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Introduction

The case studies in this book were originally compiled for a
research project that I and others conducted at the National

Center for Higher Education Management Systems. The research
project generated a considerable amount of statistical information
about each case, information that would support comparative
analysis of the sort primarily interesting to researchers in the field
of higher-education administration. In the present book, 1 have
'retained only those statistics for each case thLt broadly chart the
course of decline and the progress of recovery. The nairatives have
been heavily revised and reorganized along lines that I hope will
match the interests of working administrators,' who have little
time to dwell on statistical abstractions.'

1. Administrators who wish to peruse the research in detail should see Ellen
Earle Chaffee, with David A. Whetten and Kim S. Cameron, Case Studies in
college Strategy (Boulder, Colo.: National Center for Higher Education
Management Systems, 1983). The research was sponsored by the National
Institute of Education.
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In their present form, the cases emphasize the human aspects of
each institution's confrontation with hard times. I was an unin-
volved inquirer guided and constricted by a research design and
rigorous procedures, but I still never failed to be fascinated by the
stories of human error and failure, of frustration and fear, of
dedication and fortitude that dwelled in my notes but not in the
statistics I was compiling. I was particularly engrossed by the
extent to which quality of leadership seemed to influence the
course of institutional experience, before, during, and after a
major crisis. I think the readers of these case narratives will largely
agree that for small private colleges in trouble, finding an able and
dedicated leader is a matter of life or death. All of the colleges
represented in this book are still with us, though some are frail.
And without exception, they are today well led. For most, that
was not always the case.

The narratives cover about a decade in the life of each institu-
tion, as recalled by 5 to 10 knowledgeable people on each campus
and verified by documents and data. Although the colleges are
quite real, I gave them pseudonyms to disguise their identity. Each
college experienced a net decline in total revenues over at least a
three-year period, and for most, the decline meant big trouble.
Most of the colleges have recovered in good time, but decline has
been prolonged in Jome instances, despite the truly laudable
efforts of administrators, trustees, and faculties.

In the concluding chapter, I offer my own thoughts about the
import of the eight cases taken together. The rest of these intro-
ductory remarks are given over to the reasons why I undertook a
study of decline and recovery in private colleges, and a brief
recapitulation of the environment in which such colleges were
operating during the seventies.

2
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INTRODUCTION

Understanding Strategic Management

The study arose from my s16 eptic&n about strategic planninga
concept borrowed from business that in recent years has become a
live topic in higher education. I wanted to analyze the value of
strategic planning in colleges but found that I couldn't. Too few
institutions had been using strategic planning, and for too short a
time. But strategy refers generally to all major policy decisions,
esPecially those intended to affect the f, titre position of an organi-
zation. Implicitly or explicitly, therefore, and whether they are
using classic strategic-planning methods or not, all organizations
are engaged in strategic management. And so I felt that I could
usefully study strategic management descriptively (What are
organizations actually doing?) as well as inductively (What actions
have important long-term effects? What actions produce desirable
Outcomes?).

I decided to look at colleges where strategic management had
been put to the ultimate testat those that had declined and were
'attempting to recover. Needing to know the outcome of their
efforts, I had to reach back in time. So I chose to examine the
population of colleges that had experienced decline in the years
1973 to 1976. I scrutinized financial data from the Higher Educa-
tion General Information Survey (HEGIS) on the 40 private
colleges that reported rapid revenue decline during that period.
From those colleges, I selected 7 that appeared to have made rapid
financial recovery from 1976 to 1979, and 7 that had continued to
decline. By developing detailed accounts of what had happened at
each college before, during, and after the 1973-76 period, I had a
basis for determining which recovery strategies were most effec-
tive. The major findings of that analysis are summarized in the
concluding chapter.2.

2. I reported the!..e findu,gs at some length in "Successful Strategi, Manage-
ment in Small Private Colleges," journal of Higher Education, March/April
NM, pp. 2.1.:241.

3
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The Way It Was

Having many institutional administrators as friends and having
administrative experience myself, I don't for a moment suppose
that my analysis of these cases will be absorbed uncritically. This
book is intended to stimulate readersmost of whom will need no
prompting--to draw their own conclusions. I offer my own in due
course, with the perhaps too optimistic hope that they will be in
some measure affirmed by those of the reader. To facilitate con-
templative reading, a summary lookback at the context for higher
education in the seventies seems in order here.

The early seventies act as a shift point for higher education
generally. Steady enrollment growth that began in the late fifties
and exploded in the sixties was slowing due to the downturn in
the size of the 18-year.oid population. Draft laws that had
encouraged young men to sti:v in college were no longer in effect..
The Arab embargo of 1973-74 and rapidly increasing inflation
sent college operating costs soaring, 'end the concurrent economic
recession contributed to a rising iriterest among students in voca-
tional college programs. The effect on many private four-year
colleges was commonly labeled a "crunch." Costs were up,
enrollments were steady or dropping, and pressures for new
academic programs were strong.

Between 1973 and 1976, private four-year colleges declined
more than their public counterparts. Analyses by Raymond F.
Zammuto of NCHEMS showed that during those years, 29 per-
cent of all private four-year colleges had a.decline of more than
5 percent in enrollment, and 25 percent had a decline of more
chan 5 percent in revenues, adjusted for inflation. During the
same period, 18.5 percent of the public four-year colleges had an
enrollment decline, and 10 percent had a decline of more than
5 percent in revenues.

Between 1976 and 1979, the number of colleges experiencing
decline in enrollments and revenues decreased in the private
sector and increased in the public sector. Zammuto attributes he

4



INTRODUCTION

shift largely to changes in federal student aidhigher funding
levels in general, upward changes in the limits on Basic Educa-
tional Opportunity Grants, and passage of the Middle Income
Student Assistance Act. The changes absorbed some of the cost
difference between public and private tuition, making private
colleges more affordable, Twenty-six percent of four-year private
colleges had a decline of more than 5 percent in enrollments (com-
pared with 29 percent in the preceding four years), and 20 percent
had a decline of more than 5 percent in total adjusted revenues
(compared with 25 percent in the earlier period).

Generally, then, colleges like those in this study did better after
1976 than before. No doubt, some of the improvement in the cases
is due to factors that favored all such colleges. But some colleges
continued to decline, despite favorable factors. Others made spec-
tacular improvementsincreases so great that favorable factors
alone are unlikely to account for them entirely.

Some of the unexplained variance may be attributable to luck,
some to management. As one trustee remarked, "Colleges like
ours are always 100 students or $100,000 away from disaster."
With the margin for error so slim, a single unforeseeable and
uncontrollable event may cause disaster, despite the mcst
stringent budget control. In the cases that follow, nearly all of the
colleges have such small asset bases that they are heavily at risk
from such vagaries. They manage to live under this cloud because
they have learned the value of excellence, the nature of calculated
risks, and the power of determined leadership. I thought their
tales worth tcll:ng.

5



Case College:

Summary

This large, comprehensi e college is located in a small town in
a populous state, 60 mi es from a metropolis. The campus is

spacious and more than amply built up. Founded in 1878 by a
small, conservative Protestant denomination, Case is affiliated
with a theological seminary established by the same church. But
the college welcomes students of all faiths to its career-oriented
liberal-arts programs. Case has no competition in its commuta-
tion area.

Case's president from 1948 through 1977 was paternalistic, an
autocratic decisionmaker. and a thoroughgoing optimist. In the
sixties, the college grew at a breathless pace. Enrollment rose from
980 FTE students in 1959 to 2,800 in 1970. In the same period, the
faculty grew from 60 to 200. Thirty buildings went up. Dormitory
quarters for 2,000 resident students were provided, because the
administration projected annual increases of 200 students into the
seventies.
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Capital construction was financed by loans rather than fund-
raising. By 1973, physical-plant indebtedness had reached $18
million and debt service cost $1 million a year. Since the college
had an insignificant endowment and gifts accounted for about
5 percent of total revenue, the president apparently banked on
further enrollment growth to provide the revenues needed to
service the capital debt.

But in the five years following 1969.70, enrollment fell to 2,035
PIE. It remained at about that level for the rest of the decade. In
1972, the president dismissed 25 members of the faculty. Thn
faculty promptly opted for collective bargaining, and internal
dissention became a serious organizational problem.

When the president bowed out in 197.7, operating deficits had
created a short-term debt of $1.7 million, in addition to the large
capital debt. The faculty had suffered further heavy cuts, and
salaries had been frozen for years. The president's successor could
not deal with major administrative issues and was an ineffective
fund-raiser; he lasted only two years. Three vice-presidents left
with him.

The next (and current) president brought stability to Case
College. But it still is saddled with capital and short-term debt.
Program changes have attracted part-time students, who pre-
viously had constituted a negligible fraction of enrollment. But
with only 1,400 resident students, Case College has a larger
physical plant than it needs. And the faculty is only half as large as
it was in 1970.

