial return mocdels for investment analysis assume that the
positive cash flows are the benefits of the project, or can bte used as
surrogates for those berefits, {in most non-proflt or ron-business
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situations, the cash inflows may have very llttle reletionship with the
benefits of the project since the revenues are ften not cetermined by
either market pricirg or full costing. Instead, revenues may be
cetermined by the recipient's abillty tc pay, and the services are
provided because they are felt to be needad, not because They are
thought to be either cost effective or price elastic. The costs of a
non-prcf it program can be measured by the cash outflows, or use of
resources, but the benefits have to be gauged on some Other reasure than
the cash inflows, and a financial equivalent for the services is often
uyseds This flnanclial equivalent is usually based on an estimate of
social and iIndividual benefits as, for example, In the incrementzl tax
payments and income potential of a high school graduate versus a
non-graduate over the person's |ife time, discounted back T1c prewent
value, that are often used as the economic rationale for public
education. The financial equivalents are subjective, and can be
arbitrary, but cost-benetit analysis does provide a rarkirg criveria for
the investment analysis of programs In the public sector.

3. Competitive position analysis. Both tinancial return models and
cost=-benef it techniques concentrate on the size and timirg of cés
f'ows, or on the cash equivalents for soclal and individual beneflts, as
the ranking criteria for programs developed to Implement a seiected
strategy. A third ranking method, though much more difficult fc
quantify, centers on the competitive position or service leve! Iikely tc
be achieved by the program. The competitive position of a firm ic
difficuit to measure, except in terns of market share, share growth or
productive efiiciency, and the attainment of a service level for a
non-prcflt organlzation is even more troublesome to evaiuate, but these
are the primary determinants of long-term success for the respective
organizations, and should be recognized in program or project
evaluations. Discounted cash flow models, whether with actual or
equivalent inflows, glve primary emphasis to short-term results, due to
the compounding of the discount rate over time, and ignore such
essentlal resulis as pollution control, safety Imprcvement or scrvice
expansion because of their lack of positive cash fiows. Competitive
position analysis will become more important, over time, than financial
return models In the comparative evaluation of programs to implement a
selected strategy.

Budgetary planning is the third step or stage in the planning - control -
motivation sequence. Budgete are estimates of the revenues and expenses
associated with each program or project developed to achieve the competitive
position or service levei envisaged In the selected strategy. Budgets ' ally are
programs expressed ir terms cf income and expenses; they detail and "iine tune"
the prog-ams. A budget also assigns responsibility for the activities contalned
in the piogram., This assignment cf responsibiilty, probatiy, is the most
important element in the definition of the concept: a budget is not so much a
forecast of results as it Is a conmitment ty members of a unit withir an
organization to achieve those results [47. The distinction between a forecast
and a commitment is essential in understancing the planning process, from
strategy selection to resvurce allocation to budgetary responsibility. lhe
budget brings menters of the functional and technical units withir each division
of an organization tu agree, In escence, to move partways towards reaching the
competitive position proposed by the selected strateqy. The overaell ptanning
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process, and the dlfferences tetween the three steps or steges, car be summarizec
‘r terms of the organizaiional level, the time horizon, and the conceptual
output:

Planning Organizational Time Major Output of the Flanning

2tage Level Horizon =tage

Strateglc  Corporate 510 yrs Selection of the methou of

Plannling competition leading to a
competitive aavantage for
the firm

Frogram Divisicnal 3=5 yrs Allocation of the resources

Planning and plan of the activiiies

needed tc achieve the
competitive positlon

Budgetary Unit 12 months  Commitment by members cf the

Planning organization to achieve gnals
leadlng towards the
competitlive position

The time horizon for each stage is, obviously, an average or typical range,
and Is not meant to be an absolute requirement, The time horizor usually varies
with the Industry. Public utilities, with long time spans needed for regulatory
approval and plant construction, generally perform strategic planning over 12 to
15 years, and program planning over 5 to 8 years. Colleges and universities
might select 5 to 8 years for strateglc planning, and 3 to 5 years for program
projections to match the constriction time for new facllities. Almost all
budgetary planning, however, is on a 12 month cycle sirce the irtent is to
forecast revenues and expenses with reasonable accuracy, and tc have the
forecasts comparable to the financial records of the stanaard fiscal year for
control purposes,

Budgetary planning combines forecasting the revenues and expenrses associatea
with the varlous programs of a college or universlity, and setting goals and
objectives for tre departments and other academlc units that are involved ir
tnose programs. The goals and objectives are the results that are expected; they
are statements of where the departments and other academic units are expected to
be at specific timcs In the future. These goals glve members of all of the uniis
the sense of Clrectlon and purpose that is necessary to coordirate thelr efforts,
and they permit evaltation of the performance of the units. They serve, in
short, as targets for achievement and as standards for contro! [5].

These '"targets for actievement and standards for control™ can be financiai,
non-flnancial or non-quantltative in nature. The flnancial measures are based
upon articlpated revenues or expenses over a i1Z2-month pericd, and glve the
appearance of preclslon and detail, but in reality revenues, costs and profits
are summary flgures for many dlverse actlvities &and are subject, of course, to
the account-conventlons., Even in business flrms it is thought that financial
standards def lne areas of responslbility, provide constraints on spending, and
permit forecasts of cash flow, but that they do not accurately reflect short-terr.
performance. Non-financial measures are reeded to supplement the budgeted
revenues, expenses and profits; wmany of these non=flnancial measures are alco
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quantitative, and are based upon unit measures such as total enroliment, ratio
measures such as students per faculty member, or percentage measures such as
instructional costs compared to tulition revenue. These non-financial numerical
standards can provide accurate neasures of performance, but only for the
organizational units where the oJtput is clearly measurable on a single or
composite scale, as in the basic courses with large enroliments where quality can
be assumed and quantity can be mea:ured. One definition of a college or
university, however, is that ihev are places where quality counts. To evaluate
quality, non-quantitative measires are needed. These non-quantitative meacures,
of course, are subjective, and Thoroughly unsatisfactory, except in comparison to
the more objective alternatives. Numerous proposals have been suggested, at my
own university and | assume at others, to weigh publications by the reputetion of
the journal and the rumber of pages, but 1hese always fall apart cue to the
recognition that the most advanced wcrk can't be pubiished Ir the most respected
Journals. Scholarly review, with al! its faults (ard they are many), remains the
sub jective standard for the evaluation of faculty research performance.

In summary, budgetary plenning refers to the estimation of the reverues and
expenses associate¢ with each program or project developed to achieve the

competitive position or service level envisaged in the selected strategy, and to

the establishment of Titative and non-quantitative measures of performance
for the organization inits ana indiviaual members associated with the programs,
The intent, In every lInstance, is to develop measures of organizational
performance that will serve as targets for achievement and as standards for

control. The development of valld measures of organizational performance through

budgetary planning is difficult, but there ..e three generalizaticns that shoula
be remembered.

1. Budgetary plans should tie back to the strategic plans for the long-term
concept of service selected for the institution, and to the prcgram
plans for the allocation of resources and the definitlon of activities
needed to achieve that level of service. Following the strategic,
program and budgetary sequence of organizational planning, the annual

budget should be sean as a consequence of prior planning, not as an
independent exercise,

7. Budgetary plans should reflect the expacted revenues and expenses of the
programs, and should provide standards of performance for the
organizational units and Individual members that are responsibie for the
various activities within each program, Ffollowirg the financial,
rumerical and subjective sequence of organizational standards, the
annual budget shoulc be seen as a commitment to measurable performance,
not as a forecast of financial results,

3. Budgetery plans shoula be underctood by the leader and cther members of
each organizational unit, and shoulo be Lased upon known cost
relationships or reasonabie activity expectations. Follcwing the input,
process and cutpur model of organizaticnal performence, the annual
bucget shoulc be se:n as a realistic level of achievement, not as an
arbitrary cor unriiateral assignment.

The procese of estabiishing an annual budget rhat leads directly from the

prior strategic plans and program plans of the organization, that reflects the
expected revenues an! expenses of the proegrars and provides velid stancards of
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performance for the units, and that is understood ang accepted by the manegers
and members of those organizational units, is difflcult. To avoicd the appearance
of unilateral or ~rbitrary decislons on performence stendards, and to avert the
tendency to project revenues and expenses at last yeai's levels, it is common to
recommend greater participation and reduced Incrementzlism in the budgetary
process. There are probtlems with both recommendations:

1. Problems of Increased participation. Budgetary planning Is the ennuzl
Frocess of forecasting revenues and expenses for the programs, and
setting standards of performance for the organizational units, generally
over a 12 month period. In forecasting these revenues and expenses, and
setting these standards, it Is often recommended that the managers of
the organizational units responsible for the performance of progranm
activities participate ir. the process to increase organlzational
commitment and indlvidual motivation. Particlpaticn does generate
commitment, and the recommended means of achieving particifation is to
develop the revenue and expense forecasts and the organlzationa!
performance standards *hrough superlor/subordinate negotiations. This
process is termed "Management by Objectlves"; the Intent is that the
subordinate responsible for the performance and the superlor responsitle
for the review of that performance should together estabiish the scales
of measurement and the expected levels of performance on those scales,
prior to evasluation. It is belleved that the process of regotiation,
with a sequence of proposal, counterproposal, compromise and eventual
egreement, will result in challenglng but achievable nationa! standards
and controi criteria. The concept is appealing, but the problem is that
the annual budget is developed from the strateglc plans setting the
long-term competitive posture of the firm, and the program plans
allocating the resources and defIning the activities neeced to achieve
that competitive posture, and consequently many of the standards of
pertormance for the organizational units can't be changed in
participatory discussions, but have been assumed in the prior plarning.
It Is, of course, possible to request changes In those prior plans, but
That is often organizationally difficult. Participatory discussions on
setting budgetary stardards can easlly lead to feelings of frustration
and cynical distrust on the part of the subordinate, and to an
apprehension of interpersonal incompetence on the part of the <uperior.
Participative discussions for the purposes of mutual understanding of
the prior plans, not for the purpose of establlIshing independent
standards, probably are more productive In compléex orgenizations.

2. Problems of reduces Ircrementallsm. Incrementalism refers to the very
common tendency, in preparing an annual budget, to adjust the prlor
year's figures to meet the current condltions, and not to base the
buiget on the organizational strategy and the program plans.
Incremental ism starts with the concept that each organizational unit is
"entitled to" an amount which, at the minimum, is the same as |ast
year's, and which probably should be increased by ar organization-wide
percentage to reflect growing costs and greater inflation. Incremental
budgets rely on the prior perlod as the frame of reference, rather than
on the prior plans. "Zero-based budgeting" was developed to avoic
fncremental ism; thls budgetary process identifies the activities within
each organizational unit, and prepares alternatives for the activities.
These alternatives may be different ways of performing the given
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activlty, through a new technology, tor exampie, or a rore centralized
department, or dlfferent levels of performance. Fach alternative is
*then costed so that the superior, in the superior/subordinate
dlscussions, can select an Improved methoa of performence or a changed
tevel of effort, The intent of zero-based budgeting I= to force
examination of the =nnual expense levels, and to anaiyze a J justlty
each activity; the result is actually to place greater emphasis upon the
participative discussions, because of the wide range of possible
expenditures, and upon the interpersonal aspects of thuse discussions,
Annual budgets in complex organizations should be based upon the
strategic plans of an organization, and upon the program plans
allocating the resources and defining the activiiies needed to implement
the selected strategy, and not upon interpersonal regotiations,

The development of the annual budget completes the planning cycie or system,
and starte the control cycle. Control is an awesome phrase in a universlty
context, but properly used, it is the complement of planning. The term shoulg
refer to the process of comparing actual results with the expected outcomes of
the three levels of planning, analyzing the varlances, and irstituting changes if
needed. Control implies a set of standards, a comparison of performance against
those standards cn a repetitive or continual basis, and the possibility cf
corrective action when a devletion occurs. ~edbact and correction are central
to the concept of control; these elements a. - present in a physical system, such
as the thermostat controliing a furnace, and should be present in a managerial
system, as in the budget controliiing expenditures, or in an academic system, with
peer evaluation providing assistance in both irstruction and research. Control
of thic nature Is not primarily repressive, setting boundaries to action, or
censurious, allocating blame for shortfalis, though both of these aspects zre
present in any control system; Instead, it is a more positive process tor
decliding what shoulc be changed now to achieve the future outcomes of the
pianning system, Control, In summary, provides the information needed to aajust
organizational unit and Individual member performance over the short-term to lead
to an improved institutional position over the long-term,

Control is the compiement of planning, and the two systems overlap: the
control cycle makes use of the financla}l, numerical and sub jective measures
estabiished In budgetary planning, and then records data from the deveiopmeny of
each project anu the operations of each unit In "operational accounting" and
matches the actual vs. expected outcomes through "comparative evaluation.”

Qperatioral_sccounting Is the fourth step or stage in the ful! plannirng -
control = motivation sequence, As stated above, It fol lows vudgetary planning,

which in essence is the projection of resulis, and involves the recording of
those resuits, The results may be financial, numerical or qualitativa; the
accounting process within an organization normai ly records only the financial
data, but cperaticnal accounting Is an expanded form to record both the financiel
and numerical outcomes of organizational activities, and to summarize the

sub jective evaluations. |t s nejther necessary nor pcssibie, In this short
note, to describe all trree aspects of operational accouny ing, beyond makirg the
obvious statement that ire systems have to be computer-based for data
accecsibility and usage. This creates a problem at many academic Institutions,
Colleges and universitic. can be described in many slightly disrespectful ways,
but one ~f the moust accurate is that they are places where computers are stedied,
but not used. Cr, more accurately, not unsed tC their poienticl. Firancial and
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numerical cata can be classlfled, recorded, sorted and then combined in different
patterns to portray the deveiopment of academic programs and the operation of
academlc units, The function of operational accountirg ls to ensure that this
does happen, and that flnancial, numericai and descriptive measures are all used
fn the comparative evaluation of budgetary plans with actual operations to

Improve the performance of organizational units and to reward the efforte of
individual members.,

: ¥e ©valuation ic the fifth step or stage in the planning - control
- motlvation sequence. It involves a comparison of planned versus actual
results, through an analysis of the variances, and provides information to the
leaders and members of the organizational units for the improvement cf
performance. Control is effective only when it helps The managers and members of
organizational units; managerlal assictance, not repressive standards or
centinual complaints, is the essence of control [6].

This assistance to the managers and members of the organizaticnal units
should be on three levels, corresponding to the three steges of planning.
Planning, as described previously, can be dlvlded in*o the three sequential steps
or stages of strategic planning to select the long-term competitlve position or
service posture of the orgarn.zation; program planning to allocate the resources
and deflne the activities needed to achieve that competitive position or service
posture; and budgetary to establish standards of performance of the
organizational units responsible for performance actlivities, Control is needed
at all three stages of planning to compare actual results wlth expected outcomes
so that, when necessary, the current operations may be improvec or the existing
plans may be changed. [t Is common to concentrate this cortrol eifort on the
activities of the operating managers since these organizational units gererally
have financial performance standards that make comparative evaluations easy, a
short time frame that makes changed results apparent, and a low hierarchical
position that makes corrective action possible. This emphasis upon the operating
unlts, however, neg!ects the long-term viabllity of the selected strategy and the
mid-term completion of the funded p-ograms, Control |s needed at al! three
levels of Institutional strategv, program efficlency and operating effectiveness
to improve the total performance of an organlzation:

I+ Institutional control. Institutional control measures the viability of
the selected strategy of the organlzation. The sirateglic plans, of
course, defline a long-tern method of competitlion or concept of service,
and the Institutlional controls should evaluate progress towar:ls
achieving that competitlon position or service level. |71 Is certeinly
difflcuit both to identify the deslred position and to measure progrecs
towards achievlng that positlon in flnancial or quantlitative terms, but
some of the dimensions might be enroilment trends, scholarly writings,
faculty opinlons, alumni ¢lfts, tunding levels, external reviews and a
general spirlt of accomplishment., That latter element, the general
spirit of accomplishment, can't be measured, but we all know when it jc
there. The president and vice presidents of a university are
responsible for positloning that institution within an association of
other institutions, with the intent of achieving a fong-term comparative
advantage that will lead to public approval and flnanclal support,
Institutlional control should evaluate that strategic declsion by
comparing expected results with actual outcomes on numerous financiai,

numerlcal and descriptive dimensions, Important varlances shoulc resuit
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in charnges In the strategic plans, in the rescurce allocations and
operating activities that were cesigned to implement thcse pians, or ir
the senior management. |t is necessary to create an atmosphere of
accepting environmental and organizational changes, and of recognizing
the need to plan for those changes, within the senior management of mcst
organizations; a control system that revealed irattenticn to thcse
requirements, and a motlvation system that penalized that inattention,
would help greatly in developirg the needed attitudes and abilities.

Program contro:. FProgram control measures the execution of the programs
designed to achieve the long-term service posture of the institutional
strategy. Program planning, as described previcusly, estimates the flcw
c¢f funds over the life of each program or prcject, and specifies the
activities needed to complete that program or project. Frogram control
compares the estimated usage of funds with the actual expenditures, and
particularly compares the pianned activities with the actual
achievements. Most programs consist of a number of activities or tasks
that are interrelated by time; many of the tasks cannot be started until
others are completed, so that cdelay in one &ctivity creates additional
delays, and 2dditional costs, in others. Program control systems
usually recognize these interrelationships, either through simple
comparizons of the estimated versus actual completion cates for each
activity, or with formal network models such as PERT and CFM that
explain changes in the time and cost requirements, Majcr variances in
resource usage or completion dates should be analyzed for the causes,
and should result in program changes, activity changes or mansgement
changes. Again, It is necessary, even within a university, to develop a
tradition of completing programs and projects on time and to cost
estimates amorgst the managers or leaders of those programs; a control
system that not only reveals the deficlencies but helps to correct those
def iclencies woulc assist in deveioping the needed attitudes and
abilities.

Operating control. Operating control measures the performance of the
organizational units that are responsible for the academlic ana technical
activities w thin each program. Budgetary planning, as descrited
previously, estimetes the revenues and expenses assocliated with each
program. usually on an annual basls, and sets the goals and ob jectives
for the academic and technical units involved in those programs. Tnese
goals and objectives are the results that are expected; they are
statements of where the organizational units are expected to be at
specitic times in the future. The goals and ob jectives mey be
financial, reflecting the anticlipated revenues and expenses; or
numerical, showing unit, ratio or percentage measures of performance; cr
descriptive, with qualitative and sub jective standards. OCperating
control, as used here, refers to the comparison of planned resuits to
actual outcomes for all three 1ypes of standards. Major veriances in
nerformance should be analyzed, and could result in changes in the
udgetary plans, in the managerial activities, cor ir the unit perscnnei.
1 should be remembered, however, that the purpose of the operating
ntrol cystem i< tc provide information for the leaders and members cf
the organizational units that will eventiually lead to improvec~~uts in
performance; assictence to the members, not evidence of Incompeterce or
inability, is the objective of centrol, and that ascisvence shoulc lead
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to changes In the pians or in *the activities more readily than to
changes in the personnel,

Changes in operating personnel are common in business; that |s due, at least
partially, to the fallure at this level o control to separate the evaluation of
the organizational unit, as an economic entity, from the evaluation of the
manager and members of that unit as individual persons. 1t is necessary in the
analysis of variances at all levels of cc.trol to understand that some of the
factors in the performance of an organizational unit are subject to the directicn
of the manager and the efforts of the members, and some are not. The factors not
subject to the direction of the manager and effor+s of the members usual ly
include problems outside the organization, such as changes in the economic cycle
of the country or the computitive structure of the industry, and problems outside
the unit, such as changes in cooperative efforts or operating results by other
units. For the evaluation of personal performance, rather than the measurement
of organizational achievement, it is important to recognize that some factors can
be foreseen in the planning stage, that some can be managed in the control stage,
and that some can be neither foreseen nor managed. Accurate identification of
these ciasses of problems !s important in business firms, and crucial in academic
Institutions, for they impact the design of the motivation system to provide
rewards and sanctions at zll levels of the organization.

Motivation is the complement of control; It is the process of rewarding the
individual or unit whose performance has brought actual results close to the
planned outcomes. Motivation attempts to create conditions such that members of
an organization can fulfill their own needs, which often differ or numerous
dimensions, by meeting the organizational standards. Goal congruity is central
to the motivational concept; each individual has needs which should be recognized
and expectations which should be understood, and each orginization has standards
which must be met, Movivation of This nature can be either positive or negative,
with both rewa~ds and sanctions, but the incentives have to be tied to the
anticipated outcomes of the planning process, to the comparative evaluations of
the control system, and to the necds and expectations of the organizational
members. Ins*itutional motivation, in summary, rewards or punishes indlvidual
end divislional performance over the short term in order tc lead towards an
improved organizational position in the long-term; It consists of an
"organizational response" and an "individual reaction,"

Ihe organizational response Is the sixth step or stage in the planning -
control = motivation sequence. Organizational response refers general ly to the

reaction of an organization to unit or individual performance as measured by the
comparative evaluations of the control system, and specifically to the design of
incentives to reward that performance. A planning system becomes a control
system when organizational units and individual members are evaluatasd on the
variances between planned results and actual outcomes, and a control system
becomes a motivation systcm when the performance levels of both organizational
units and individual members are recognized and rewarded. Recognition is fully
as Important as reward; both are included in the concept of an organizational
respense, which may be of four types:

1. Percepiual. A perceptual response Is the recognition of achievement of
elther an organizational unit or individual member by the balance of the
organization, Recognition of achievement, with that achievement
measured by the comparative cvaluation of planned versus actual
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performance, Is unparently the simplest, certalnly the least expensive,
but unfortunately one of the more uncommon of all organizational
responses. Members of an organization |lke to believe that their
contritutions to the organization are percelved and ackncwledged by
others; this acknowledgement, however, has to be more informal than
formai, and more unforced than directed. Organizational newsletters and
congratulatory meetings don't work; the respect cf cu~workers and
comments of peer indlviduals do, but it is Impossible +*o design the
latter as part of a motlvation system. The perceptual response of an
crganization is complex, and lergely unmanageable, but critical in the
motivation of the leacers and members of an academic Institution.

2. Financial. A financial response is the payment of a monetary reward for
Indivicual achievement, again with that achievement measured by the
comparative evaluation of planned versus actual performance. The
monetary rewards In business firms are normally tied tc the budgetary
measures of performance, witn a commlssion paid on sales or a bLorus
awarded for profits. It Is essential that the measures of performance
used to compute the monetary rewards be considered carefully, for most
of the single financial standards can be manipulated: sales may he
recorded in the wrong period, or profits can be Increased by a cu: in
the developmental expenses. |In an academic Institution it is
traditional that financlal Incentlves be limited to salary increases,
and the effectiveness of salary Increases has been |imited recently by
strong pressures for "across-the-board" raises. This is probably
unfortunate because financial rewards can be effective; they provide
both increased Income for the indli* ldual and a form cf perceptual
response by the organization. Comparative incomes represer! ¢ne means
of acknowledgling the relative contr Hutlons of both organizational units
and indlvidual members to an academic” institution,

3. Posltional. A positlonal resonse is the promotion of a person for
individual achievement, The pcsitlional resopnse is only partlally
effective in business flrms since norma!ly there Is a considerable time
delay between the recording and evaluation of performance and the
announcement of the promotion, but as with the monetary reward, a
positional change is a form of perceptual response, and indicates
recognition of the contritutlons of that person to the organization.,
Promotion and tenure, of course, are the traditlional forms of motivation
at colleges and universlties; they have the advantage of combining
perceptual, financial and positional incentives at an academlic
Instltution.

4, Personal, Personal responses are the non-financial and non=-positional
responses by an organlzation; they include the of fice locatlons, decor
dlstinctions, parking privileges and club memberships that indlcate
status wiihin the organization and that, together with football seat
locatlons, are not entirely unknown withir col leges and universities.

The flnanclal, positional and personal incentives of an organization shouic,
obvlously, be designed to reirforce the performance measures and comparative
evaluations of the control system, and to suppliement the perceptual response thut
Is crucial in motivation, The effort and commitment of various indiviauals
wlthin an organizaticn will differ, however, even if evaluatea with similar

48




standards and rewarded with the same incentives. This variety of response is due
to personal differences between inaivicuals, and even within the same indivicual
at Jifferent times, and results In an indiviaualized reaction to the clanning,
control and motivation systems.

Ihe individuai reaction is the seventh, and lest, stege in the plenning -
control - motivation sequence, Individuals react differently to formal
incentives, even in closely similar situations with nearly identical
organizational influences; this Is because individuals are truly different,
People differ In physical abilities, mental capscities, Interpersonal skills,
social expectations, cultural bellefs, educational levels, past experiences,
current conditions and future needs; within a university, all of these influences
are present, plus the differences in disciplinary orientation, which ca. be
major. The large number of dimensions that can be used to describe personal
differences makes it nearly impossible to forecast Individual reacticons to the
motivational systems within an organization, but it is possible to icentify many
of the forces that influence individual decisions and actions, and it Is possible
to predict typical or "averzge" behavicr. These forces, and tha relationships
amongst them, can be shown graphically [7]:

institutional _ feedback of individual efficiency in need
structure . satisfaction/frustration satisfaction
information _ personal
system influences

b
assignad ] individual__  existir_ patterns___ individual decisions
tasks situation of benavior and actions
planning _ interpersonal
system influences

*
control 3 social
system influences

f
motivation B cultural
system influences

I_feedback of group —— . effectiveness in

approval/disapproval group adjustment

The organizational forces which influence Individual decisions and actions
are the institutional c<tructure, information system, assigned tasks, planning
system, control system and motivation system. The institutional structure
creates a position for the individual relative to others within the organization;
the information system provides a portion of the data needed to perform the
assigned tasks; and the planning, control and motivation systems together
generate the performance measures, the comparative evaluations, and the
financial, positional and personal incentives. These organizational forces,
however, do not determine behavior; they merely influence it, and thelr influence
may be minor ‘in comparison to the personal, interpersonal, soclal and cultural
factors. These factors cannot be defined in a short paper on academic systems,
but they are certainly understood at all academic Institutions.
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Each indlvigual withir an cr-anization has an exic<ting pattern of behavicr
that |s based upon personal cognition and motivation, interperscnal attitudes and
traits, soclal roles and status, and cultural norms and valies, Trat pattern of
behavior is influenced partially by inagivicual needs for perscnal (foud, shelter
and clothing), interpersonal (frlendship), social (esteem) and culdiural
(self-dev:lopment) benefits; and partially by the organizaticnal torces that come

from the institutional structure and planning, contrul anc mctivational cystems,
Behavior in organizations is complex, not simple; for the person concerned with
the desigi of a motivational system, the essential concept is the recognition
that formal Ircentives may have a very limited Influence or indlviaual decisions

and actions.

Individuai cecisicns and acticns within an organizatior are gu!ded, not
directed, by the combined impact of the Institutional s*ructure ond the

managerial systems for planning, control and motivation.
etfective, must be consistent,

These systems, to be

The planning procedures at many colieges and

universities have lost much of their financial effectlvenesc and crganizational
support because thic need for consistency has not teen recognizec.