The current president is a minister in the foundit)r u-
nation who had spent many years as an adtninist for at the
affiliated theological seminary. His style is partici ative and
collegial, so much so that the faculty abandoned ollective
bargaining in 1982. He has been a successful fund-raiser vith the
active help of the trustees, who in the sixties had functioned only
to rubber-stamp administrative performance. Income from gifts
and grants has increased and so has earned income from opera-
tion of thi! college's conference facilities. A capital campaign to

8



CASE COLLEGE

raise $7.7 million is on schedule, and the yield from the $2 million
endowment is improving.

Neither enrollment growth nor tuition increases are likely to
solve the problem of a $1 million short-term debt and an annual
$1.4 million debt-service expense. Although Case College is
stable, its ability to deal successfully with another period of decline
in revenue is in question.

A Quick Break with the Past

Case College and the affiliated Protestant theological seminary
were established in 1878 on a spacious, arboreal campus on the
edge of a small town in farming country. For most of its history,
Case had fewer than 1,000 students and half a dozen buildings.
The college offered career-oriented programs with a core of liberal-
arts requirements and mainly attracted recent high-school
graduates who studied full time, either on a residential or
commuter basis. While the state has many private colleges, none is
close enough to Case to compete for commuter students. Case has
never sought to be selective in admissions and has always
admitted a high proportion of applicants.

In the 1960s, Case College almost tripled in size. Enrollment
climbed steadily, reaching 2,800 FTE in 1970. The faculty had 60
members in 1959 and 200 in 1970. More than a score of brick
buildings rose on the campus, among them a theater and a confer-
ence center with a public restaurant and banquet hall. Continued
enrollment growth of 200 students a year was expected, and more
construction was planned. Increases in full-time resident students
accounted for most of the enrollment growth. They came mainly
from eastern states where public colleges and universities were
overcrowded. The .college did not expect such growth, did not
recruit for it, arid did not seek to stimulate it through innovative
programming. But Case did all it could to accommodate the rising
demand for admission.
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Case's president from 1948 through 1977 was a patriarchal
figure, accustomed to making autonomous decisions an:1 bent on
keeping institutional growth abreast of enrollment growth.
Through his efforts, 30 buildings were constructed in all, provid-
ing plant capacity for 3,000 students, including 2,000 in residence.
Neither the trustees nor faculty questioned the president's
authority or judgment in the years of expansion. "His optimism
blinded us all," a veteran of those days recalls. "We could ask for
the sky and get it."

A Quick Return to Reality

But the sky began to fall in 1970-71, when enrollment declined
even as work continued on uncompleted expansionary construc-
tion. The college was to lose one-third of its enrollment in four
years, and the president's last years in office were to be joyless.

New construction had been financed by borrowing, which
reached $16 million in the first year of enrollment decline. Borrow-
ing continued to meet construction commitments; physical-plant
indebtedness peaked at $18.3 million in 1973, requiring annual
payments of $1.4 million. The college endowment of $1 million
yielded negligible income, and gifts did not exceed $500,000
annually in the early seventies. So when tuition revenue, on
which the college depended to cover nearly half of the operating
budget, began to decline, the fixed cost of debt service became an
increasingly severe problem. In 1974.75, for example, the $1.4
million payment of principal and interest on the physical-plant
debt represented 15 percent of total expenditures, and Case in-
curred an operating deficit of $1 million. Operating deficits in
three of the last six years of the expansion-era presidency created
$1.7 million in short-term debt. It is still being paid off.

In 1972, in the face of continuing enrollment losses, the presi-
dent terminated 25 members of the faculty. He akcated the
position reductions across the board and personally decided who

10
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was to go. For the coming year, he offered the faculty contracts
with no stipulated salary, explaining that salary levels would
depend on enrollment.

The faculty responded by voting to be represented in collective
bargaining by the American Association of University Professors.
Bargaining procedures and lines of communication between the
faculty and administration were established, but faculty-
administration relations were slow to mend. increases in faculty
salaries were irregular and nominal for several years, and another
large faculty reduction was made in 1976. It was handled some-
what better than the first but still had divisive effects.

Darkest Before the Dawn

The retirement of the patriarchal president prompted an inten-
sive search for a capable successor. A man who professed to be
skilled in fund-raising wt:'; chosen, but he was ineffective in this
role. He could not deal with the college's other big problems
either, and is remembered by one individual on campus as being
"so had he was good for us, . . . a catalyst that helped to unite us."
He was asked to leave in 1979.

The college turned then to the vice-president of the affiliated
theological seminary, an ordained minister in the conservative
denomination that founded both institutions and a successful
fund-raiser for the seminary. He entered a strong vacuum, because
three vice-presidents had departed wjth his predecessor, and he
received only an interim appointment. But he quickly won perma-
nent status as president. He defined his new job in simple,
concrete terms"to raise money, to keep my door open, and the
lights on." He has done all that and more.

11
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The Meaning of Community

First, the new president set up a planning committee to
determine college priorities and make recommendations for
organizing efforts to achieve those priorities. This is normally the
responsibility of the chief academic officer, but that position
has not been filled in the current administration. The Council
of Deans considers academic issues, with one dean serving as
spokesman and contact person for the council. This arrangement
established a collaborative mode of decisionmaking and has
worked well, but the eventual reestablishment of the position of
chief academic officer has not been ruled out,

The president believes that decisions must be processed through
the organization, even when there is little doubt about the out-
come. He believes it is his responsibility to establish limits within
which the college will operate and to develop trust and consensus.
He has a consistently positive attitude, and his dedication to work
sets a fast pace for other administrators and staff.

The board of trustees had been accustomed to meot only once a
year during the fifties -md sixties. They gradually became more
involved with college affairs after 1972, although for a time they
seemed to regard the faculty as contentious. Under the current
president, they have become strong supporters of the college and
its faculty, committed to ensuring the continuing welfare of both.
Half of the trustees are members of the founding church, which
provides a dual basis for rapport with the president.

Regaining Fiscal Sanity

One valuable legacy of the 1978-79 administration was the chief
financial officer, a certified public accountant with an MBA
degree. He had served for 10 years in a similar position at another
small private college in the state. He is given much credit for
holding the college together during the leadership crisis that

12
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preceded the installation of the current president in 1979. Since
then, he has conducted a continuing study of costs. For a long
time, he looked at every purchase order to determine whether
some less costly means could be found to meet the need. Cost
control has been effective: Case has relatively low expenditures on
the operation and maintenance of the physical plant and in insti-
tutional support, considering the size of the institution and the
fact that it is overbuilt.

The operating budget has been kept in balance since 1978. Total
revenues have risen steadily since 1976 but only enough to keep
up with inflation. Measured in 1973 constant dollars, total
revenue was below $7 million in 1979 ($10.2 million in current
dollars). But gains against inflation have been registered in subse-
quent years. The accumulated short-term debt of $1.7 million on
the books in 1978 has been (tit in half.

Flouse Poor.

The current value of the physical plant, built for 3,000 students,
is $50 million. With only 1,400 resident students, the college has
been seeking alternative uses for some of its buildings. But the
town is small and out of the way, and most of the excess building
space remains underused. Revenue from the conference facilities
is improving, howeverfrom $300,000 in 1978 to $800,000 in
1982. The market value of the endowment has risen beyond $2
million, but endowment income is below $200,000 a year. In sum,
the $1.4 million annual payment on the physical-plant debt con-
tinues to throw a long shadow over the operating budget.

Tuition income began to rise in 1976, as enrollment stabilized at
around 2,000 FTE. By 1979, tuition income had risen 22 percent,
to $6.1 million. It reached $7.2 million in 1980, when enrollment
increased to nearly 2,300 FTE.

The president's fund-raising ability has been a modest factor in
recovery at Case College. Annual giving runs to about $500,000.
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A campaign to raise $7.7 million is two-thirds complete and on
schedule; the funds will be used for scholarships, faculty and plant
endowments, and general expenditures.

The college community feels better able to deal with financial
difficulties, because of the experience of recent years. But not
much room for economizing is left, and some feel that a new bout
of financial trouble would be hard to handle. On the other hand,
Case is less likely to encounter such trouble again because the
college has learned how to market its progfams. It is easier now to
gain acceptance at Case for nontraditional ideas. Faculty and
adtninistrators are more alert to opportunities, and they are work-
ing together better. Here again, the president has shown the way.

Seeking Markets

At the seminary, the president had established successful out-
reach programs to serve students around the state who could not
go into residence at Case to pursue theological studies. In the late
seventies, the college established off -campus centers, often in
rented school facilities, to offer courses in nearby towns and cities.
These courses are tailorecho local needs, in line with requirements
by the state coordinating board for off-campus programs. They
are primarily taught by main-campus faculty. Programs at a
nearby state reformatory offer classes for about 200 inmates. The
state pays the tuition and the program is profitable for the college.
But the permanency of this program depends on the vagaries of
politics.