Consistency is key,

n¢ It is emphasized here ty repea*ing agaln the graphlc

display of the relationst ps between the stages of the plannirg - control =
motivation sequence that must be understood for the manageriel systems to be

effective:

—

strategic pianning
(method of competition)

environmental assumptions
organizational resources
managerial intentions
strategic alternatives

net present value

planning program planning internal rate of return
system (allocation of resources) cost benefit analysis
comparative positicn
revenue forecacts
budgetary planning expense estimations
(projection of results) numerical measures
descriptive standards
cost accumulation systems
control operational accounting cost allocation systems
system (recording of performance) responsibility centers
transfer prices/shared costs
[ organizational control
comparative evaluation program control
(analysis of variances) managemert control
operaticial control
perceptual response
motivation organizational response financial response
system (design of incentives) positional response

individual response
(actions & decisions)

1oy

personal response

personal influence
interpersonal Influence
soc1al 1nfluence
cultural! influence
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Strategic Planning ir tte Sma!l, Private, Literal Arte College

Ir textbooks an¢ survey articler -n strategic plannirg, one cften
encounters statements such as: "...little has been dene fTc answer questicns
(concerning strateq'~ planning)...for non-business crganizations," (hofer,
197€, p. 261) Accordingly, one might expect & pauvcity of literature on thre
sub ject of plannirg In the college or university context,

Even a casual examination of the literature irdicates 1tat there ic nc
ueartt of writings on coilege plannirg. Wortmar (1979) cbserved that, amcrng
the not-for=profit institutions, higher educaticn has probabty been
discussed more extensively than othters., One survey writer courted over &
thousanrd citaticns in some way relevant to strateqgic pl.nnirg for colleges.
A more probirg inquiry, however, may very well verlfy ftte cpirion tha?,
volume of Ilterature notwithstanding, there !s not much of cubstance fu be
tound.

The |iterature on sirategic plannirg for irstituticons of higher
ecucation is overwhelmingly prescriptive ir nature, and its prescrigticns
urge the adoption of a planning structure medel that is virtually icentical
to that developed for and emplouyed by profit~ and growth=crientrg ircustry,
This adaptation of the industrisl planning model can be seen ir the
comparison ir Tabie | of two planning schemes, one exemplary of the coliege
plannirg literature (Bergquist and Shoemaker, 1975, pp. 3-4) and the otrer
from the irdustrizl planring field (Learned, Christiansen, Andrews, and
CGuth, 1965).

In addition to the widespread acceptance cof this basic model ot the
structure of planning, several cther concepts are stressed ir the
prescriptive literature. For example, extensive participation in the
planning process |s commonly advocated. How thls participation is to be
achieved, however, veries from author to author. A frequent cevice for
participative purposes Is that of the planning team or committee.
Recommended membership on the committee varles, but most frequently inCludes
adminlstrators, faculty, and students, and somewhat lesc frequentiy,
trustees, alumni, and local community representatives. That the small
committee approach satisfies the broad participation rubric is, of course,
debatable.

This literature almost always recommends that a planning of ficer be
designated, responsible to the president and for the coordination of the
activities of the planning committees or organizations. The role ot the
chlef executive is not well clarified by this literature, Some ar*icles
suggest an extensive role, others only a peripheral one. Mos* of fthe
planning prescriptions urge careful consideration of envircamental
influences on the plannirg process and on the institutior, particulariy as
these constitute a date base (e.g., demographic, econoric, soclial trends,
atc.) and in the deternination of the Institutlon's socio-economic purrost
or mlssion, Several of the published "guides" or "ranuals" on college
planning Include expl:cit timetables for the planrirg cycle within the
academic year, forms tc be filled out concernino such ifems as departmenta!
budget requests and resou.~e appralcals, char*s for informavion and
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documentation flows, and organlzation chearts.
anuals are offered as complete, ready-to-install, procedure

Indeed, a few of these
s packages.

Takle | Comparative Models of 1he Structure of Strategic Planning

8ergquicst and Shcemaker Model of

College and Unlversity Planning

!. Assessirg the current,
future states of the
and Its environment.

past, and
Institutions

. Clarifying Institutional mission
and goals.

3. Developlrg an analytic and
projective mode!l of the
Instltution.

. Des'gning and testing strategies
for inctituticnal stabilization
and change.

5. Impiementing strategles for
institutioral stabilization and
change.

&. Monitoring cf effects and
posclble redesign of the analyric
model and the Implemented
activities.

Learned, Chrlstiansen, Ancrews, and

Guth Model of Corporate Plannicg

1.

ldentification of the
cpportunities anc rlsks
env|ronment.

in the

tcgentification of the resources,
weaknesses, and strengths of the
crganjzation,

lgentification of the personal
velues and aspirations of the
participants in the organization.

lgentification of the legitimate
interests of other segments of
soclety tc which the organizaticn
is responsive.

Feconciliation of the
environmental influences, the
strengths und weaknesses withir
the corganization, the values ang
aspirations of the participants,
and the obligatlions to soclety,

Identification of the tasks
necessary for the accomplishment
of lts purpose and the deployment
ct organlzational resources to
these tasks,

Provision of a suitable
organlzation structure for the
accompl Ishment of these tasks,

Provislon for a set of
measurement and controi systems
pertinent 1o ihe accomp!ishment
cf these tasks,

rroadly then, this prescriptive literature has accepted and adopted

many cf the features of
gener iy with little or no proof of

Industrial planning.
its appllcability.

But this acceptance has been
It assumes 3

sultaile analogy between business and Institutions of higher ecucaticn., Eut

the aptness of this analcgy must be questioned.

Indeed, Baldricge, a ma,or
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writer ir tre fielc of academic governance (197%), chaellengis the gereral
applicability of industrial mettcds tc academic adminictraticn, b varns
that:

.«.The orgarizational characteristics of academic
irstitutions are so different from cther institutions “hat
traditional managem=nt theories do nct apply to them, Treir Joals
are more ambiguous and diverse. They serve clients irsteac ¢
processirg materials. Their key employees are nighly
professionalized. They have unclear technologies based rore on
protessional skills than on standard operating procecures. lrey
have "fluic participation" with amateur declicion makers who wanhcer
ir and out cf the decision process,

As a resuit, tracitional management trecr jes canpot te
applied to educaticnal institutions without carefully consigerirg
whether trey will work well in that unique acaderic setting. Some
tracitional theories, particularly ir the decicion=makirg areq,
apply well to academic sc¢ttings; others fail miserabiy. we
trerefore must be extremely caretul about attempts fo manage or
improve higner education with "medern managemert" Technigues
borrewed from business, for example., Such borrowing may make
sense, but i1 must be approached very carefully., (p, 9)

in another study of academic governance, Cohen and¢ March (1974) say
that college planning “can often be more effective as an interprefation of
past decisions than as a program of future cnes." (p. 228) Thus, in their
view, it would seem that plannirg Is a rati~nalization cr gpology for where
the institution has been, rather than where it is going. Tris is hardly
consistent with the concepts and practices cof industriz! plannirg.

White the bulk of the Iiterature on planning in the college context ic
prescriptive in nature and prescribes the application of industricl piannirg
models, there have been only a few descriptive studgies which have examined
actual practices In coltege and university planning, and which have begun to
develop the needed proof that industrial planning concepts are applicable.
One such observer, Freeman (1977a) has complained that there is "l1tt]e
theoretical underpinning for comprehensive (educational)
pltanning...(and)...the develcpment of & general theory 1¢ quice
comprehenslve clanning s some dlstance away...” {(p. 33} Freeman
investigated the planning practices employed by the 56 largest research
univercities in the Un'.ec States (1977b). Essentially, his study confirme
that while interest in comprehensive planning is growirg, its praciice tas
only just bequn. Furthermcre, the study showed that cuch plannirg ic highly
certralized, highly structured, somewhat domiratea by irput (reccurce)
consideraticons (as opposec to output or ccucational objectives), ond
generally built upon loose conceptual found=ations,

Arotter exception tu this tack of reccarch support four the
applicability of the Industrigl planning siructure rodel car be foure dr 1he
rescarch cornducted by Hosmer (1972). He testec the irdustricl wiructure
moge! by examinipg the strategies develcped and implemented "= tte forraten
of three new gradue'v schouls of cusiness administration., booodiy, te

+

concluded that the concepis of industrial <trateqy wore applicabie to
caycational planniryg,

O

ERIC 112

Aruitoxt provided by Eic:




While Hosmer's research |s a valuab'e step towards supporting the
applicability of the industrial pla-rning models, It must be notec thal he
worked with graduate schcols of bysjness and with adminlstrators wel i versed
in or Inculcated with the industrial model. But the prescriptive |iterature
for college planning does not Iimit Itself to planning for busiress schoolc
or to application by administrators trained in or even aware of industriel
management techniques. Fuirther evidence is therefore needed, and one of the
objectives of this present research Is to test tha suitability of the
industrlal planning models In another sector of higher educatlon, one which
is far less |ikely to be as predisposed to industrial meticds. We shall
return to this polnt later in thls paper.

Not only does the prescriptive |lterature urge the adoption of the
concepts of the structure of industrial planning, it almost never departs
from the recommendation of a single planning mode or process, one that is
formal, rational, and highly structured. This prescribed
comprehensive-rational approach +o strategy-making draws Its conceptual
foundations from classical microeconomic theory, I.e., the declsion~-maker
considers the entire range of alternatives and thejr consequences and
chooses that cliernative that maximlzes some measure of utilitys This
approach has been called the "synopt!ic" method (e.¢., Braybrooke and
Lindblom, 1963, p, 40), a term which wlil be used here for convenience, Rut
while Tne college plannirg Ilterature largely confines itself to prescribing
tre "svnoptlic" process, a large and growlng body of Industrial theory and
I'iterature goes much farther ir its examlnation and endorsement of
alternative methods.

Modificaticns In the prescribed planning process for irdustriz! firms
are based on a variety of dlffering conditions aricing from environmental
pressures, ecoromic Imperatives, size, product mix, and organizational
climate factcrs. Fo example, Mirtzberg (1973) argues that at |east three
different modes of planning are to be found and are appropriate for the
plannirg needs of differing organizations, The three modes he suggests are
the entrepreneurial, the adaptive, and the planning mode. Essentialiy, the
entrepreneurial mode 1< a proactive, opportunistic, top=down process almed
at growth, and sultable for the small organization with strong leadership.
The adaptive mode |s more reactive and survival-oriented, aimed at
incremental change, and suitable for the estab!ished firm in a complex
environment, Tre planning mode Is more participative, rational, analyticai,
and formal, aimed at both growth and efficiency, and suitable for the larger
firm in a more predictable and stable environment.

Mirtzberg hastens to point out that the organizaticn need n.t adhere to
any one mode of planning. It could, and indeec should, employ combirations
of modes sub ject fo the exigencles of the decisions to be made, the
perscnal ities of the participants, and the reallties of the sltuaticon, He
distinguishes planning from strategy-makirg, In that plznnirg has come to be
identified with the operation of the tormal, rational models abundant in tre
titerature (including the college planning literature) which he rabels the
"plannirg" model, while I+ is the mak ing of <trateqy that i< the true
ranagement task, however it may be done,

White vte college pianning literature, in its espousal of tne syneptic
mcdel, denics or Ignores the relevance of other Irfluences on or metheds of




declslon-making, such as poiitical or organizational factors or models,
research into decision- and policy-making in industry and ¢—vernmeni ras nct
been 30 narrcwly constralned. Tne roie of organizational politics, for
example, Is attracting increasing attentior. That it plays a legitimate
role ir declsion-making Is the subject of a growing bouy cf theory and
inqui-y. But the college planning |iterature deals with institutioncl
politics in only a cursory fashion. For example:

Many ct the factors that can hirder effective planning such
as departmental rivalries, bureaucratic inertia, and intel lectual
snobbery, are not consicered...except in passing...Successful
ptenning resolves these Inevitable confliicts not on the basis of
institutional politics but rather on the cegree to which proposed
programs conform to Institutional ooals. (Kieft, Arrijo, and
Bucktew, 1978, p. 2)

On the other hand, a major thrust of Baldridge's work is that the
campus is a political milieu, and that political process models are usually
more apt descriptions of academic governance than are others (1971, 1972).

Bergquist and Shoemaker, cited eariier for their planning model in ttre
coliege planning il+eratute (Table ), support the need for the synoptic
approach to planning wlth fthe statement: "Many...planning efforts
fall...because they consls of a strategy ot 'disjointed Incrementalism'..."
{p. 2) They urge a systemic approach, with emphasis on extensive
irstitutional data, conslderation of secondary or unexpected consequences to
gecisions, and concern for the long-term effects of seemingly desirable
short-te m changes. Thelr criticism of "disjolnted Incremental ism" appears
to be oblivious to the Increasing Interest in Incrementalism as a legitimete
and effective approach to organizational stirategic change.

The incremental dpproach has received extensive examination by Lindblom
71959, 1979, and with Braybrooke, 1963) and most recentiy by Quinn (1977,
1978, 1980). Quinn calis it M"logical" incremental Ism, avolding the
pejorative implications of "disjointed" and showing that it Is indeed &
logical or rational method in its own right. In empirical studies of actual
corporate prac ice, he shows it to be not only popular, but consclous,
proactive, and purposeful, and an excel'ent way to combine the contributions
of the syncoptic method with political and organizational process models.
Quinn defles incrementalism in terms of the planning activities of
sub-systems within a {arger organizational context, particularly when those
sub~zystems plan their strategy with full consideration of goals, resources,
evaluation, and the other aspects of planning structure, described in Table
| earlier, He cauticns against "piecemeal" planning by urging that the
sub-systems carefully consider the Integration of their programs with those
of other sub-system: and the entire organization (1980, 5. 135).

In summary, while the coliege planning Ilterature is rigid in its
prescriptions of the adoption of Industrial planning methods and the use cf
the synoptic approach to planning process, the |literature on irdustrical
plann'ng has moved towards the recognition and acceptance of multiple modes
and models nf strategy making. Indeed, some ot the decision models or
Irfluences specifically condemned by the college planning literature,
notably the role of !nstitutional politics and the lIrncremental procecs, are
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shown. in the industrial iiterature to be not only popular but often
appropriate. It is plainly evident that more research, narticularly
empirical research, is needed on the process of planning for institutions of
higher education,

Ihe Research Problems

Earlier in this paper, a typical planning structure model from the
college Iiterature was shown and compared with one from the irdustrial
literature (see Table 1), The essentials of both of those models can be
combined and put into the context of college planning. Ficure 1 depicts
thic schematically.