At the main campus, the college offers a number of professional
and preprofessional programs as well as traditional liberal-arts
majors. New programs must be consonant with college resources
as well as market demand. In the past decade, programs have been
developed in radio and television, business and economics,
applied technology, criminal justice, and baccalaureate nursing.
The MBA program offers courses at seven sites; 80 percent of the
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students' employers pay the tuition, and the program grew to an
enrollment of 500 in four years. A new master's program in educa-
tion is succeeding, as well as an art program offered in cooperation
with the art institute at a nearby city. A program in English as a
second language, like the reformatory program, turned out to be
more in demand than expected. Another innovation of sorts was
the recent reopening of a residential secondary academy that the
college had discontinued many years before.

Fact Finders

Market analysis is now almost continual at Case to provide an
objective basis for program planning and evaluation. A succession
of market studies has been conducted in recent years, each by a
group consisting of faculty and administrators that makes recom-
mendations regarding needed programs, preparation of new
programs, and relevance and via. ility of existing programs.

Faculty involvement in the semiformal strategic-planning
process has improved market res onsiveness at Case and enabled
individual faculty to play variotis roles. This has saved money and
improved the collective espy while helping to avoid further
involuntary personnel cu.ts'..

The nee approach_tolnogramming has changed the look of the
student body. The number of residential students declined in the
1970s, but the loss was more than' compensated for by gains in
part-time commuter and extension students. For young under-
graduates, Case offers a full range of extracurricular activities. To
attract able students, the college has a relatively strong merit
scholarship program. For those needing bank loans to offset
,creases in federal student aid, Case has pledged the interest on
its certificates of deposit as a subsidy. These funds are applied
against the interest that accumulates` on bank loans while the
students are in school.

'
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Alma Mater

For most of its history, Case College has functioned as an
extended family. Many members of the facultirand staff and some
administrators arc alumni of the college, (vith long records of
service in various capacities. It is common for one individual to fill
two or more roles at the same time and to have experience with
several different kinds of responSibilities. This pattern was inter-
rupted in the sixties, when faculty increased more than 200
percent and individual roles were more narrowly defined. The
tendency toward individual insularity gradually dissipated in the
seventies, however. Many of the newer faculty left and those who
remained were again called upon to contribute in various ways to
the recovery effort.

The faculty now may be characterized as strong, resilient, stead-
lastly loyal to Case ("We belong to the college"), and committed
to teamwork with the administration. The faculty has become
keenly aware of the need to identify and provide programs that
appeal to the college's markets. With a relatively low total of
course offerings, they have clustered courses in various packages
to provide more than 75 majors. Many faculty ,cross-teach in
disciplines other than their primary areas of training and
agreeably shift assignments to keep course offerings consonant
with student needs. A number of part-time faculty serve also as
part -rime administrators. In 1975, the number of academic depart-
ments was reduced by clustering several as one unit, and another
clustering in 1979 created a few schools out of many departments.
These changes in academic organization at Case strengthened
personal relations and fostered interdisciplinary program efforts.
The healing and rejuvenating effects of the ministry of the current
president were clearly attested to in 1982, when the faculty voted
almost unanimously to decertify the AAUP and do away with
collective bargaining.

16
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Commentary

Comprehensive administrative talents and unswerving dedica-
tion to his job make the minister-president the central figure in the
story of recovery at Case College. But his has been a qualified
success: fund-raising has improved but still falls short of reason-
able expectations. Annual giving has not improved tyrkedly and
the endowment remains very small. The yearly debt-service pay-
ment of $1.4 million is more than Case can comfortably bear,
being so heavily dependent on tuition for oper4in4 revestiues, the
college is solvent, but times are still tough: Moreoyer, the .3
degree programs spread faculty resources dangerously thin, and
the extent of cross-teaching is a measure of the continuing
pressure of expediency at Case. One may question, too, the
wisdom of filling out part-time faculty appointments with admin-
istrative duties: entrenched amateurism has contributed to the
decline of more than one school, and it may well impede recovery.

The present administration is able to manage the financial
situation year to year only because the faculty has willingly walked
many extra miles to save the college. The resort to collective
bargaining in 1972 was seen by the trustees as unnecessarily com-
bative. But in retrospect, the faculty union can be seen as a crucial
factor in the survival of the college.

The key lesson that emerges, then, may surprise many top
executives in higher education:

Collective-bargaining can make a meaningful contribution
to survival efforts without creating a permanent adversary
relationship between faculty and the administration.
What Case needed most in 1972 was new attitudes and lines
of communication. The faculty had abrog..ted some of its
traditional responsibilities, but the prop` at Case could
not be solved without faCulty-administration collaboration.
For 10 years, according to well-placed observers, the faculty
union was the focus for efforts to build collaboration and
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understanding.- It also helped restore the cohesion that had
characterized the college community before the expansion of
the sixties, and it gave the faculty a voice that could not be
ignored. The abandonment of collective bargaining when it
had served. these purposes says as much for the faculty as it
does for the administration. Someone at Case remarked that
the college does not have to have a great president, but it has
learned that it cannot rise aboVe the president it has. The
same can be said for its facultywhich clearly is Case's largest
long-run asset.

18
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Link College

Summary

Link College was established after World War II in -a blu-collar
town that has not prospered and that is losing populakion.

At first, Link styled itself !`the community college." Its liberaPacts,-;
programs were tailored to community needs, both before and
after it outgrew its mid-town campus and moved to the outskirts
of town.

With no nearby competition, Link grew in the early sixties,
reaching a plateau of 2,700 1.11 late in the decade. But then a
public technical college was established in the vicinity and drew
many of Link's students away. By the late seventies, Link's enroll-
ment had dropped to 1,450 FTE.

Total revenue and enrollment both dropped 23 percent from
1973 to 1978. While close budget control held deficit spending to a
minimum, the veteran business officer several times made alarmist
projections of deficits. One year, the faculty received no salary
increases because of a supposedly bleak financial outlook; in fact,
the college wound up with a surplus.
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Link's financial troubles arose during the administration of a
president .who had been chosen primarily for his experience in
fund-raising. He did not take a decisive role in financial decisions
and did not keep peace among his vice-presidents or enforce even-
handed administration of policies. Most important, he did not
resolve a long-standing issue about possible sale of the college or
merger with a larger institution.

State curbs on competition from the technical college and inno-
vative evening offerings stabilized enrollment and revenue in the
mid-seventies. But with the future of the college unresolved and
staffing policies uncertain, the faculty voted to make the AAUP
its bargaining agent and called for a new president.

The presidency went to a state education official with an excel-
lent reputation as an administrator and financial manager. His
state-level background made him politically effective in making
friends for the college and for the private sector generally.

The college's development foundation legally owns Link's
campus and must approve any merger or sale, When the new
president took over, the foundation called a halt to all talk of new
proprietorship for the college, a decision that did much to relieve
tensions throughout the college community.

The new president assembled an able administrative team,
established excellent communication between the administration
and the faculty, and became heavily involved in community rela-
tions and student recruiting. In cooperation with the develop-
ment foundation, he has been able to reduce Link's dependence
on tuition by increasing grants and gifts. The endowment has
reached $1.5 million, debt service is not a major problem, and
budget deficits are a thing of the past.

The program innovation that helped arrest decline has in-
creased part-time enrollment mainly, and this trend is expected to
continue. More than 70 percent of the enrollment loss has been
regained, and overall enrollment is expected to !le stable for at
least the next few years.

22

./



LINK COLLEGE

Faculty morale is high, academic programs are well adjusted to
community needs, and the college functions as a community
rather than an assortment of insular interest groups. The current
president's greatest contribution to Link College has been to clear
away administrative and psychological impediments to recovery.

A Boot-Strap Satellite

Link College was established in 1946 by a private 'university
some 50 miles away, in response to local requests.

The locality is a primarily blue-collar town that has gradually
slipped into economic depression and that is experiencing out-
migration. Link's degrees are formally granted by the parent
institution. But from the first, the college has been largely autono-
mous and independently accredited. The university provides
management expertise and assistance, sometimes on a fee basis. It
does not support the college financially, however. Link has had its
own development foundation since the mid-fifties and dedicates
itself to meeting the needs of its community. In its earliest years,
Link liked to be called "the community college."

In the early sixties, Link outgrew its downtown facilities and
moved to a new campus on the outskirts of town. A sentiment
arose at the college to emphasize traditional liberal-arts programs
more and to be less influenced by community needs. But this was
not a strong impulse, and it soon died away.

A Public-Sector Threat

For more than two decades, Link had no competition in its area.
Many students had G.I. benefits. The college grew steadily in the
early sixties and enrollment was stable from 1965 to 1969, at
around 2,700 FTE.
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But in 1969, the state established an upper-division technical
college a few miles from the Link campus. Enrollment promptly
dropped at Link, and it continued down as State Tech began
offering programs not envisioned in its mission statement. These
competed with programs at Link and were offered at a much lower
tuition. By 1971, enrollment at Link had fallen to about 2,000 FTE
students, where it stabilized for three years. But enrollment
decreased again in 1974 and continued downward until a low of
1,450 FTE students was reached in 1978.

State Tech had made its deepest inroad on Link enrollment by
1975. In 1976, Link slashed evening-division tuition and regained
some students it had lost to the nearby public institution.