Note that this structure modei is presenied as an interrzlated system
with each element simuitaneously dependent upon and a determinant of every
other element. For exampie, strategic choices are made in order tc¢ achieve
instituriona! expectations, which are themselves largely influenced by the
range of strategic alternatives avaliable to the institution.

Furthermore, this structure model is offered as a universal model ,
applicable under any and ail circumstances. No provision is made for the
alteration of the modei under certain conditicns. This means that the
selection of strategic alternatives to be implemented must always be
consistent with Institutional expectations, or that imp'ementation must
always inciude a measurement and contro! system that relates performance to
ab jectives.

This, then, is the model that is heavily prescrived for use by col lege
ard university planners. But the prescriptive literature provides little or
no evidence that such @ model Is indeed appropriate for coilege use, or that
it only operates when "formal" planning systems are employed.

One exception to this lack of research support for the appiicanility of
this planning structure mode! has already been noted in the work of Hosmer
(1972), But, as also noted, Hosmer studied The planning conducted by
graduate schoois of business. Further evidence is needed that this model
applies to other types of institutions of higher education. The small,
private, liberal arts colileges, for example, wouid be a type of institution
suitable for further research, The iiberal arts colleges tend to see
themselves as quite different from prof it-oriented industry, and if one were
to demonstrate support for the industrial pianning modeis in this sector, it
would--along with Hosmer's study--show support at boih ends of a broad
spectrum of institutional types.

Therefor 2, the research questions examired by this research were:

1. Are the concepts of industrial strategic planning a.so applicable
to small colliege planning?

2. Does application of these concepts reqguire o formal, highly
organized, continuousiy functioning pianning system?

5




Under what circumsiances are college plenners most apt to pract.-e
comprehensive or synoptic olannirg, and unaer what clrcumstances
are they apt to deviate towards incomplete or non-cynoptic

processes?

What is the nature of these deviations?
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in order to find answers for these questions, It was deci<ec to examine
In detall the planning procedures and processes employed by a .ample of
selected, small, private, liberzl arts co!leges. For this purpose, the
case-description-and-analysis method was chosen. Two types of cases were
used: cases developed by our own field investigation, and cases aveilable
ir the literature,

The choice of the case method irvolves a trade-off between depth and
breadth of analysis, The case method permits a thcrough and rich
description of ‘the planning process actually employed, but time and expense
Fimit it to a relatively small number of sub jects. Hypothesis testing by
statistical tachniques is therefore not feasible due to the small sample
size. A larger sampie could be studied by means of less costly malled
questionnaires, but I: Is felt that the kind of information we are seeking
s not likely to be elicited ef fectively by questionnaires. It is
reasonable to expect that respondents to questionnaires concerning the
procedures actual iy employed in making strategic decisions may tend to bias
their responses towards the synoptic, since that method is the one that is
both heavily prescribed and consistent with classical decicion-maklirg
theory., (Recent articles by Van Maanen, 1979, and Piore, 1979, discuss the
phenomenon of questionnaire and Interview sub jects giving false answers to
questions concerning their adminicstrative behavior.) The case method of
analysis, however, does permit the thcrough study of actual strategic
decision Incidents, and what it lacks in statistical precision is more than
made up in the richness of description that is so lacking in the existing
I'iterature on coilege planning.

Three case descriptions were thus developed. |In addition, nire other
usable cases were found ir the {iterature. Useful cases are difficult to
find in the iiterature for at least two reasons: (a) the published cases
were not written with our research design In mind and may omit information
appropriate fo thar design, and (b) aside from the cases distributed by the
Intercollegliate Case Clearing House, published cases are usually written by
representatives of the subject colleges and general |y describe how those
institutions have successfully installed comprehensive, i.e., synoptic,
planning systems, These latter cases are usual ly employed by those who
write prescriptively about college planning to verify their prescriptions.
We must assume, of course, that the descriptions are accurate, but we cannot
be sure that the case writers have been entirely objective or candid.

Thus, twelve institutions were examined: Clark University, Washington
and Jefferson, Juniata, Waynesburg, Vilia Marla, St. Benedict, Spring Arbor,
Hartwick, Lewis and Clark, Hood, Hope, and Hiram Colleges. (The sources of
the case descriptions are appended to the references |ist at the end of thic
paper.)

While the overal! applicabiility of the structure model was the general
proposition to be tested, this question was not by fiself sufficiently
definitive for research; It was therefore divided into a series of
sub=propositions or questions almed at examining several cf the major
linkages in the model. These questions included:

1. Can a general strategy be described for the institution, a strategy
which embraces such strategic components as curriculum and
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educational program, faculty and staff, facilities, admissions ard
recruiting, and the administrative structures and systems of the
institution?

I's the strategy thus described internally consistent ecross the
strategic components?

Does the institution have a clear and broadly accepted mission or
purpose, and is the strategy thus described consistent with that
mission?

Is the strategy thus described externally consistent with the
characteristics and trends in the environment?

I's the strategy thus described consistent with the potentieal
resources available to the Institution?

Are the specific decislons made anc actions taken by the
institutional managers conslstent with the gencral strategy?

Are there problems, both present and potential, which affect the
operations of the institution, that eppear tc be releted to
Inconsistenclies In the general strategy or in specific decicions?

The questions shown above are essentially those empioyed by Hosmrer ir
his research. In particular, it was a question |ike number 7 sbove which
constituted the core of Hosmer's demonstration of the validity of the
structure model. He states that:

The exIstence of operational probiems withir. an academic

instlitution that could be traced tc Internal or external
inconsistencies In the strategy of that Institution would
estabiish the value of the strategic concept to the academic
adminlstrator in directing or planning or influencing
institutional change. (p. 1-6)

Generally, affirmative answers to the above seven questions woulc
ingicate that the concepts of the structure of industrial planning have heen
successfully applied to college planning, and woulc provide some of the
needed supporting evidence for the prescriptions in the college planning
literature. This is the first of our four research prot lems,

To answer the remaining three research problems, the actual rlanning
procedures, crganizations, and systems must be examined, anc specific
strategy-making incidents or episodes must be describes. A number of
questions were raised in this regard, among them:

1,

7.

Does the institution have a full-time planning officer? What ic
hic function?

Does the institution have a permanent planning organization{c)? Who
# F

participates In this organization? |f there are more Than cne, how
are they coordlnated?
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>. Does the irstitution nave a iong rarge ;'-~% How often i1c it

reviewed and updated? How widely circulat-! fs it?

4. How does the incicent or episode beirg examined relete to the fong
range plan?

5. Who participated Ir this episode? Wnich segments of the
institution were irvelved? Dic¢ they participate joirtly or
separately?

€. Irn this episode, to what extent was the refationsnifp ot this
sfrategic issue tc other aspects of the institution consicerec?

/. What were the alterratives that were consicerec during thic
episode? Were they known prior tc the episode, or were they
uncovered as a part of the ar=alysic undertaken?

€. What envircnmental factors influenced this episoce? Were these
factors perceived as relatively benign or trreatening?

From the answers to these questions i1 can be ceterrired whether the
institution operates a formal planning system or otherwise, and whether tre
synoptic process was employed In the strategy-making episode tiat was
examined. Also, those situations or circumstances that tend to prodtuce
incomplete pianning processes can be identified.

Research Qbservations
Reviewlng the four research questicns examinec ir this study, they are:

1. Are the concepts of industrial strategic planning aiso applicable
to small college planning?

2. Does application of these cuncepts reguire a formal, highly
organized, continuouslv functioning planning s stem?

%>« Under what circumstances are college planners most apt tc practice
comprehensive ~r synoptic plannirg, and under what clrcumstances
¢ve they apt to deviate towards Incomplete or nun-synoptic
processas?

4, What is the rature of these ueviations?

From the data gathered concerning twelve representative |iberal arte
colleges, sufficient information for @ test of the flrst twc research
questions was availavble for elght of the colleges. The cata availabie
concerning the other four Instifutions was insufficient as regards the first
two questlons, but was usetul in testing tte third and fourth questicns,

Among the eight colleges thus ex ~ined, four tatrly distinct patterns
of planning practice were identified., The first pattern, foun¢ Ir four
cases, exemplified the type of formal, highly organized, corn*inucusly
functionling planning system that is so heavlly presci ibed ir the literature
on college planniny. Indeed, the casc descripticns of this pattern were

12]



;l

found among artlcies and publiications that typlfy the prescriptive
literature. Since such formal systems were decigned to fit the m.de! of
planning structures, i1t fol lows that they provide affirmation of the first
of our four research questions. (The second question--whetter fcormal
systems are necessary--Is irrelevant here.) Of course, we must assume that
the case descriptions accurately describe the planning systems of the

sub ject colleges.,

That four of the elght cases examined were founc to describe the
operation of the formal systems prescribed ir the |lterature dces not, we
feel, provide any clues as tc the exrent of ajoption of formal plannirg by
colleges In general. We cannot infer that anything close to half of all
col leges employ such systems. Indeed, |f we are permitted a guess, we woulc
say that such formal systems represent a emal | minor ity of the actual
Flanning practices employed by colleges In general, and that these case
descriptions were publlshed because of their relatlve unicueness,

A second pattern, one which may very well be much more prevalent thar
the first, was clearly seen In one Instltution and suggesteg ir the
description of one other, Thls pattern Is one that outwerdly has the
trappings an appearances of the formal, highly organized systems called for
in the prescriptive |iterature, but where these planning systems are
employed only In certaln aspects of strategy-making and largely ignored ir
others. It Is a patte~n Involving multiple modes as suggested by the
Mintzberg article clited earller. In these cases, tue formal rlarning
structures were omployed for such year--to-year operational planning issues
as budgets and staffling decislons, but were ignored for certain ma jcr
decisions wlth longer range signlflicance, such as facilities decl<ions.

The usage of a formal system for year-to—year operational plannirg, of
course, affirms the appllicabillty of the concepts of Industrial plannirg,
The real Issue here Is whether strategic declsions can be made outsice of
the formal planning system and still be consistent with the conceps of
strategic planning structure, In one of these cases, the college .sciced to
ralse and spend several miillons of dollars on the construciion of a new
athletlcs and recreation faclilty. This declslon was mage by the Board of
Trustees unllaterally and produced considerabie criticlsm and dissension
among the faculty, Including those who served on the nominal long range
planning organizations. The essence of the criticism was that this
expenditure was not conslstent with the pressing needs of the college in
meeting Its mission, The reader should recall here that the prircipal
guestion among those used to test the first research nroposition is number
7, i.e., "are there problems, both present and potential, which affect the
operations of the Institution, that appear to bs related to inconsistencies
I'n the general strategy or In speclflc decislons?" As Hosmer pointed out,
the ~xlstence of such problems "establishes the value of the strategic
concept' in planning Institutlonal change. The dissension or criticiem of
this facillties decision on the grounds of Its Inconsistency with
institutis al mission Is an example of sucn a problem. We feel, therefore,
that this case furvher supports the applicability of the concepts of
strategic planning even where formal! plannirg systems are superseded.

A thlrd pattern, seen cleariy in one of the ir<titutions studlied, was
one where the normal governanc or management system does not incluce a
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formal planning organization, but where ad hoc planning groups are created
from time to time wren a need is felt, This pattern would alco inclide
institutions which may have nomina' planning groups In their organization
structure, but where such groups do not routinely functicn or are dormant
for long periods,

tn the institution «here thic pattern wes cobserved, socn after o new
presicent was installed, It was declded tc cuncuct a major irstitution-wice
planning effort. Accordirgly, a planning organization was created, which
inciuded representation from all of the constituencles of the col lege, i.e.,
trustees, admlinistrators, faculty, students, alumni, parente, and the lccal
communlty, Over the course of two years, the organization--through various
sub-_ommlttees--produced a long range plan for the college, one which fuily
satisfies all of the conslstencles and |inkages called for in the mode! of
the structure of planning. Enthusiasm for the project was high, and the
resulting plan document was broadly accepted ang widely distributed. It
articulated a number of proposals and activities, all of which have been
implemented in the slx years that have passed since the project was
completed and the organlzation dishanded. |t remains the "lony range master
plan" for *he college. Interestingly, however, only one of the college
officlals Interviewed durlrg thic research was .ble to produce a copy of the
"plan"; the others could recall it but had long since dlscarded vielr
coples.

At the time of our Investigation of this collece, there was no great
csentiment for a resumptlor of systematic pianning. Since the long range
plan discussed above was now six years old and was evidently no longer beirg
used for guldance or reference, we sought to determine what the current
general strategy of the college was. This was dlscussed with a group of key
facultv members who seemed to feel that the college hadc n dlscernable
strategy other tr = to contlnue to do what |t has always dore, only better.
Ttey declared that the college had 8 "no-strategy'" strategy.

In his semlral mono - -aph on strateglc planning, Ansoff (1965) examir.d
the question of whethes an exp:i~it strategy was actualiy necessary (pp.
112-118). In so doing, he llsted the advantages of a "no--trategy"
strateqgy. Briefly, the advantages were:

1. The ftirm would save the time, money, and executive talent which are
required for a thorough strateglc analysis....

2. The fielc of notential opportunities will be ir no way
restricted....

3. The firm 1eaps the full advantage of the "delay principle." By
delaylng commltmert untl| an opportunity Is at hand, it is able to
act on tre basis of the best possible information.

Tre dizadvantages were:

1., No rules to quice the search for new opportunities.

2. Lnhanced ricks of maring bac decicions.
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3. No way to evaluate or control the overall resource allocaticn
pattern,

4. The lack of an abillty to anitcipale change.

Considering these disadvantages against the context of smai: college
strateglc plannirg, the "no-strategy" strategy or reactive strateqyv may very
well be appropriate and useful. Unlike a conventicnal business, a college
offers a highly traditional, rarely changlng product. There are few changes
in the technology of delivering higher education. Changes In either the
external or internal envircnment are siow in developing anc are generally
easlly anticipated. College administrators rarely are confronted by major
decislon situations, Indeed, one of the administrators interviewed
commented that in this ten-year tenure, he has really made only two ma jcr
decisions, both of which were personnel cecisions=-hirirg a new Dean ana a
Business Manager,

As regards control of the resource allocation pattern, in small college
operations there are few opportunities for changling or real locating
resources. The typical college budget involves almost entirely fixed costs,
given the unchanging product mix, tenured faculty, debt service, and stabie
enroilments. New or expanded facllities are usually only installed after
lengthy fund raising campaligns, during which the wisdom of the expansion ic
questioned repeatedly. Apparentiy, this very conservative strategy woula
seem Yo enjoy the advantages described by Ansoff without being appreciably
vulnerable to the disadvantages.