Pragmatic Program Orientation

Link began as mainly a liberal-arts college, but with four career
programs. Since 1946, virtually all prog am change has been in the
direction of expinded career education. For example, Link was
among the first colleges to offer majors in public relations and con-
struction management. Program development is guided by local
employment opportunities, emphasizes the use of local resources,
and remains open to change. Frequent faculty review of the entire
curriculum keeps it relevant with respect tcallocal need. These
reviews also maintain efficiency by determining which specialized
courses can be offered in alternate years and how the total number
of courses can be cut.

When enrollment began dropping off in the seventies, foreign
languages and the nursing program were cut back. But no other
major program adjustments were made.
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Inflation Outstrips Revenue

In constant dollars, total revenues sank steadily for five years,
from $5.9 million in 1973 to $4.6 million in 1978a 23 percent
loss. The loss of FTE enrollment during that period was also about
23 percent. Expenditures never significantly exceeded revenues.
This indication of close fiscal control fails, however, to suggest the
extent of financial stress, both real and psychological, felt at Link
during the seventies.

In 1969, the college depended on tuition for 85 percent of total
revenues and had accumulated a $300,000 debt. Then enrollment
started down. By 1971, the administration declared a state of
financial exigency, projecting a $450,000 deficit for the year. This
projection was reduced to $250,000 a week later, and in fact the
year ended with no deficit incurred. In 1972, a deficit projection of
$220,000 was again far off the actual mark of $34,000. In 1973, the
shortfall was projected at $108,000 and proved to be $12,000.
Significant deficits were avoided mainly by belt-tightening across
line items in the budget. But the persistent overprojection of
deficit created skepticism and anger in the college community.
Conceding that the college had indeed fallen on hard time, the
faculty felt deceived as to the magnitude of the problem.

Preoccupied Leadership

Faculty dissatisfaction with financial administration at Link was
symptomatic of an underlying leadership problem. Link's first
president, an educator of traditional bent, won great respect and
firmly established the college as a viable, needed institution. The
next president, who served for two decades, conducted the capital
campaign that gave Link a real campus, well removed from the
converted buildings downtown that had served as a makeshift
campus. In 1970, a man with a background as a development
officer was named president. Consideration of merger or sale of
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Link was already under way when he took office, and this issue
was not resolved during the six years of his administration. Hie
stood apart from financial decisionmaking. Policies became frag-
mented because of troublesothe administrative differences among
the vice presidents. This president is mainly remembered as an
inept administrator.

Financial affairs were principally in the hands of the business
officer, who had served the college since its kninding. His cry-wolf
projections of deficits stemmed from a highly conservative fiscal
posture. One year, the faculty was persuaded to do without salary
increases because the financial outlook appeared so bleak. But the
college realized a surplus that yearan achievement not alto-
gether appreciated among the faculty.

Oversight from Afar

Since Link is formally a college of the parent university, it does
not have an independent board of trustees. Inevitably, the trustees
are far less closely involved with the affairs of the college than is
generally true of small institutions.

Link is anomalous also in that its campus is owned not by the
university, but by the college's independent development founda-
tion, which has its own president. The foundation was established
in the 1950s so that donors could be sure their contributions
would go to Link rather than the parent university. Through
periodic capital campaigns, the foundation has raised $3 million,
mostly in small donations from local citizens and businesses. Since
1874, the foundation has conducted an annual fund drive.

An Unflagging Faculty

From the beginning, Link faculty has known tension between
liberal-arts and career-program factions in the faculty. The tension
has persisted, according to one view, because the college has not
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made a sufficient effort to maintain a core of libera: rt studies
in all of the career programs. Nonetheless, the faculty seems
generally to have a flexible outlook. It is actively involved in
and dedicated to the welfare of the college and fully willing to
seek out and try new programs that will respond to emerging
community needs. In the early seventies, some faculty strongly
favored a merger or sale while others were vigorously opposed. But
throughout this trying time, the faculty as a whole worked hard to
maintain a strong curriculum and help recruit students,

In the midst of talk about sale or merger, Link increased the size
of its faculty by 25 percent. The premise was that enrollments
would increase and finances would stabilize under new gover-
nance. When the change did not materialize, the faculty was
reduced, most heavily in 1976. But the reduction was achieved
through attrition, retraining, and incentives for early retirement,
without disrupting the college community or creating undue
hardship for individuals.

The decline in both enrollments and total revenues was near to
bottoming out in 1975-76 at Link College. But the faculty was no
longer willing to grin and hear the administration's seesaw staffing
tactics. Moreover, the possibility that Link would merge or be sold
was still in the air. The faculty voted to make the AAUP its
collective-bargaining agent and called for a new president.

New Direction

An interim president was named for 1976-77. He was well liked
and accomplished a good deal of healing. His successor was
recruited from the executive ranks of statewide education
admii zistration.

The president since 1977 is regarded as a top-notch adminis-
trator, particularly with respect to finances. He has important
statewide connections and much of his work at Link has been
aimed at making friends for the college. His knowledge of state
agencies and the legislature and his connections with influential
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individualS...haVe ielpei the cause of private higher education
generally in the state as well as Link College. The state offers
financial aid to resident students who attend private colleges
within its borders, thus helping to reduce the tuition differential
between the private and public sectors. The president of Link has
done much to maintain this funding and to limit programs at state
institutions to their intended missions. The president is visibly
involved in the college's community relations and in student
recruiting. He has installed an administrative team described as "a
set of agile administrators who see the possibilities [for Link] and
make them happen." Faculty-administration communication is
excellent, and the adversary feelings that led to collective bargain-
ing are no longer strong. Faculty are making known their desire
for greater participation in key institutional decisions, but they do
not voice it as a union demand.

A New Lease on Independence

The institutional instability that plagued Link throughout the
vears of enrollment and revenue decline was finally resolved by a
legal quirk. The college's development foundation holds title to
the lard on which the campus was built, and it will own the
buildings when they are paid for. Therefore, the foundation board
must approve any merger or sale, and it stands independent from
the pan..nt university and its trustees. When the full implications
of the bundaticn's role as nonprofit landlord became clear, the
foundat ion board called upon the chancellor of the university and
the pre ;ident of the college to discontinue efforts to sell the
campus or merge the college. That ended the matter.

Havir g lost a quarter of its FTE enrollment between 1973 and
1976, Link was to lose another 5 percent in the next two years
before registering a 5 percent gain in 1978-79. The decline in total
revenue was arrested in 1977-78 but could not make headway
against ilflation in 1978-79, although revenue increased 6 percent
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in current dollars that year. In 1979-80, the current-dollar gain was
more than 12 percent, and enrollment was growing faster than
expected. By 1982, Link College had regained 70 percent of the
enrollment lost between 1974 and 1978 and was projecting stable
enrollment for the next five years.

In the Black

No talk of budget deficits has been heard at Link for several
years. In fact, the college has been able to reduce its dependence
upon tuition because grants and gifts have increased. State aid, to
the institution and to students, totals as much as 20 percent of the
annual operating budget. Grants and contracts accounted for
only .2 percent of total revenue in 1971-72 but had risen to 5.1 per-
cent by 1979-80. The development foundation owns the college
endowment, to which it adds all gift income not required to
balance the operating budget. The ability of the college adminis-
tration to keep the "plug" figure required of the foundation low is
a measure of its ability to help the foundation enhance the endow-
ment. In recent years, gift income has represented less than 3
percent of the operating budget.

Debt service for the campus, which is still relatively new, totals
$216,000 a year. Recent major capital expenditures were dedicated
to improving energy efficiency. The only real need is for residence-
hall space, and a drive for capital funds is under way. The develop-
ment foundation owns some off -campus land and facilities that
produce no income but that cannot he sold for several years under
the terms of the gift agreements. These facilities are only a small
drain on current funds, and their value is appreciating. And in
1982, the endowment reached $1.5 million. So Link has been
accumulating assets for the future even as it recovered from
substantial losses of students and revenue.
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Still Attuned to the Community

While no major overhaul of programs at Link College has
been undertaken, offerings for part-time students have been
strengthened. Medical and technical industries are important fac-
tors in the economy of the area. They require trained employees
and are willing to support the college's efforts to provide the
training. Five area hospitals contribute space, equipment, and
staff resources as Link rebuilds the nursing program that had been
cut back sharply in the late seventies as an economy measure.
Computer science, introduced cautiously, is an increasingly
important program. An attractive feature for students is the
availability of internships and opportunities for employment at a
nearby air force base. A new actuarial-science program was
established on the recommendation of local insurance companies.
And a program in fine arts is helping to improve the image of the
college as a liberal-arts institution; it is offered in conjunction with
a small but respected art museum in the community.

Heterogeneous Student Body

art-time students, mostly young working adults, have always
accounted for a significant proportion of enrollment at Link. This
proportion has fluctuated relatively more than enrollment of full-
time students, particularly in the years when State Tech was a
strong competitor. The college projects stable overall enrollments
but with fewer day students and more evening students. Seventy
percent of the part-time students are in career programs, which
are not q \lite that popular with full-time day students.