This "no-strategy" strategy should also be examined using the questions
employed to answer the first two research problems discusced ~ariier. As a
strategy which Involves |ittle change from ftime-honored patterns and
practices, considerable consistency is observed both across the strategic
components and as regards resources and environmental Influences and
factors. It is a sirategy bullt upon the aggregate of operating unit
strategles (cf. Uyterhoeven, Ackerman, and Rosenblum, 1977, pp. 7-9),
virtually guaranteelng internal consistency. As a predominantiy reactive
strategy, It is almost unavoidably consistent wiih environmental pressures
and resource avallabillities.

As to the existence of or potential for problems which may affect
operations of the institution, these wouid probably have to be in the matter
of the relationship of operating and strategic decisiors and practices to
the mission or goals of the institution. In the college In question, from
time to time dlisagreements arose within the faculty and administration
concerning such programs as business administration and the humanities.

Scme argued that the former does not belong In a "iiberal arts" college;
others decried the erosion of enrollments and course offerings in the
latter. Declisions concerning staffing and resource commifments in these two
aress could lead to problems--or at least to dicssension, The stated micsion
or purposz of the school~-a typical college catalog statement of
micsion-=-was vague and unhelpful In this regard,

Overall, however, the perceived strategy foliowed by this college
seemed to be remarkably consistent with (he basic strategic olannirg
structure model described earlier, While this may be largely due to
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consistencies inherent in an inflexible irstitution followirg a mostly
reactive strutegy, or tc the iack of opportunities for alternative
activities, the appiicability of the industrial planning structure mcce!l ¢
educational institutional plenning is clearly here supported.

The fourth pattern, observed in two of the cases studied, was one where
ro formal planning organization exists and where a single indivicual
cominates the strategic decision-makirg processes. This individual may e
dominant due to *the power ot his position, such as a president, or due to
being actlvely irvoived ir all of the groups, commitfees, or sub-systems
=iilch have strategic significance, such as a dean. In many respects tfis
ratiern is akin to the entrepreneu.'al mode of planning described by
vMintzberg in the article cited earl! -,

Cohen and March (1974), in thei, <*.dy of the co!lege presicent,
describe several models or metaphors of presidential roies and styles in
terms of political systems. In terms of thelr metaphors, it woulc seem that
thic pattern is similar tc a model they term a "plebiscitary autecracy." Of
thit style they say:

The president is a decision maker and organizer of opinion.
Such consultation or assistance as he uses Is simpiy a convenience
to him and imposes no obllgation to hir to foilow the advice. He
acts on the objectives as he sees them and subsequently attempte
to persuade his constituency that his role should be continued,
(p. 39)

College officials other than the president can effectively enjoy
similar dominance by virtue of thelr extensive Invoivement in the various
sub-systems within the college. In many smal! co!leges, a dean or provost
rens the Institution while the president is primarily occupied with
fund-raising, community or government relations, or Inter-col lege
commissions and organizations,

The Issue here Is whether an autocratic or "top-down" crganization can
perform the strategy~making functicor in a manner consistent with the
concepts ¢f the structure of planning. In such a sltuation, it would seem
that the general strategy of the Institution Is whatever the domirant
individual has in mind. In effect, he is the embodiment of the general
strategy. Sucih a general strategy would therefore be internal ly consistent
since the dominant Individual personally supervises every facet of
operations. It Is consistent with percelved environmental factors since
that individual is the institution's principal interpreter of environmental
influences. It Is consistent with speciflc decisions since the individual
usual ly is the one who makes the decisions. It is usually consistent with
avallable an¢ potential resources since these are fairly fixed in small
college operations, and it is this domirant indivicuai who usually leads any
drive for new resources.

It Is in the matter of consistency with the mission cf the instituticn
That problems may arlise under such ar autocratic system. Tre autocrat, of
course, has his own notion of the mission of the Institution and runs it
zccordingly. However, particularly among *the smal! liberal arts colleges,
there is an Implicit and accepted view of mission that i< shared by most of
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those who staff such cclleqges, Although rarely cleariy articulatea, tnere
‘s a general understanding of the role and purpose of such schools. The
autocrat may find that his position ic severely challenged It he were fto try
to move the Institution in a dlrection that runs counter fc this implicit
notion of mis-ton, This sltuation frequentiy arlses In regard tc businesc
adminictration progrars which are popular with students and tiranciclly
lucrative, makirg them attractive 1o admiristrators who are trying to
baiance tight budgets. Liberal arts faculties, on the other hand, arc otten
suspicious of such programs, feel threatened by their populariiy, and
frecuently chal lenge thelr appropriateness as iiberal :rfc progrars.

Thus, whlie the actions and decisions of the autocrat woulg be
censistent with his own view of the misslon of the college, and woulc
therefore affirm the strateglc concept, if the autocrat were to attempt
strateglc changes that were Inconsistent with the understandling of mission
held by others in the instltution, problems would arise. The potential for
such problems also affirms the strategic concept because It arises out of an
inconsistency. The reader shoulc agair recall Hosmer's prirclpal test of
the strategic concept: '"The exlstence of cperaticnal problems..,that coulc
be traced to internal...inccnaslstencies In the s>trategy cf that institution
woulg establish the value of the strateglc concept,..."

Therefore, it seems rather clear, in @ perverse sort cf way, that even
the autccratic pattern is consistent with the concepts of the structure cof
c<trateglc planning.

The two remainirg research questions are:

7. Under what circumstances are coliege plannerc most apt to practice
comprehensive or synoptic planning, and under what circumstances
are they apt to deviate towards incomplete or non=synootic
processes?

4, What Ies the nature of these deviations?

In order tc answer these Questions, cases describing eight of the
sampie colleges were examlned, cases describing twelve dlstinct planning
eplsc s or Incldents. Here, we found that in six episodes, the colleges
employed rather thorough and comprehenslve planning processes, processes
which observed all of the key linkages and Interrelationships of the
planning structure model. We have termed such processes "synoptic," using
Lirdbiom's terminology.

In five other Incidgents, to some dearee, the declsion-making process
ignored key |inkages of the pl!annirg structure model or otherwise falled to
practice synoptic planning., This resulted in a process that was Incomplede
to a greater or les.er extent, |In the twelfth incicent studied, the process
began as synoptic, but due to circumstances which arose during the episode,
the process became Increasingly incomplete or non-synoptic.

Our research tesk is two~folc: {a) to determlne what (ircumstances
tend to produce processes which deviate from the synoptic, and (b) tc
characterlze those deviatlions, Several writers and researchers have
suggested relationships between situational varlabies and alternative




processes. Some identify environmentel enc organizationai climate factorc
as significart determinants cf planning process, Others suggest That the
nature of the alternatives themselves affect the proces:es that are employed
ir chooslng from among them, Combining the suggestion. of all of these
writers, a model can be developed which has process as the gependent
varlable and a function of three Inrdependent variables: environment, the
rature of the alternative, and organizational factcrs.,

At the risk of oversimpilfication, if we eliminate organizational
factors as a varlable since we are examinirg irstituticns which are «l |
quite similar Ir most organizational factors--except, of course, for
organizatioun for planning-~we are left with a dependent variable, process,
and two independent variables, environment and nature of alternatives. The
environment can be vlewed as ranging from benign to tnreatening, as
perceived by the major particlpants., The alternatives can be characterized
as elther (a) unknown and therefore to be identified Ir the planning
process, or (b) known prior tc the planning process.

Examinirg those instances where non-synoptic processes appearcd, the
following observations were made:

A. When the strategic alternatives were readlly apparent, the more tie
envircnment was felt to be hostile or threatening, the more likejy
the synoptlc process was used.

B. When the strateglc alternatives were pot readily apparent, the more
the environment was felt to be hostile or threatening, the less
[ikely the synoptlc process was used,

For example, one coliege embarked on a major fund ralsing campaign at 4
time when no particular envlronmental pressures were belng felt, The
description of the planning and operatlon of the campalgn gives no evidence
that anything other than the college's financlal dimenslon was conslcered..
In fact, most of the funding that was tc be ralsed was to ref Inance debts
Incurred for constructlon and renovation projects already ir place.

Another case described a series of reforms In such areas as budget,
staff, curriculum, and recrultment and admisslons, ail of which were
conducted sequentlally, l.e., the administration gave Its attenticn tu those
areas, one at a tlme, not moving to the next area vstl! one was studied and
reforms instal led. These refurms were developed at a tlme of cevere
environmental pressures and wlthout known options prior to the process.

A third college, feellng severc pressures from Inflation and declinirg
market populatlion, undertook to examine both its educational programs ana
Its recrulting actlvities, but with no cooralnatlion or communication hetween
the two planning groups that were ctarged with these two projects. In fact,
the two groups were speclfically forbicden frum sharing their findlings or
assumptlons until|l their work was completeu and proposals approved.

In another case, a major educational program was agaed to the
currlcusum with Ilttie & no consideration of |ts Impact on enroliments or
statfing. The program was addea at a time when no particular environmentel
pressures were being felt. |t has since become the major program operateg
by the school and unquesticnably of strateglc signltficarce.
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tn perhaps the most Interesting case, a major project was undertaken at
another college, a p-oject which set out to consider possible reforms of
virtually every facet of the college, Including curriculum, student
residential |ife, governance, and recruiting, |1 was begun at a time when
no particular environmental pressures were oeing felt. But curirg the
course of the project, the environment became Increasingly threatening and
the project became one of curriculum reform aione, as the other aspects were
abar “oned. Thus, a planning actlvity which began as a synoptic process
became non-synoptic as one of the sltuational variables changed.

It Is significant that each of the above .on-synoptic prucesses
produced a strategic decision that has apparently been successfuily
Implemented with beneficlal results,

In deveioping hils seminal theories of Incrementallsm, Lirdblom
characterized the process of analyzing and planning strategic change as a
continuum ranging from the synoptic at one pole to the "grossly incomplete"
at the other (1979). Towards the latter pole are a variety of processes
including various forms of Incremental ism, "seat of the pants"
semi-strategles, and |lli-consicdered, often bumbling Ircompleteness.

In our studies of the processes fcllowed by our sample of colleges,
three c¢f the Incompiete or non-synoptic¢ processes observed seemed to be of
the sort that Q.inn (1980) calls "logical incrementalism." Here,
sub-systems of the college perform strategy-makirg activities as regards
their own areas, but are careful to Integrate their analyses and plans with
the needs and activities of others. There were, however, some instances of
what right be termed "dlIsjointed Incrementalism," where planning activities
were conducted In one aspect or sub-system nf the college with Iittle or no
conslderation given To the other aspects. No instances of "grossly
Incomplete" processes were found.

The process contlinuum that Lindblom suggested might therefore be
thought of as having the synoptic at one pole. followed by loglcal
incremental ism, then disjointed incremental ism, with the grossly Incomplete
at the other pocle., More study Is needed to determine the poinrt on the
continuum where the Iimlts of satisfactory planning process Ile.

Concluslons

Based on our study of the planning actiivities of twelve representative
colleges, It woulc appear that the concepts of strategic planning structure
ceveloped for ard employed by profit- and growth-oriented Industry can al<o
be successfully used by small, private, !lberal arts col leges.

Furthermore, and perhaps more importantiy, we found no evidence that
application of these concepts requires a formal, highly organized planning
system. The concepts of pianning structure alsc seem to be successfully
employed In informal, unstructured systems, or In ad hoc planning episodes,
or even in instltutions dominated by a sirgle strong autocratic Indivicual.
The essentlal elements of the strategic planning concept are the
interrelationships in the mode! and the consistencies petween the strategy
develcoped for the Institution and Its Internal and external environments,
its existing and potential resources, the specific decisions made bv its
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managers, and Its mission or purpose. Whiie the purpose of the formal
plannirg systems that are so heavily prescribed is to ensure that these
interreiationships and consistenclies are thoroughly considered, there is no
apparert reason why these interreiationships and consistencies cannot be
thoroughly considered by informal or ag hoc pienning approaches, or for ttat
matter, even by autocratic administrators. This we feel Is important
because formal pianning systems are not oniy expensive to irstali, staff,
and cperate, but they aiso have a tendency to become an end ir themselves
with their procedures and paperwork becoming a bureaucratic chore.

Our Investigations also provided some evidence that coiiege planners
may tend to deviate from processes that are fully consistent with the
concepts of strategic pianning structure under certain conditions of
environmental pressures or whether the strategic aiternatives are known or
unknown prior to the pianning effort. These departures seemed to be forms
of incrementailsm which, in the cases examined, dic¢ not appear tc result in
unsatistactory or Incorrect strategic decisions. Nevertheless, cur findings
in this area should serve to alert those who perform strategic pianning for
col leges that there Is a tendency to depart from the preferred synoptic or
comprehensive approach to planning when (a) aiternatives are reacily
apparent and no particuiar environmental pressures are perceived, or (b)
alternatives are not known in advance and environmentai pressures are
threatening. Whether the use of formal planning systems can prevent
devliations from comprehensive pianning under these conditions Is not ciear
from the evl!dence.