Despitettlexemphasis at Link on career programs tailored to
local needs, or {y half of its students are local residents or com-
muters. Statemcle recruitment has been more successful than
expected, and thie admissions office now actively seeks students
throughout the state.
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The average SAT score for students admitted to Link over the
past 10 years has fallen only 25 points, to 956 in 1982. The faculty
does not express concern about any erosion of admission stan-
dards. Since the mid-seventies., the proportion of day students
who graduate in four years has held steady at --'"i'bout 50 percent.

No Planning Plan

Link established an office for institutional research in 1969 but
only recently began to automate its records. Faculty. aid adminis-.
trators seem constantly on the alert for early - warning signals of
needed changes in the curriculum."But no formal planning system
has been installed. Planning seemslo be taken as a continuing
responsibility shared by all. Infortilation for program planning
derives from fund-raising efforts in the community and discus-
sions with local employers and potential students.

Because Link is a young college, alumni have not been a key
constituency. But the current administration is alive. to their
potential importance. Link is building a Division I basketball team
partly to help recruit young full-time students and partly to give
the alumni "something to come back to the campus for."

Commentary

Most of the factors contributing to decline at Link College in
the seventies could not have been controlled by administrators.
Vacillation and a lack of cohesion in executive ranks during the
1970-76 administration did not help the situation. At the same
time, close budget control was exercised (however impolitically)
and the college never was threatened with financial collapse. Effi-
ciency is a tradition at Link: the college installed its own telephone
system early on and invested in improving the efficiency of energy
use on the campus.
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The new president is providing comprehensive executive leader-
ship. He cultivates constituencies, wins political friends, helps
recruit students, and stands tall in the community. Under his
administration, the affiliation with the parent university has
become secure and the financial condition of the college has been
wade sound; Faculty morale is high, and Link is in a better posi-
tion than ever before to appeal to donors and attract students. It is
tempting to speculate'about what would have happened at Link if
this president had taken office in 1970.

A lesson that arises from the experience; at Link relates to
cooperative effort.

institutional loyalty and commitment dues not necessarily
depend upon strong organizational rapport. Throughout
the seventies, faculty and staff showed a high dedication to
the welfare of the college and invested considerable effort to
improve it. This was despite a directionless administration
headed by a president who apparently ignored financial
affairs. The business officer, entrenched for more than three
decades, appeared to know or care little about academic
operations. Communication between faculty and top admin-
istrators was notably poor. Nonetheless, a certain harmony
and complementarity prevailed in the years of decline, even
as faculty attitudes hardened into a desire for collective
bargaining. Some faculty dispute has always been generated
by Link's slow but steady drift away from traditional liberal-
arts education and toward career programs. But this dissen-
sion has never gotten out of hand. In short, when the welfare
of the institution requires it, the college, appears to be able to
function as a community railer than as a disparate collection
of insular individuals. Most members of the institutional
community seem to have a root understanding of what Link
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College is All about. More important, they have the wisdom
to subordinate personal or factional interests to the large pur-
poses.of the college. And these virtues were most in evidence
when poor leadership made them most needed.
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FIGURE 3

Total Revenuei and Physical Plant Indebtedness (72.73 to 80.81)
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Rally College

Summary

Rally College came into being in the 1960s, largely through
local initiatives, which included the gift of a sizable campus

and $2 million to get construction under way. Chartered by a
major Protestant denomination as a liberal-arts college emphasiz-
ing teacher education, Rally reached an enrollment of 650 FIE
within five years and projected a doubling of enrollment by the
end of the seventies.

Rally's first president presided in indulgent paternal fashion
over an administration that in places was understaffed and that
generally was inexperienced and lacked corporate training. Plan-
ning was haphazard, business affairs were ineptly handled, and
the college incurred operating deficits in most years before 1975.

The trustees, largely members of the founding denomination,
stood apart from college affairs, including finances. The president
covered the accumulating deficit by repeatedly borrowing from
local banks.

37

47



Ellen Earle Chaffee

The projected growth in the seventies did not materialize. FTE
enrollment dropped to 570 in 1972-73 and to 480 in 1973-74. The
resultant decline in revenue led quickly to financial crisis. In late
1974, the president was forced to tell the trustees that the college
had exhausted its short-term credit and could not meet the
payroll.

The new chairman of the board of trustees, an influential local
lawyer and political figure, immediately took charge of the situa-
tion. He told the college community and the public the dismal
facts of Rally's financial situation; then he headed up a compre-
hensive effort by students, faculty, and trustees to raise money to
save the college. He got pledges in the community for $1 million
and persuaded the chum' to give $500,000. To restore the institu-
tion's credibility with potential contributors and creditors, he and
his fellow trustees took strong action to put the college on a
businesslike footing.

The president resigned, and the business officer was replaced
with competent accountants. The chairman of the trustees
devoted himself full time to college affairs for nearly a year while a
new president was being recruited.

The new chief executive, who as president of a community
college had earned a reputation for good financial management as
well as effective fund-raising, proved also to be a highly effective
academic administrator. He instituted extension courses in nearby
towns and night courses for adults on the home campus. The
liberal-arts programs were supplementa, with career-preparation
programs, and programs that could not pay for themselves were
phased out. The former emphasis on liberal-arts degree programs
has greatly diminished and various management programs have
been built up.

In 1975-76, the new president's first year, enrollment at Rally
dropped to 396 FTE and revenue dropped accordingly. But cost-
cutting resulted in a balanced budget. The next year, enrollment
began a steady increase, reaching 650 FTE in 1979 and nearly 750
in 1981. Operating deficits are a thing of the past, partly because
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gift revenue has more than doubled and partly because tuition
income has significantly increased.

To stabilize and rebuild enrollment, Rally relaxed admission
standards, accommodated part-time students, increased the
representation of minority groups in the student body, and largely
forsook its image as a resident, undergraduate liberal-arts college.
But it has not abandoned its role and status as a Christian institu-
tion and in recent years has been steadily improving admission
standards. Students are served with better counseling, career
placement, life planning, and campus activities.

The administration at Rally is now strongly staffed and com-
petent. Some faculty still regret the deemphasis of liberal-arts
programs, but they understand that survival of the college re-
quired the change. In the early seventies, more than half of the
faculty was tenured. The financial crisis forced faculty reductions
and a salary freeze for three years. But since then, salary increases
have been regularized. Only 34 percent of the faculty has tenure,
and 44 percent work part time.

Final payment has been made on the short-term debt that was
incurred in the early seventies and refinanced after the crisis of
1974-75. This improves the outlook for annual surpluses, which
since 1977 have been no lower than $30,000 and as high as
$300,000.

Long-term capital debt totals $2.3 million. Some of Rally's
buildings need renovation, and gifts are being sought to refurbish
them.

Rally College is now soundly managed and educationally pro-
ductive for a larger set of constituents than it originally served. But
it has not been able as yet to build an endowment. In the years of
crisis, the college received generous support from the community
and the church, but it had to apply all of these funds to operating
costs. The college remains dependent on annual giving for some
20 percent of operating revenues. As a start toward reducing this
dependence on annual giving, surplus operating funds are being
transferred to the fledgling endowment fund. If Rally does not fear
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for its financial future, 'it nonetheless has an abiding sense of the
importance of living within its means.

A Civic Conception

Rally College owes its existence more to civic initiative than to
the charter it received from a major Protestant denomination in
1956. Rally's campus is in a suburb of a city of 100,000, 50 miles
from a metropolis. One church had recently turned down pro-
posals from the city to found the college, and the denomination
approached next already had plans to establish a school elsewhere
in the region. A civic group got pledges for 200 acres for a campus
on the edge of town, $2 million to help establish the college, and
$50,000 a year for as long as the college operated. On this basis,
the church granted the college a charter and became a financial
sponsor of the fledgling institution. Over the next three years, the
campus was built. Rally admitted its first students in 1961,and 33
students received diplomas at the first commencement, in 1964.

A Conventional Beginnin

Rally College is in a moderately populous state that hosts 39
private institutions, many of them church-affiliated. Rally's
denomination sponsors another four-year college and also a
junior college within a hundred-mile radius of the Rally campus.
But Rally's most important competitor for students is a state
university about 50 miles away.

The original statement of mission defined Rally as a liberal-arts
institution with an emphasis on teacher education. Enrollment
grew rapidly, reaching 650 students in 1965 and holding steady for
the next five years. Rally did not seek to he particularly selective.
In keeping with curriculum trends in the sixties, two degree
programs emphasized independent study and all encouraged
interdisciplinary study.
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Sources of Trouble

In the college's self-study, prepared for an accreditation evalua-
tion in 1966, enrollment was projected at 700 resident students
by 1973, 900 by 1977, and 1,200 by 1980. Twelve- hundred was
felt then to be the optimum size, both for the campus and the
academic program. At that time, the college also planned to
establish an evening program. But planning was not formalized at
Rally and long-range planning was particularly neglected.

The first president of .Rally, who served until 1975, was a
minister, a fatherly figuire who ran a "one-man show," as one
observer put it. The admissions and student-affairs offices were
inadequately staffed in the early years, and development activities
were in the hands of people lacking experience or training. Busi-
ness affairs were handled in a distinctly unbusinesslike manner.

Rally's budgets were drawn up by the central administration
almost secretively, and seldom wisely. The college showed
operating deficits in 9 of the 14 years before 1975. The deficits were
covered by borrowing. The accumulating debt worked to worsen
the financial situation of the college when enrollments and
revenues started downward in 1973. That debt will not be paid off
until 1984.

Rally's trustees are elected by the church conference, and the
charter requires that three-fourths of them be members of the
church. In the first 15 years of the college's history, the trustees had
little involvement with college affairs and raised almost no ques-
tions about the financial health of the institution.

End of the Beginning

"The Crunch," as it came to be called at Rally, began when FIE
enrollment dropped to 570 in 1972-73 and to 480 in 1973-74.
Despite increases in tuition, revenue declined by 10.4 percent, and
total revenue (including borrowing) dropped 4.7 percent. But the
president kept the precipitous financial condition of Rally from
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the trustees until one day in October 1974, when he telephoned
their new chairman. The president said that he was about to take
out a personal loan to meet the college payroll the next day. The
chairman of the trustees, a local attorney and political figure with
statewide influence, soon confirmed that Rally was in trouble.

The college had exhausted its short-term credit at every local
bank. Fuel costs had more than doubled. The campus food service
was $100,000 in the red. All of this had been concealed from the
trustees because the annual 'financial statements did not reveal
the shuffling of funds that had been going on for some time. The
president had not trimmed the operating budgets from year to
year to accommodate declining tuition income: this man of God
apparently also believed in Santa Claus.

New Hand at the Helm

The chairman had a strong personal dedication to private
higher education and the successful politician's competitive drive.
For the next 10 months, the affairs of the college occupied him full
time. A worse year was yet to come. But because of his efforts, the
college and the community would be prepared to deal realistically
with the continuing drop in enrollment and revenue.

He called a collegewide meeting in March 1975, inducting the
press, to hear him describe the financial condition of the college
unflinchingly. The initial reaction was, as he expected, that the
college had been betrayed. It was suggested that the trustees get
the state to take over the school or that the college be closed and
the campus sold for some other use. But as the chairman also had
expected, no public agency and no other college wished to take
over Rally or acquire its facilities. With these possibilities out of
the way, he turned to the community and the church for the
support needed to save the college.

Rally needed $350,000 immediately to operate for the rest of the
academic year. Students and faculty sponsored all kinds of fund-
raisers. The chairman and the student-body president appeared
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often on local ar,d statewide television, and once even on national
TV, appealing for funds. Other trustees pressed previous donors
for bail-out gifts and rallied civic support.

Shortly thereafter, the president resigned and the business
officer was replzed by staff of a respected accounting firm. They
found unpaid bills stuffed in drawers, including a telephone bill six
months in arrears. Alienated local vendors held accounts long
past due, and the college was delinquent on a federal construction,
loan.

Renewing Faith

The trustees knew that the key to long-term survival was rededi-
cation of community and church support. But the community
and the church tended to see each other as having primary
responsibility. At a wellattended public meeting, the chairman
called for community pledges of $1 million over the next three
years. He said he believed that the church would match that with
$500,C00 and asked for a show of hands to determine whether the
audience wanted the college to stay in business. He got the
response he wanted, and the pledges.

Then the chairman got the church to call a special conference,
with about 1,000 delegates. He invited the other two church-
supported colleges in the region to join in Rally's request for
additional church funds, to forestall the question of favoritism.
The chairman managed all of this because he was at the time an
official delegate to the church conference and had helped the
Bishop on past occasions. During the long morning of debate, the
chairman of the Rally trustees walked the aisles, "staring people to
their feet" to speak in support of the colleges. The funding request
was approved by a mare -)f 20 votes.

The next step was to find a chief executive who would run the
college "like a business," in the chairman's phase. Faculty were
upset because academic credentials would be a lesser concern. But
the chairman was adamant: only when the college was financially
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healthy again would he relinquish the chairmanship of the bonrcl
of trustees and make way for the kind of president the faculty
preferred. With church and community support pledged, the
trustees could assure the, new president that Rally would have at
least three years free.from undue financial strain.

Finding a New Niche

In 1975-76, full-time enrollment at Rally College dropped to 396
students-17.3 percent lower than in the year of crisis. Thereafter,
enrollment began a steady climb, reaching the 650 FIE level of
the late sixties in 1979 and rising to 744 FTE in 1981. Enrollment
grew because under new leadership the college made major
changes in its programs and recruitment strategies. Admissions
standards were relaxed. The traditional liberal-arts emphasis was
muted in favor of careeroriented programs attractive to part-time
students. These programs also proved popular with local high-
school graduates, keeping full-time resident enrollment strong.
Rally College is no longer the liberal-arts institution defined by its
mission statement: only one student in five pursues a liberal-arts
major. But in its new role, Rally has become iable, and it has not
abandoned the liberal arts.

More Than a Manager

As an administrator, Rally's second president is everything his
predecessor was not. Trained in adult education, he came to the
college from the presidency of a community college, where he had
been especially effective in getting federal grants. (In 1974, Rally
had no income from grants or contracts; in 1980, grants and con-
tracts contributed $233,000 to total revenue.) He has long been
active in the sponsoring church and is an able fund-raiser. (In
1Q73, gifts totaled $76,000; in 1980, they totaled $736,000.) A
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skilled manager, he has proved adept at trimming fat from the
budget to keep costs down and improve productivity. Total reve-
nue dropped lb percent the year he took office. But: he balanced
the budget nonetheless, and his administration has never posted a
deficit. Still, all of these accomplishments together would not
have saved Rally College if enrollment had not been rebuilt. So in
the long run, the new array of academic.programs is likely to be
regarded as the most significant accomplishment of the second
president's administration, which has continued into the eighties:

Deemphasis of liberal-arts programs began in 1975, when the
major in German was dropped for lack of enrollment. In the:
Department of Business arid Economics, the orientation of the
curriculum was changed from theoretical to managerial; programs
in criminal justice and hotel and food-service management were
added. Master's degrees are now offered in business and educa-
tion. A program in aviation management is under consideration.
A nursing program was dropped after a short time because it
proved too expensive to develop and maintain.

Low-Cost Markets

In 1973, Rally offered 15 courses a.: extension sites in three other
nearby towns and at an air force base. The extension program is
profitable, ai,d course offerings have more than quadrupled. At
the extension sites and on its home campus, Rally offers night
courses to targeted populations on request. Since the teaching is
done at facilities owned by other agencies, the college's extension
operation has virtually no overhead costs. Extension courses may
be taught on an overload Lasis by regu!a: faculty for extra pay or
by part- tinge faculty. Quality control for extension courses is not
seen as 1 problem.

The college has long had various cooperative arrangements
with technical institutes in the area to combine technical training
with ak ademiL courses for a baccalaureate degree. One such
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arrangement was reorganized by the second presdent'becauselt
turned out that the college was in effect competing with itself and
losing potential revenue.

Open-Door Admissions

an.

Rally still admits 97 percent of its applicants but gradually is im-
proving, its selectivity. After The Crunch, average SAT scores of
admitted students declined 100 points in a five-year stretch. One
in three members of the class that matriculated in 1977 graduated
in four years. In 1981.82, 53 percent of Rally's students were com-
muters, 21 percent were members of minority groups, 78 percent
were in-state, and 34 percent were part-time. Clearly, Rally
reaches a radically different clientele than it sought during its first
15 years. For one thing, it is now more successful in recruiting
transfer students from :he local community college. For another, it
is identifying areas out of-state where it has succeeded in recruiting
students and is redoubling recruitment efforts in those areas.

If Rally's academic programs have largely departed from the
liberal-arts model, the college's sense of itself as a Christian institu,
don has not. In the early seventies, campus regulations against the
use of alcohol and against dormitory visitation were not enforced.
Since 1975 they have been enforced, and the character of behavior
on the campus has changed accordingly. At the same time, the
administration has sought to improve student life through better
counseling, career placement, life planning, and athletics.

Muted Nostalgia

Rally's faculty still harbors some regret at the shift away from
traditional liberal-arts programs. But on balance, they realize it
was necessary to ensure survival of the college. Recently, a pro-
fessor in one of the new programs, criminal justice, was elected
head of the faculty.
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Thirty-four percent of the faculty is tenured, by comparison
with 55 percent in 1975; 22 percent have terminal degrees; 44 per-
cent' are part-time. Faculty ranks were reduced between 1973 and
1975, when enrollments declined precipitously. Frpn 1973 to
1976, faculty members received no salary increases. Since then,
raises have averaged 5 to 7 percent a year. By 1975, many faculty
were teaching in disciplines in whiCh they had no training and
were supporting a great deal of independent study, which required
inordinate commitments of time and preparation. These irregu-
larities have largely been eliminated with the buildup of career
programs.