We have been critical of the prescriptive iitverature on coilege and
university pianning bezause It offers its prescriptions generaily without
supporting evidence. Our purpose here has been to provide some of tha?
evidence. Whiie we feei that our findings generaliy support the
appiicability of Industriai pianning concepts to higher ecucation, and
there{ore have strong normative Impiicatlons, we of fer our findings strictiy
descriftively and acknowiedge that muc more evidence is needed before
conclusive proof can be ciaimed.
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Doctoral Programs and the Labor Market,
or How Shoulc We Respond to the "Ph.D. Glut"?
Some Lessons from the California Experience

Abstract

Cost-benet it analysis may be used as a heuristic framewerk for rationalizing
the often confused tninking surrounding academic planning at state and
multicampus levels. To illustrate the utility of this approach and to contrast
it with prevailing approaches to program review and analysis, we have applied it
to the termination or cutback of doctoral cegree granting ' ~ograms at the
University of California. Our results show *hat this framework can be useful for
identifying and analyzing data relevant to academic planning decicions. We also
make some suggestions about how this kinc¢ of analysis can be promoted and ought
tc be used.

Introduction

For many years educators and many government offlicials ccrcerned with higher
educatior policy in California {and elsewhere), faced with a burgeoning demand
for graduate education and its products, seemea to assume that more and bigger
graduate programs were worth whatever they cost. The real constraint on growth
was not demand or even currently available funds, but the ability to build
buildings, hire faculty and organize programs quickly enough. Now, the need for
more and larqger graduate programs, or even all of the existing programs and
students, appears to be much reduced relative to other demands for resources.
There is much more interest in costs, '"unnecessary duplication' of programs, and
cost savings poscibilities,

This set of concerns suggests the applicability of a cost-benefit analysis
approach, Analytical difficulities resulting from the numerous irterdependencies
and jointness problems that characterize graduate education and difficulties in
measurement on some of the dimensions of interest 2 render the rigorous
application of the approach infeasible, at least at present. However, the basic
ideas underlying the cost-beneflit approach turn out to be very useful
heuristically in rationalizing and integrating the usual disjointed thinkirg in
this problem aree.

The Benefit Side

The varlous issues often conceptuallized by educators under the rubric of
"neegs"--labor market demand for program graduates and '"socletai needs" for
graduate programs and thelr products, '"needs" arising from student dgemands fo.
admission, "institutional needs" for greduate programs and students to assist in
accompiishing other institutional missions, concerns about '"unnecessary
dupllication," even guality concerns--can all be conceptuaiized in terms oi the
benefits concept. The need concept conveys the misleading idea of an al! or
nothing choice=-a program is either needed or it is not--while the benefitc

1This paper ic largely based or [37]. The author would like 1o thank |
Thompson for helpful suggestions regarding this paper and the earlier study.

1
i

2Fo- a comprehensive discussion of these problems, see [ 201, atso [2/].

176

133

P e e Ny



concept facllitates the analysis of the utility of Increments (or decrements) of
benefits and their relation to incremental (decremental) costs. We now consicer
how the several dimensions of "need" in regard to graduate education can be
analyzed within the benef it-cost conceptual framework,

Labor Market Demanda

Human capital theory [3], [24] provides a useful conceptuai framework for
assessing an important class of benefits resulting from graduate egucation,
Normatively, the theory tells us that program and enrolIment decisions shoulc
respord to signals from the labor market. When job opportinities and starting
salaries for graduate degree-winners in a particular field increase relative to
those In other flelds, capaci*y should (gceteris paribys) expand for these market
signals Imply that the social return on investment In graduaTte trainirg In the
fleld Is Increasing. From the standpolint of graduate program planning and
decision-making, this means, of course, that Indicators of Job market strength
should be monitored and taken into account In program and enrolliment decisions.
But this seemingly stralghtforward prescription can be quite difficult to
interpret properly, 3

The most obvious and specific market indicators--types of job placements and
starting salaries of program graduates--are useful but inherently limited guides
for program and enrolIment decisions, For proposed new programs there are no
directly relevant placement data (though data from similar programs already In
existence can help give some sense of the market). Where placement data are
avallabie~-and remarkably, they are often not collected systematical ly at
present--they still cannot tell) us about the future for which we are planning.
Labor market conditions can change drastically in the flve or more years required
for most entering graduate students to complete the doctorate.

Labor market projections, the obvious answer to this difficulty, tend to be
crude and difficult to interpret from the standpoint c¢¢ Individual program
decisions, In only a few flelds are methcdological ly acequate projections
avallable at the discipline level, and these are often one-time analytical
studies by academics, not reguiarly updated, widely available reports. 4 In
general, projection aralysts make little attempt to model critical macroeconomic,
political or market response variables; thus even their "best guess" projecticns
often do poorly as predictions, 5 Also, the projections are l|ittie informed by
any systematic study of recent adaptations--In the present case to apparent
“oversupply" of doctorate-holders--or by any serious analysis of where

3See [11a] for an excellent discussion of some of the analytical protlers
Involved.

4See, for exampie, [12] and [13]. The National Science Foundation has
published Ph.D. supply anc¢ demand projections for science and englineering every
four years or so for the last decade [32] [33] [34] [35] and these have become
increasingly sophisticated. But the fleld categories used In these projections
are still quite broad (engireering, physical sciences, |lfe sciences,
mathematics, and social sciences).

5This Is not 10 say vhat the task of modeling these disparate and complex
processes |s easy. Also, It should be noted that efforts to model market
response processes are in progress. See [33] [14].

6The author is presently studying aspects of these gquestions as part of a
national study of the chanying role of postdoctoral education. For a proyress
report see [36] and [36a].
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"enrichment" ends and "underemployment® begins. 6 In many fields, evidence of
cubstantial underemployment of FPh.D.-holcers was less than clear as late as 1979
(177, the latest year for which currently avallable sufvey data have been
pubtished.

We should work to improve the quality and timeliness of murket progecticns
for they are essential for good declsion-making at all levels. These
projections, together with a seasoned assessment of a program's "strategy" anrd
its ability to execute it successfully, are all that we have to forecast
market-related benefits. Fortunately, strategies and allocations can be modif.ed
as time goes on jf up-to-date placement and market forecast data are available.

Student Demand

. Overall graduate applicant demand to University of California programs
continuea to grow in the early seventies. This caused some concern at the state
level, for there might be considerable opposition to efforts to cut back program
and enrol Iment plans on labor market grounds If student cemand remained strong.
Not surprisingly, however, the author's subsequent investigation showed that, in
general, on a program=by-prograr 'asis, applicant demand in the arts and sciences
fields was decllininrg.

Application patterns over tlme seem tc be generally consistent with the
tenets of positive human capital theory. That Is, students tend to turn away
from fields where they percelve that the return on thelr investment in graduate
education is declinirg, and to malntain or increase Interest in fields (such as
medicine and business today) where the return on investment is steble or growing.
Thus applicaticns trends by fleld are one useful barometer of labor market
developments, although there are some Important caveats that must be kept in mind
in using them for this purpose. 7

In most Unlverslty of California departments at least (and most Crher
universities would probably report simllar experience) there wculc appzar to be
no serious conflict between the general policy prescriptions of a policy basea on
apparent market demand trends and one based on student demand. In cases where
appllicant demand remalns consistently high in the face of clear evidence of weak
market demand for graduates, decision-makers must declde just what ii is worth to
try to meet student demand that does not appear to be justified by labor market
demand. |f other, non-market-reiated beneflts of additional enroliments {such as
those discussed below) are negliglible =ng expansion is costly, most government
officlals, probably consistent with the pricrities cf most of the electorate,
woula likely judge the beneflits of expansion not worth the opportunities
foregone. 8 Where the Issue is whether exIsting progiams should be cut back ir

71n particular, there are problems with student information, in some flelcs
especially; lags between market changes and student responses; factors, such as
broad changes In student values arnd tastes, essentially unrelated to the taber
market t- 2t influence patterns of student demand; and, If application trends are
used explicitly in administrative declsion-making, proolems with integrity and
comparabifity of applications data.

8Although it should be remembered that costs to the pub:ic purse couls be
reduced by ralsing net fee levels in such fields. Such a pcl'ny could beth tesy
the serlousnress of student demand and provide some resources ic finarce
expansion.

St seems |lkaly that most such problems would dicappear in time, capecially
with the aid of fleld-specific market projections and the provision of data t¢
students about the costs and risks of gracuste study. We will have more TG cay

on this polnt lat - ,
128 135




size If studenr cer ~ & 'sts but market forecasts are bieak, 9 the probler tence
to be more complir. .5 we shall| see in the following secticne,

seneflts Resultl g 11 .m Impacts on Other Irstitutionai Missicns

Under currznt circumstances In the markets for studerts and program
graduates, it lIs qUiTe clear that nelther student nor market cemaru is adequate
ro justity some graduate programs, at least not at their present or plannecd size
and cost. Yet, universities continue to argue that ‘hstantia! gracuate programs
In a number of low-demand disciplines are "needed." D¢ these arguments have any
substance or are they merely self-serving apologies for avoidirg the pain of
deslrable retrenchment?

Agaln the beneflt-cost framework is helpiul. The academics! argument is
essentially that strong graduate programs, usually at the doctcral level, are
necessary for an institution to serve its other mlssions on behalf of the puulic
effectively. Most fundamentally, the argument Is that without a range of strong

doctoral programs, the institution will be unable to establish the inteilectual
climate and reputation necessary to attract a quality faculty. Without a guo!ity
faculty it will not be able to serve any cf its purposes satisfactor.ly.

For some kirds of Institutional missions, this tine of argument may make
censiceratle cense, up to a point, |f one of an In. ‘:ution's missions is to
insure that a doctoral program of high quality Is av~ilable Irn the state in every
recognized flield of learning and scholarship at public university tuition levels,
then it may be necessary to malntaln supstantial cepartments somewhere irn the
institution in some ‘ielids where de~ d alone woul¢ not justify them, If

wide-ranging basic reséacch is par, . campus's mlssion, doctoral programs ir
tne basic disciplines will almost «.. .ainly be necessary. |f it is regardec as
part cf the institution's mission to be prepared to respona exped!tiousiy tc

societal cemands for research and highly-trained people, i. may be necessary to

sustain capacity in fields where new needs may develop suddeniy that woulc not te
Justified on the basis of current demand levels And, some would araue that the
commitment to provide extensive craduate professional education reguires a large
complement of high~quality programs and facuity--which would usually imply
doctoral programs=-in the underlying discipiines. Indeed, some woulc argue that
Guality and "campus balance" by definition require that dortoraj programs of
substantial size be malntained on each campus ir all the basic disciplines &t
feast.

Certalinly policy-makers must consider the impacts of decisions about
doctoral prc-rams and their size on other institutionai missions. Hawever, therc
may be other ways to achieve some of these goals thaet do not reguire the
maint. ance of substantial resources in doctoral education that would not
otnerwi¢~ be justifled. For example, there ic ample empirical evidence that Li~h
quality In doctural education cz3 be achieved by departments with relatively
small complements of both faculty and doctoral studerts.l1C Tre key to such
success with limited resnurces ls careful plarning of taculty nirirg and acaderic
specizlization.i!

10This was ¢ major findlng of the Amerizan Counci. un Educaticn's wicely
pubiicized studies of quality in nraduate programs [8al and [27.
11See [37, Chapter SixlJ.

136




Ancther case in point is the problem of planning so as to be prepared to
move expeditiously into areas where urgent new _ocietal needs, student cemands or
important intellectual developments may occur. In a multicampuc university, this
Is a sy-.em ob jective; It is not necessary for each campus to be prepared to gear
up guickly in each area of knowledge. Moreover, it is possible to icentify bread
areas ct study where s.ch deveiopments are more likely and more likely tc result
n large tenefits if they are seized upon quickly (and in lzrge sccial costs if
they are not). Generally speaking, it Is In the naturai sciences and engireering
rhere sho *ages of highly-trained people are most likely to develop suddenly and
where such stortages are likely to hive the highast opportunity costs--e.¢., lcst
opportunities in medical or industrial research appiications--or immediately
catastrophic consequences--€.g., in the case of failures to develop alternat.
erergy sources or eartiquake prediction capabilities rapicly enough, Hence the
argument for maintairirg capacity In excess of evident cCemands is stronger (et
least cr the benefits side) in some of these ficics, and academic pianning should
take this into account.

Finally, higher education policy-makers should not regard statementis of
institutional "missions" as written in stone. Institutional goals can and ought
to "¢ reconsicered and appropriztely redefined as conditions change., For
instance, the goal of providirg academic programs on the docirral level in every
fielc of recognized scholarly importance might be rodified In 1ight cf strirgent
tiscal circumstances. The state coulo seek to pruvide the educationai
cpportunities for its citizens implied bv this goal ty negotiating witt private
institutions in the state or with a public Institution in a nearby state to
subsidize the attendance of quallfied students enrclied in a prcgram not
available irn the state's own public university system

Another possibillity for mu!ficampus systems woulc¢ be to redefine, at least
for some years, fthe missions of one or more campuses currently supposed to
emphasize research and doctoral education. In analyzing such & proposal, the
signiticant economic benefits of academic researchl? =hould ot course be
considered and the campus strategy for developing or maintalrirg succecsful
coctcral programs carefully assessed in |ight of the date available, The
presence of graduate professional programs on @ campus may well Justify some
doctoral programs In underlying basic disciplines, but the number of disciplines
requirec for any one protessional program will be limited and lerge-scale
docto~al programs should not be necessary on this ground alore.

Firgliy, in some states It can be argued that reducing the number of
research and doctoral euucation-orlented campuses |imits undergraduates’
opportunities unduly, The argument here is that students generally have many
more chcices of institutions devoted primariiy to undergracuate ecucation than
they “o of irstitutions with a research-oriented intellectual climate. Perhape
ir su.e states such opportunities should not be furtrer limited, Certairly ttis
consideraticn stculao not be alemissed ocut ¢f hand.

Renefits of Competiticn and Diversity
A few additional consigerations that may have genuine rerit in suypurt ct

developing or maintaining doctoral level programs on several campuses should be
noted. First is the matter of the benefits of competition., We tzar much about

17See for exarple, [ 731,
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the evils of duplication of programs in higher ecucation (ang other public
program areas), but little about the benefits that can result from competition
among programs, Recent theoretical work, Including some concerned speciticall,
with higher education, suggests that |f revenue schedules are properly deslgnec,
competition may bring substantial efficiency berefits under some circumstancec

L1s] [26] 28] [29].

One important benefit that some "duplication" of programs in the same
nominral field may brirg iIs diversity of focus «s departments seek tc
differentiate their “product." This gives students and sponscrs morec choice ard
probably improves responsiveness to student and cocietal needs and intellectual
developments, Loess-established programs are prcbably likely tc be rore
irnovative as they look for their place in the sun.

These points merit careful énalysis when decicions are mace about campus
plans in specific fields, but It must also be remembered that no state university
s an islend. The requirements of adequate competition and innovativeness may be
well served in some instances by virtue of the presence of similar programs ir
private irstitutions or In nearby states,

Rerefits and "Quality"

Educators and higher egucation policy-makers have always ta'ke. a great cen
zbout the importance of "quality" in educaticnal frograms. This traditicnal
concern with quality has survived Into the present pericd of heavy emphasic on
programs. |Indeed, some quality threchold ic oftern established that must be
crossed, in theory at least, if a program is to "pass" a program review.

Untortunateiy, the emphasis on quaiity has often been tco narrow and
ctherwise irappropriate for guiding the efficient allecation of resources. Mary
doctoral program quality assessments aone within Irstitutions or by outsinc
professional bodies focus almost entirely on input and process concerns—-j,e,, on
the apparent adequacy of varlous kinds of resources, curriculu~ and organizatico,
student qualifications, etc.--rather than the resul+ts and Impacts of The
enrerprise. To the extent these input and proucess variszbles are relateg rtc
results ard impacts, there may be no problem, but the nature ut the relzticner g
in many cases is tar from ciear.

One notable exception to this line of critic;em is ir the area of recearce.,
Virtualiy all guality assessments of programs at the agoctora!l level--and
especially the r tional ratings that are published from time tc time and wi 1o
have consicerable influence with state officials and the higher ecucaticn
communit, ~-=give close attention to the research capabilities ¢t the department
under scrutiny., This i< cleariy important for any assessment of the rescarct z .
infteliectual contrituticons the faculty, students and grucduates are Pikely 1o
make, ord hence for evaluating ore very Important ¢imension cf thre benor ite ot
tte program,

But graduate programs have cther ob,ectives, and herce ray procuce otfer
kinds of benetits, These are frequently given short shrift when some arbitrary
standard ot "acagemic quality" based primarily on conventicnal input and rescarc
criteria Is applied as a threstold that must be crac<ed by each proarar trat o
10 survive,
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Certainly at the Master's leve! gracuate programs can serve usefil purpeses
and markets (i.e., can have benefits) that are not necessarily reflected in
que ity assessments based on a strlctly research-criented mode!. Even at the
doctoral level it Is worthwhile to look at the actual perfcrmance of "lesser
quai tty" doctoral programs in terms of the quantity and impact ct the appliec
research and professicnal work they do, the career success of their gracuates,
anc their success ir attracting students tefore concluding that they shoulc be
eliminates for lack of "quaiity." It is clear tnat some docicral programs serve
different purposes and different markets than those at Harverd and Berkeley [ 8
[257 [37]. In many cases, it remains to be shown that this sersice i< not worth
what it costs, at the margin. Cleariy, the market=-for graduates, for research
and professicnal services of faculty, and the competition fur students=-should be
an Important test of & program's quality.

The Cost Sice

A1l the considerations and data on the benefit sice of any program or
erre rent .evel declsion must be weighed as a package agairst the costs
associated with the cecision at the margin. This last point seems tc be a
difficult one for meny higher education declcion-makers, inctuding those ot the
» ate level, to undersrand. Perhaps owing to the desicn of univercity cost
accounting systems and the pervasive use of formula-type budreting toole,
dec "sjon-makers sometimes overlcook the fact that incremental (or decremental)
costs (ang benefits) may differ starply from historical average velues, Tte
var.ous irterdependencies and otner cocmplexities on the berefits sice of
ce sions about doctoral education were discussed in the previcus secticn. There
a"e similar complexities with respect to costs, which we consider belcw.
finorirg these complexities will almost always lead to misel location of
rescarces,

Uncer present clrcumstances it is common for state-levei poticy-makers and
budget officials (and sometimes university admministrators} to overestimate the
costs of new gradua*e programs and enroliment increases, and to similariy
exaggerate the savings from program and enroliment retrenchment, 'n the current
environmert, most academics have learned that rew doctoral program proposals muct
te Cesigned to utilize, to & large extent, existing campus resources if they are
"C have any chance for approval &t higher jevels. Thus many proposed new
progrems these days are interdiscipliinary in nature and often seek tc utilize
resources already availabie on the campus or on a nearby campus or resecarch

tacility. In these circumstances, a considerable number of new students may
sometimes be accommodated in existing courses and facilities with litTle or no
increase in faculty,'3 library, and other costs. Simil /y proposals for new

doctoral programs are often "piggybacked" on existing Masier's or, cccasicnally,

13l irkages with research pregrams, particulariy in the natural scienccs, will
often provide access t¢ postdortoral research assocliates who can to some extent
substitute for faculty, especially in supervising graduate student rescarch.

14Indeed, arguments of this kind can be s0 seductive when made by "experte! ir g
tiel to generalists who review proposals that review [ cesses nee¢ tc beoware of
the "foot ir the door" tactic of resource acquisition used by program proponerte,
The proposal is sold initially as pelng virtually costless but turns out to be
quits expensive as the program develops. Independer® but expert consultants in
the review process can help here. The key analytical issues In rejarg to costs
are the valid!ty of the assumptions about the sterting point (fur exannle,
research programs counted on for key support may be supported mostly by
unre:iable "scft" money), and the need to be fully aware of how for the
department or institution regally plans to try tc qo in deveicping the prosrae i,
Its own “standards of quality.” ,
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graduate professional programs,14

Equally important is the fact that increased graduate enrcliments in a
department wlthout graduate students or with relatively few graduate students per
facui iy member can help pay for ihemselves via cost-of-education allowances
sometimes attachec to graduate fellowshics and viz input substituiicn.!® Tre
latter occurs when a department substitutes much cheaper graduate student
assistants for faculty In some teaching and research tasks, thus freelrg exictirg
facul -y for graduate teaching and revenue-generating activities |ike preparing
research grant proposals.!6 Unless a department aiready has a large number of
graduate students, increaseu numbers will normally add to its research
productivity and thus to its reputation and Its attractiveness to students,
research-supporting agencies, and other sponsors. Also, It should be noted that
adding modest numbers of graduate students to a department with an existing
docteral program may not necessitate adding faculty if the students can be
accommodated In existing courses and current faculty can handle the additional
advising load. These subtle cost considerations need to be exnlored carefully
(but often are not), for they can sometimes reuuce the net incremental costs of
enrol Iment expansion far below historical average costs.

On the negative side, some of tiie same considerations tend tc recuce cost
savings possibilities from program and enrolIment cutbacks well below what one
(for example, a state budget official) might ‘expect on the basls of historical
cost data. Graduate enrolliment cutbacks reduce revenue and, where most yraduate
students are employed as part-time research and teaching assistani_,17 will
probably reduce research productivity (thus reducing revenue potential and makirg
It more costly to attract goo¢ faculty) and Increase +he average cost of teachiny
undergraduates, Civen that high proportions of faculty In most departments are
tenured and that some grovisions almost certainly have to be made for malntainirg
an Intellectual "critical mass," enough faculty to cover the various subfields of
each discipline, and to provide for bringing In some "new blood," there may be
very limlited possibiiities for substantial cost savings short cf abandonirg
programs entirely or accepting sharply reduced quality. Even If abandonment
seems justified on grounds of jow current bereflits, substantial cost savings take
several years to materlalize as even most untenured faculty have multi-year
contracts and there are students "In the pipeline” who must be aljovec to
complete thelr programs. The substantial savinys that coulc accrue from the
release of tenured faculty are subject to large political and legal
uncertcinties,

Finally, in some fieids at ieast, it is worth considering the possibility

that, before significant cost cavings have materiallzed, It will be necessary to

15For & full cevelopment of the argument regarding Input substitution, see [1C].

16Extramurai research funds generally provide the university with substantial
unrestricted income bevond the direct ccsts of the project. Rescarch funds can
also pay portions of faculty members' salaries and support graduate students and
provice them with tralning opportun’+'es, thus relleving the university's generaj
budget of these costiy burdens. Research funds may aiso pay tor postdoctoral
assoc iates who can relleve faculty ot some current teaching or at least reduce
the need for more faculty.

17This as found to be true at many of University of Callfornia's developing
campuses, where gracuate students tend to be scarce reifative to facuity demands
for them.
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gear up graduate programs agaln to meet new demands. Analysis shoul< seek to
assess where thls Is a serious possibillty and weigh the net costs of malintalrirg
come excess capaclty for a time agalrnct the costs and difflculties of gearing up
rapicly in a context of urgency where others would also be blcding for faculty
and students.

Policy Analysls and Recommendations Concernirg
Doctoral Educatlon at the Unlversity of California

Tte study on which this paper draws [37] gathered and analyzed extensive
cata on each of the elements Indlicated in the policy analytical framewcrk
presented above. The flindings and conclusions on the key lssues are summarizec
below. The findirgs were a mixed bag~-overall, not what either sice claimed or
expecteq,

Peview of the then-extant Fh.D. supply ana demand projecticns (1. {9 [30]
[32] suggested a generaliy bleak prospect for substantial numbe: of
doctorate-wlnrers for some years to come (at least through 1985) if they all
sought the 1 nes of Jobs tradltionaliy filied by Ph.D.s.18 However, these
analyses dig not take into account in any systematlic way the |ikellhood, effectc,
or deslrability of marker adaptations--in particular, In regard to types of
plecements~-to the relative abundance of Ph,D.s, or the probable effects cn
placements of major shifts In research ard development spending patterns.
Moreover, no distinctions were made regarding prospects for Ph.D.s fror
insti..tions of different status levels. Since these matters are of majcr
importance for sound decision-making about doctoral programs, the projecticn
sutcles were of oniy Iimited usefulness for the purposes of the study.

Exhaustive aralysls of Ph.D. placement trends from hundreds of Unjverslty cf
California departments on slix campuses In the full range of arts and sciences
fielcs and englineering was undertaken.!9 The avaliable data had important
limltations and findings differed substantially across flelds and campuses [see
37]. But in general, in the sclences and engineering there was virtually no
evidence cf unemployment of UC Ph.U.-winners and Iittie unambiguous evidence of
significant underemployment, although new Ph.D.s di¢ seem to be taking longer ic
find jobs. Ctome slgns of market adaptation seemed to be showlng up as more
Ph.D.s moved Into what tad formerly beer unusual types of prcfessionai jobs for

them.20 in the numanities fields the picture for the new Ph.D.s seemed to be

considerably bleaker with fewer signs of apparently successful euaptation, and
more indications of prolonged unemployment and likely underemployment,

1811 should be noted that more recent projection studies [6] [21] [33] come tc
essentially the same conclusions and share ¢ entially the sare limitaticns as
the earlier ones.

19The major source of data was the Natlonal Research Council's anpual Survey ¢
Earned Doctorates, which collects data from virtually ali doctorate-wlnners from
U.S. universities at the time they flle their Ph.,D. dlssertaticns (see [1£]),
Data were also collectea from a rumber of Individual doctorate-producing units in
the University of California,

Z20Data on Ph,D, employment nationwlde Indicate that this trund has accelerated
since the mldale seventies [17] [18]. While the availabie date on ihis are
helpful, the job and employer categories are 100 crude to permii the kird of ceep
study thar needs to be done of the character of the new kinds ot _cbe th,[l,s are
taking and of their performance In them,




Tre analysls revealed unexpectedly small aifferences between Fh.D.s from
gepartments of dlfferent quality levels In the I TkelThood of securirg an
apparently professional position Ypon graduation., The small magnituae of the
differences seemed to be gue to the fact that Fh.D.s from dlfferent types of
institutions entered different markets, The prevalling trerd was nct, as many In
the University ot California had expected, "dleplacement" of FPh.D.s from lesser
institutions by thuse from more distingulished institutions in tfaculty jobs at
lower status campuses, community colleges or secondary schools, Rather, more
science and engineerirg Pn.D.s from ajl status levels were moving intc research
or other kinds of nonteaching professional Jobs. Examination of the placement
records of the departments at the "developing" UC campuses indicated that most
cepartments! Fh,D.s seemed to be holcing thelr own In finding professional-level
Jobs in academic research, government, Industry, the nonprofit sector or
censuliing,

Analysis of avallable, mostly conventional, indices of quality of
coctorate-granting departments at the developing campuses showed that few were of
embarressingly poor quality by these standards, and that such Trends as coulc be
discerned from the avallable Indices were general ly positive, Many departments,
It was discovered, hag apparently seen the futllity of imitating Berkeley and
were trying to implement a more selective development strategy. Examination of
applicarion rrends in several fields on four of the developing campuses through
the 1973-74 (in some cases 19/4-75) academic year showed that in most programs,
applications were level or declinirg, and many programs appeared to be accepting
nearly ail qualified applicants. Ttis fact, together with the thin fiscal cjet
beirg provided by the state,2! made substantial gracuate enrcliment increases in
the foreseeable future seem unlikely,

The very limitea new resources avallable meant that the University could not
fund new programs or enroliment expansions on its cwn wilthout terminating ar
existing program or taking advantage of the kinds of complementarities between
graduate education and other departmental activities mentioned earl ier. Analysis
ot teaching, research and graduate enrollment configurations at the developing
campuses Indicated that net costs of modest increcses in some departments woulc
probably be low and benefits substantial., Where qualified and properiy informegd
appliicants were avaiiable, it was concludec that enroliment growth should not be
opposed by tre state. A similar conclusion was drawn regarding new prcgrams
brought to the California Postsecondary Education Commlssion for review, as long
as these were to be funded trom savings achieved elsewhere withia the University,
wnere net increments to graduate enroliments (and thus to enrcliment-|inked stete
resources) system-wide were anticlpated, a ful I-scale analysis of costs and
berefits along the |ines proposed earlier, and invnlving the University, the
Lepartment cf Firance and the Fostsecondary Eaucation Commission, wou'c be cal leg
for,

Tre approach and broad conclusions of the analysis of tre cost savings
potential, i.,e,, the benef its, of graduate program and enrcl Iment cutbacie wac
outlined earlicer, Basically the conclusions were that cavings in the short rur
were likely to be very sma' ; that savings In the longer run depended ir a rumber
vt tielas on uncertzir {uture needs trat woulg be very costly tc meet once

2lin particutar, by the early 19705 the state had stopped welghting sraduate
Students more heavily than undergracuates In assescirg the University's budaetary
reeas.
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programs had been sharply cut back; and that there were likely To be substantial
costs on a variety of dimensions assoclated with major retrenchments., Thus the
overail conclusion from the analysis of the University of Callfornia situation
was that programs In fields where new demand could well arise In the foreseeable
future2Z shouid not, In general, have resources cut back untii there had been
several years of very weak applicant demand. In fieids such as many of the
humanities disclplines where market demand was cleariy very weak, and |ikely tc
contlnue to be so, and ihe app!icant poc! very thin, some substantial enrol imeti
cutbacks seemed to be calied for (though resource savings woulc generally be
modest except perhaps in the very long run). Even here glven the University's
mlesion in terms of quallty of scholarship, there seemed to be ilttie point in
terminating doctoral programs entirely In most cases zince the presence of even a
few (properly informed, of course) doctora! students in a depa-tment has
substantial benefits and neec not be costiy.

wWhe l< to Do What?