The administration of Rally College has undergone profound
changes. In 1975, the consulting accountants recruited for the
college a husiness officer who did not work out. But his successor
in 1976 rationalized the financial situation and is fully respected,
on campus and off. The admissions office, a weak operation in

_1413. early seventies when enrollments were declining, is now
adequately staffed by competent people. So is the student-affairs
office, which is taken as an expression of the administration's con-
cern for the quality of student life.

The college administration has annually been reminded of The
Crunch, because payments ranging between $120,000 to $150,000
have had to be made to discharge the deficit run up in the early
seventies. While that reinforces motivation to maintain budget
control perhaps a more effective tactic has been the team process
for budget building installed by the second president.

Since 1976, total revenues have increased in both current and
constant dollarsnearly doubling in four years to $3.5 million in
1980. Since 1977, total expenditures have run $30,000 to $300,000
less than total revenues. There have been no more operating
deficics for mo basic reasons. First, the college was able to increase
its enrollment despite sharp increases in tuition in the late 1970s.
And second, annual gift revenue, which more than doubled in
1974-75, exceeded that level in four of the next five years.

For 1)479 and 1980, Rally received $400,000 from the federal
Strengthening Developing Institutions Program (SID11'). This was
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used to establish an evening division, to improve computing
capacity, ando support institutional research, staff development,
and long-range planning.

Long-term obligations incurred for capital construction total
$2.3 million. Rally's campus has 13 buildinrs, mostly with briLk
exteriors and. cinder-block interiors. Some interiors are marked
for renovation if gift income for that purpose can be acquired.

Running Scared

Thrqughout the college community, the sense of financial threat
is constant, red, and keenly felt. Most take pride and a certain
security in the progress made in recent years regarding enroll-
ments and finances. But everyone realizes that the college remains
heavily dependent upon gifts, which is seen as a legacy of the crisis
years. The administration is trying to build the endowment
as a start toward reducing the reliance on annual giving. When
possible, surplus operating funds are transferred to endowment.

The attorney who, as chairman of the board of trustees, kept
Rally College from foundering is now a judgeand still chairman.
Trustees have been a major factor in successfUl fund-raising efforts
in recent years.

The fact that giving continues is a measure of Rally's renewed
status in its community. In the immediate years after The Crunch,
members of the community who had made financial pledges made
it dear that whether they honored them would depend on
whether the college honored its promises. The goal of $350,000 in
community support annually has been met for several years.
Rally's administration is mindful, however, that this level of local
giving may not be sustainable. Because Rally is so young, its earli-
est graduates are only now approaching mid-career. The college is
only now beginning to develop a full-blown alumni program,
which in time may he an important source of financial support.
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The sponsoring church annually gives Rally less than the
college receives from the community but nonetheless a substantial
sum. The second president has remained quite active in church
affairs as well as community affairs, and Rally has maintained its
religious orientation in its philosophy and orientation. As a result,
there has been no significant opposition from the church to the
college's deemphasis of liberal-arts education, to which it was
originally dedicated in the church charter.

Commentary

In the 1975.76 college catalog, the Rally trustee chairman, acting
as unofficial interim president, outlined a nine-point, long-term
plan. It summarizes much of the subsequent survival strategy of
the college: operate more economically, revise the curriculum to
be more attractive, emphasize the quality of religious life, empha-
size adult enrollments, increase state aid, build the alumni associa-
tion, increase efforts at debt retirement, increase efforts to obtain
deferred gifts, and capitalize on new awareness of recent problems.
Rally's experience in seeking to achieve these objectives points up,
in addition to some obvious truths about the value of good
management, some sterling lessons about the essentially subjec-
tive nature of key aspects of decline and recovery. Three especially
should he noted:

Trustee responsibilities cannot safely be taken for granted.
The chairman of the Rally" College Board of Trustees can
fairly be said to have saved the institution. But he and his
fellow trustees had a powerful obligation to do so, because
they had long been derelict in their dutiesparticularly in
their responsibility for fiduciary oversight. The trustees
should have been healthily skeptical of the president's benign
attitude and hollow communications. At a minimum, they
should have shared information; the four banks that extended
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short-term credit to the college were each represented on the
board. Their potential for wise oversight is demonstrated by
what the trustees, and especially the chairman, actually did,
once the fat was in the fire.

A public crisis can be used to purge and restore a troubled
institution. The public crisis created a climate in which rapid
major institutional changes were not Only accepted, but
demandedby supporters and those directly associated with
the -College. The future of the college depended upon such
changes. Further, the crisis engendered a willingness to
sacrifice, especially within the college.

Constituent support, vital in achieving a turnaround,
responded to a new image. Neither LIP crisis nor the years
following were survivable without strong attitudinal and
financial support from the community and the church, both
of which had a long-standing investment in Rally's welfare.
Despite the fact that they felt betrayed, they were willing to
give the college another chance. But this forbearance did not
extend to executive leadership: a new administrative term
may not be a sufficient condition for recovery, but usually it is
a necessary condition if an institution is to be given a chance
to recover.
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Niche College

Summary

Niche is located in the heart of the downtown section of a
major city. It is nonselective and has a diverse student

bodypeople who live and work downtown, international
students, and both resident and commuter students 18-24 years
old. The city has many other colleges and universities, but Niche
is the only one of its typesmall, four-year, nondenominational,
coeducational, and with comprehensive program offerings and a
strcag liberal-arts orientation.

Today a four-year independent comprehensive college, Niche
began in 1933 as a proprietary business school. The founder, a
woman with drive and vision, reorganized and expanded the
school in 1960 to make it a nonprofit junior college. Niche steadily
grewfrom 846 students in 1961 to nearly 3,500 in 1968, including
2,500 full time. The founder retired in 1968, the year Niche was
accredited as a fouryear college. The vice-president stepped up
and immediately began an ambitious capital expansion, financed
largely by loans.
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But Niche began to lose students. By 1973, enrollment had
fallen to 1,881 FT. The loss in tuition revenue, operating losses
occasioned by the capital expansion and associated programs, and
the city's threat to sell the campus for disputed back taxes created
both a financial and an image crisis for the college. Enrollment
dropped 25.6 percent in 1974 and another 14.9 percent in 1975, to
1,190 FTE students. Total revenue dropped from $6.68 million in
1972-73 to $4.72 million in 1974 and to $4.47 million in 1975.

In .short order, the president resigned, the academic dean (who
had been in the post less than one year) was named acting presi-
dent, and the trustees announced their intention to close down
the college. But the acting president worked out a survival plan
that the trustees accepted.

Trained in philosophy and with virtually no executive adminis-
trative experience, the acting president rallied the faculty and staff
behind a cost-cutting effort that convinced the college's creditors
that foreclosure was rot in their interest. His appointment was
made permanent.

In 1975.76, enrollment turned upward and showed modest
gains for the rest of the decade, reaching 1,542 FE in 1979-80.
There have been no consequential operating deficits since
1974-75, and Niche College is now generally regarded as finan-
cially stable.

The Wheel of Fortune

The growth of Niche from a small business school to a junior
college and illen to a fully accredited, four-year liberal-arts college
was the life's work of a strong and talented entrepreneur. Upon
her retirement in 1968, a relative who had served five years as
secretary of the junior college and two years as vice-president of
the four-year college succeeded to the presidency. Associates saw
him as a visionary, with grand ideas and vast energy but without
strong consensus about a plan. He made decisions without free
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discussions among the faculty and without listening to the voices
of realism and fiscal restraint in his administration.

Perhaps in an effort to forge quickly a clear identity for the bac-
calaureate college, as well as out of personal interest and academic
conviction, this president sought to make Niche the major patron
of the arts in the city. He bought a struggling but historic
playhouse, established a ballet company on the campus, and sup-
ported the city's symphonic ensemble. He bought an estate in the
countryside for the college and leased a campus in Switzerland.
These ventures created both capital debt and operating losses.

Though persuasive in lining up loans for these worthy causes,
the president did not ensure long-term support to repay the
loans or fund the operating deficits. His relationship with the
trustees was perfunctory. He was least communicative when dif-
ficulties arose, and the trustees apparently assumed that no news
was good news.

In 1972, concerned about declining enrollment, the president
spent $64,000 on a four-page, full-color supplement to major
newspapers in the region. It reached 2.5 million readers and
generated more than 500 inquiries about the collegebut only
one admission deposit.

All Fall Down

In the spring of 1973, the house of cards collapsed. The city
announced its plan to sell the campus for back taxes of over
$1 million. Niche had long disputed the tax claim. But bent on
improving its bond rating, the city wanted the matter settled one
way or the other. Press coverage of the tax issue, which was to be
settled in favor of the college in 1976, was unsympathetic to Niche.
Banks refused to extend further credit, and the college suddenly
announced that it could not meet its payroll. The faculty peti-
tioned the trustees to fire the president.
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At a single meeting, the trustees accepted the resignation of
the president, announced plans to begin closing the college, and
asked the academic dean to preside over the dissolution. He had
joined the faculty in 1966 and had spent two years as chairman of
the philosophy department. But aside from his nine months as
academic dean, he had no executive administrative experience.
He accepted leadership, nonetheless, and began preparing a
survival plan.