There has been an undeniable increase in recenrt years in government's
demands for more accountability on the part cf the universities [11] [15].
Essentially this means more information about and more control over the plans and
spending of the institutions. Doctoral education Is a central concern of those
who believe the universities spend too much money and spend It In the wrong
piaces.,

On many Issues, and particulariy these days In the planning ana review of
graduate programs, the state and Institutionai perspectives confilct. The starte
government s In the better position to weigh the ciaims of higher education
against other clalms, Inciuding those for tex relief. The irstitutions
undeniably have vested interests to protect and no doubt the same exaggerated
view of the importance of their own activities as other organizations. But their
considerable independence, breadth of perspective, and iarge cstock of expertise

‘ve them a unigue capacity to take the long view of societal needs and
opportunities. This is a roie that no governme ‘=1 or other major Institution in
society plays very effectiveiy. A considerable dange. in the present context is
that state officials will give too little weight to long=-run and harc¢-to-measure
tenefits considerations in thelir haste to save money now.

More intiuence might be gained for the universities' perspectives on these
Issues If they were somewhat more Insuiated from immedliate political pressures.
Moves in this direction, however, are probably infeasibie poi!ticaliy In most
states and may Invite a lack of responsiveness to legitimate public concerns on
the part of the institutions. Indeed, one must have considerabie faith In both
the wisdom of academics and the broad congruence of academic and public values to
urge, within a democratic philosophical framework, further insularion than
obtalns in, say, California, under current constitutional arrangements.

2211 should be rured that, Ir addition to iarge uncertalrties on the demand
sice, annual U.S. Ph.D. output in many sclence and englneering discipiines has
declined substantially since the early 1970s [18]. Thus, large Increases in
demand may not be necessary to produce percelved manpower shortages. In
englneering, for example, doctorate output has declined some thirty percent in
the iast decade [18], which explains in large part why relatively modest cemanc
growth has procuced a serious scarcity of Fh.D.-trained engineers tedz, .
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Short of major structural change, then, one can oniy urge that state~levei
pollcy-makers see the wisdom of leaving mcst decisions abhout programs,

enrcl Iments, internal resource allocation anr management to the institutions
wlthir a political ly-determined overal | budget constralnr and with some
mcnltoring of the Institutions' declsions. An incentive structure that permits
maxImum decentrallzation of allocation and management cecisions is particularty
desirable In a university, both because it is most consistent with the valuable
tragition of academic autonomy, and because it piaces decisions about the
unusually specialized activities in the disciplines In the hands of thuse with
The most relevant knowledge. As fong as state resources are linked to
enrcliments, we can be assured that enroliments and enrofIment prospects will
play a considerable role In prugram development, program termlnation and resource
allocation decisions. Thls In turn assures attention to student interests and
thus, as long as students are well-Informed, to socl« *aj needs, market demands,
and intel lectuai developments, which tend to be intercorrelated and to which
students do respond. |t encourages departments and campuses to think
entrepreneuriaily, to develop and execute strategies designed to fird and explolt
intel lectual market niches, the success of which can be subsequently evaluated.
Such a funding arrangement also applies pressure on the institution to move to
rerminate programs that consistently fail to attract students. As tong as some
rescurces are provided on a more discretionary basis, the institution shoulid, as

is appropriete, have some capacity to subsidize programs It sees as important in
spite of low enrol Imen+.

In such & setup, the state government's role should be to =ee that
prospective graduate students are provided with the best available objective
irformatic about the costs, risks and likely benefits of matriculation in the
graduate programs they are considering. This should substantial ly increase the
degree to which student demand trends ref|ect shifts in socletal needs. The
state should also monitor, publicize and comment on institutions!
performance--where possible, relative to other comparable institutions--ir. such
areas as responsjveness tc student and market demands, efficiency In the use of
resources, and p,ogram quallty., The state's control over tre largest part cf thre
universitlies' dis:retionary income will Insure that the institutions ray
attention to legitimate state concerns.

These steps are prcbably as far as the s*ate can efficiently go in seeking

accountability from its publilc uriversities, whether in gracuate sgucation or ir
other spheres of activity,




L1

A

£33

4]

52

L6]

L8]

[8a]

(9]

L1t

[11al

-

Reterences

Balcerston, Frederick E., and Radner, Koy, Academic Demeng for MNew Phl's,
1970-90: Its Sensitivity to Alternative Pollicies (Berkeley: University of
Californl=, Office of the Vice-President-Planning, 1971).

Barak, Rovert J., and Berdahl, Robert (., State fevel hAcgcemic Prograr
Review in Higher Educatlon (Cenver: Education Commicsion of the States,
1978) .

Becker, Gzry S., Human Capjtal, 2nd edltlon (Mew York: Columtia University
Press, 1975).

Bowen, Howard R,, "Manpower Management &nd Higher Ecoucaticon," Lgucational
Record, Voi. 54, No. 1 (Winter 1973).

Bowen, Howard R,, The Costs of Higher Education (San Francisco:
Jossey-Bass, 1981),

Braddozk, Donald, "The Oversupply of PhD's t- Continue through 1282."
Monthly Labor Reyiew (October 1978}, pp. 45 .0.

Brenemar_  David W., An Economic JTheory of PhD Producticn: Tne Case at
Berkeley. Ford Foundation Program for Research in Unlversity of
California, Office of the Vice~President-Planning, i970).

Brenemar., David W., Graduate School Adjustments fo the "New Depression" ir
Higher Egucation. National Board on Graduate Education Technical Feport 3
(Washington: National Academy of Sclence, 1975).

Cartter, Alan M., An Assessmernt of Quality Ip Grogwate Education
(Wasnington: American Councli on Education, 1966).

Cartter, Allan M., PhD's and the Academic Labor Market. A Report freparec
tfor the Carnegie Commission on Higher Education (New York: McGraw-tiil,
1676) .

Dresch, Stephen P., An Economic Perspective op the Evolurion of Grucuate
Education., National Board on Graduate Fducation Technical Feport |1
(washington: National Academy of Sciences, 1874).

Dressel, Paul A., ed., The Autonomy of Fublic Coijeges. New Directions for
Institutlona! Research Series, No. 26 (San Franciczco: Jessey-Pase, 1980).

Fogel, Walter w,, and Mitchei, Daniel J. B, U"Higher Ebagucaticn Decicion
Makirg ond the Lobor tarket." In Margaret S. Goracn, Fd., Higher fLgucatiern
and the Laber Market. (MNew York: McGraw-Hill, 19/4),

treeman, Kichard B., "Supply and Salary Adjustments ¥ the Changirg ‘cicroe
Manpower Market: Phycics, 1947-73." American Economic Keyigw, Vor. 6%,
No. 1 (March 1980).

hansen, W, Lee, et al., "Forecasting the Market for hes P1i fDocmompet[®

Americen fcoromic Reyjew, Voi. 70, hNo, 1 (Marck 'S80,




[14]

-3
-
\n

[o—

167
N

(18]

raj

[20]

Hernandez, Co. aic¢ J., "A Review of Projections of Demana for Pnl Scienticte
and Engineers," in National Academy of Sciences, National Fesearch Council.
Committee on Continuity in Academic Research Ferformance. Research
Excellence Through thbe Year 2000 (Washington: GPC, 1979),

Lakoff, Sanford A,, "Accountabiiity ang the Research Universities." (n
Bruce L, R, Smith and Joseph J. Karlesky, eds., The State of Academic

SgigngngigiJ»2;_,Egghgfgyggwfgpggﬁ {(New Rochelle, N,Y,.: .hange Magazire
Prass, 1978),

Mef urthy, Joseph L., and Deener, David K., I1he Cos*s and Bepefits_of
Lraduate Education; A Commentary wiih Recommendations (wasnington: The
Council of Gracuat- Schools, 1978),

Nationa! Academy c¢f Sciences. Naiiona! Fesearch Courcii, Science,

Engineering, and Humanities Doctorates Ir_the Unlted States; 1979 Frofile
(Washington: The Academy, 1980),

National Academy of Sciences. Nationai Fesearch Councii, Summary Report:

19XX Doctorate Recipients from Unjted States Unlversities (Washington: The
Academy, annua, publication 1968-81),

Niskanen, William, Bureaucracy and Representative Government (Chicage:
Aladine-Athertonr, 1371),

Powel, John H., Jr., and Lamson, Robert D., Elements Reiateg 1t¢ the
Retermipants_of Costs and Benet]ts of Graduate Education (washirgton: Tre

Council of Graduate Schools, 1972).

Radner, Koy, and kuh, Charlotte, Preserving a Lost Generetign: Policies to
Assure a Steady Flow of Young Scholers until the Year 2000. A Report to
the Carnegie Council on Policy Studies in Higher Education (Berkeley: The
Council, 1978;,

Roose, Kennett D,, and Andersen, Charies J,, A "ating of Craduste Fregrams
(Washingtcn: American Ccuncii on Education, 19,0},

Scaff, Alvin H,, and Staley, Sally C., "A Graduate Program's Impact on the
State's Ecoromy." Educational Record, Vol. 53, No. 4 (Fall 1972).

Schuitz, Theodore W., |nvestment in Human Capital: _The Rcle of Educaticn
ang Research (New York: The Free Press, 1971),

Smivh, Bruce L, K,, and Kariesky, Josepn J., s wtate of Academic Sclences
The Universities In the Nation's Research Effort (New Rocheite, N.Y.:

Change Magazine Press, 1977).

Thompsen, Frec, an’ Ficka, Gary A., "One More Colction fo 4he Freblem of
Hicher Educaticn Firance." Policy Analysic, Vol. 4, rc. 4 (Fall 1978, pnr.
577-58C,

Thompson, Fred, enc Kalschever, Bernard, "Human Ca Ital, the tare of Feturp
¥ 1 4 ’ 1 4 ? )
cn Irvestmert in Educaticn, and Ffflicient Allocation of Fescurcer:

-~

California as a Tase.” In K. L. Cope, ed., lrformation. for Decisions it

123 11{;




Postsecondary Egucation (St. Louis: The Associaticn for institutional
Research, 1975),

Thompson, fFred, ard Zumeta, Willizm, "Control and Controls: A
Reexamination of Control Patterns in Budget Execution." Pglicy Sciences,
Vol. 13 (1681), pp. 25-50.

Thomps~n, Fred, end Zumeta, Will;am, "A Reguletory NMocel of Governmental
Coordirating Activities in the Higher Education Sector." Economics of ,
Education Review, Vol. !, No. 1 (1981}, pp. 27-52.

U. S. Bureau of Labor Statistics, PhD Manpower: _Empl 0t Demand. and
Supply, 1972-85 (Washirgton: GPO, 19735). LYOED

U. S. Naticnal Center for Education Statistics, Projections of Education
Statistics 1o 1986-1987 (Washington: GPO, 1978).

U. S. National Sclence Foundation, Praoiections of Sclience and Engipeerlirg
Doctorate Supply and Utllization: 1980 and 1985 (Washington: GCPO, 1975,.

U. S. National Sclence Foundation, Projections of Sclence and Engingeering-
Doctorate Supply and Utilizarion, 1972 and 1987 (Washington: GFO, 1979).

U. S. National Sclience Foundation, Science and Englipeering Doctoraie Suppiy
and Utilization (Washington: GPO  1969).

U. S. National Science Foundation, Sclence and Engineering Poctorate Supply
ang Utilizatiop (Washington: GPO, 1971).

Zumeta, William, "The Changing Role of Postdoctoral Education ir the United
States: A Prcgress Report," Center for Studies in Higher Education,
University or Callfornia, Berkeley, 198i.

1 Zumeta, Witliam, "Market Developments at the PhD and Pcstdoctoral Levels
and thelr tmptications for Universities." Paper presented at the Speclal
Session on Graduate Education and Economic Reality: Future Directions for
Master's, Doctoral end Postdoctoral Programs, 64th Anrual Meeting of the
Amer ican Councii on Educatior, Washington, D.C., October 16,1981,

Zumeta, William, The State and Dectoral Programs at the Unjversiiy. of
Calitornla:_ _Academic Plannirg for_ an Uncertaln Future (Ann Arbor:
University Microfilms !nrternational, 1978).

Zumeta, Willlam, =nd Pillsbury, Charles A., A Review of Selected Aspecic of
Wniversity. of Lalifornje Graguate Programs. Repert ho. 577-19 {Sacram .nfo:
Catitornia Stote Department of Finance, 1976),