Bottoming Out

The faculty rallied behind the well-regarded acting president.
All employees voluntarily complied his plan to limit salaries
to a maximum of $90 per week that summer. Within a few weeks,
the trustees suspended their plan to close the college. Then began
a continuing search for ways to cut costs in all areas. Lending
agencies, more interested in eventual repayment than in fore-
closure and soon convinced of the ability and commitment of the
new president and the trustees, agreed to moratoria and new
payment schedules.

The Red and the Black

By 1973, Niche had accumulated $900,000 in short-term debt to
cover operating deficits. In four years thereafter, total expendi-
tures exceeded total revenues; these deficits totaled $460,000. The
deficits were caused in part by writing off a bad debt owed the
college by one of the performing-arts groups. Another factor,
beginning in 1976, was resumption of payment on the notes that
covered the deficits incurred prior to 1973.

The college reduced expenditures primarily through efficiency
measures in operations, {ttrition, and reorganization of person-
nel. In the early seventies, nearly a third of the college's employees
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were laid off. Costs for operating and maintaining the physical
plant have been held approximately constant over the past
decade; and institutional-support costs have been reduced to well
below the average for a sample of 40 similar colleges. In the
mid-seventies, a country estate and some downtown parking lots
were sold, and the lease of a Swiss campus was discontinued.

The "acting" designation was dropped from the president's title
in 1974, and he continues in office. He is perceived as a dedicated
educator, an able planner, and one who sincerely cares about
people. He listens, seeks advice, and gives constructive criticism.
By defining Niche's mission as embracing both the liberal arts and
career education, he has won the support of businesses in the area
and foundations.

The president alters the organizational structure of the college
in line with changing needs and priorities. In 1976, for example, he
named a vice-president for enrollment planning. In the midst of
severe cost-cutting, he invested in admissions and student affairs,
believing that they were essential to survival. But when personnel
cutbacks are necessary, attrition and reorganization are relied
upon; layoffs are a last resort.

Meeting New Needs

Niche's enrollment recovery has been due primarily to increases
in part-time and international enrollments, offsetting continuing
losses of full-time and native students. Part-time adult enrollment,
encouraged with evening and Saturday classes, has increased 300
percent in the past six years. Niche has begun to recruit inter-
nationally and offers a strong program in English as a second
language. In 1982, Niche enrolled 420 international students,
representing 40 countries.

Niche had always had fairly open admission, but attrition be-
came a problem. So in 1975, admissions standards were invoked.
Under them, some applicants have been rejected, but the college
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continues to admit a high proportion of applicants. For under-
prepared students, Niche provides academic-simport services.

Niche's largest programs are in the performing arts, journalism
and communications, business, and technology, and all provide
work experience, Student welfare is considered extremely impor-
tant, and the college's investment in student services is on the
high side. (The . president's organizational chart consists of
concentric circles, with "students" at the core.) Three of the six
areas in which Niche sought Title III funds in 1974 were admis-
sions, career counseling, and nonacademic student life. One
strong program is a day-care center for preschool children of
students, faculty, and others in the college community.

Tailored Programming

Niche has academic departments in nine fields: behavioral
sciences; business administration;..#ccounting and computer
science; education; English; journalism and communication;
natural sciences and technology; social sciences; andfine, applied,
and performing arts. After the crisis, some small academic depart -
ments were merged. The college has dropped majors in nursing,
design, economics, and German. It has added several programs,
including engineering technology, public administration, photog-
raphy and multimedia technology, and visual arts and design. The
last two are offered in conjunction with the city art institute. In
q77, Niche began offering a Bachelor of Fine Arts degree in dance

and theatre arts and added a master's degree in journalism in 1981.
A master's program in international business is planned. New
offerings generally are outgrowths of existing programs, requiring
few new courses but enhancing the ways in which Niche is dis-
tinctive with respect to other colleges in the area.

Niche's recovery has been marked by program innovations.
They include the Saturday College, lunch-hour courses, and pro-
grams in early-childhood education and several teLli :ologies, the
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most recent being robotics. Niche was the first American college
to offer a B.S. in compute! science. The extent to which students
gain working experience in the performing arts is also unusual.

The collage has transfer arrangements with more than two
dozen institutions in the area, including proprietary schools. It
was actively involved in CETA training for a time but could not
successfully integrate those very different programs and clients
with the core functions of the college. The college also serves the
community with noncredit courses in theatre and dance, export
seminars, and computer workshops.

Niche employs 75 full-time faculty members (40 percent with
doctorates) and many part-time. !Despite some factors that might
induce high turnoverthe urban setting, other nearby colleges,
past financial difficultiesNiche's full-time faculty tend to stay at
the collge. The part-time faculty often teach full time elsewhere or
practice in the areas they teach. Quality of part-time instruction is
not thought to he a problem. During the early 1970s, nearly
one-fifth of the faculty had to he let go, including some who had
tenure. These terminations were extremely hard on the indi-
iduals directly affected, but they do not seem to have had

longterm negative effects.

Fine-Tuning the Future

The current administration believes in plans as living docu-
ments that are used to guide decisions and that are frequently
reformulated. Through constant review and discussions of the
meaning of the mission and possible future trends, the institution
resists rigidity and complacency. Periodic long-range planning,
often occurring before the term of the current plan is up, is
thought to foster creativity and consensus, to encourage everyone
involved to prepare for the future. The presence of trustees on the
planning committee has been a catalyst for getting things done.
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The eonstituent group in which Niche has pro ably invested
the most energy ;n recent years is potential students. The college
has also developed relationships with business and foundations.
The alumni of the four-year college are still young and mobile;
Niche is beginning to try to track them and kindle their interest in
the college.

No Bed of Roses

The restoration of fiscal responsibility and the establishment of
creative programs over the past eight years have impressed consti-
tuents favorably. However, the college's endowment value has re-
mained at about $650,000 since 1973. The most recent borrowing
for physical plant was in early 1973; the current capital debt isover
$13 million. Payments on principal and interest were $249,000 in
1970, going up to $686,000 and $918,000 in 1979 and 1980. Niche
reached agreements with lenders in 1975 and again in 1981 to
extend the repayment period in order to bring payments to a fixed
level the college could accommodate. A capital campaign of $2.5
million was started in 1982 to renovate the performing-arts facility.
but most other fund-raising is aimed at covering current costs.

Commentary

Cutting costs drastically, resolving the tax dispute, and
negotiating %kith creditors got Niche throtrfi the three worst years
of its decline. The continuing search for ways to reduce costs has
helped to keep the budget healthy and to inspire confidence in
external constituents. One administrator observed that "the less
we spend, the more our creditors and potential donors seem
willing to help us out."

Much attention is given at Niche to mission definition, both
conceptually and operationally. The president has convinced
onstituents that the college has a unique and important role

()0
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to play in the city. The college focuses programming on that
role, minimizing costs by trimming and reorganizing programs,
cooperating with other institutions in the city, and dropping
programs that prove not viable. It has also developed delivery and
support systems specific to the needs of its clientele.

Something of a paradox is posed by the two lessons in leadership
taught by Niche College's experience in decline and recovery:

'Me credentials that are likely to impress a presidential
search committee are not necessarily those that make an
effective president: management expertise and experience
may not be critical to effectiveness. The president named
in 1073 had virtually no experience in financial management,
fund - raising, community relations, or personnel supervision.
But he quickly learned a great deal about administration. At
heart, he is an educator with a feel for academic institutions
what they are about and how they should be organized. He
believes in the importance of Niche College and communi.
catrs his sincerity and dedication by what he says and by
how hard he works. He uses what he hears and reads, as well
as his understanding of academia, in a personalized kind of
strategic planning. His priorities are, in order of importance,
people, plans, systems, and e/kecution. Althc,ugh Niche has
continued to change under his leadership, it has changed less
dramatically than it did under the previous administration
and in financially more responsible ways. Disruption has
been minimized by the presence of this highly respected
president, who provides a stable center for change.

Vision and entrepreneurship can bring a college to the
brink of ruin if they are not tempered by financial wisdom.
Nonetheless, the need for vision and entrepreneurship is
clear. The 1'418-1973 president may have met a real need of
the college in allying its image with the performing arts
spei. ifi1/4 ally and the liberal arts generally. Niche probably
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needed to show dramatic evidence of its greatly changed
mission and its capacity to serve city needs. The current presi-
dent continues to invest considerable time in clarifying the
mission and seeking new ways to serve. Niche might well be
ih trouble today if i chief executives had not differentiated
it from the many other schools in town while demonstrating
its ability' to meet real community needs.
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Ryke College

Summary

This large, selective Protestant liberal-arts college is located in
a prosperous midwestern city. Founded by missionaries in

the last century, the college is firmly committed to the liberal arts,
and academic excellence is a major mission objective. Ryke
historically had drawn its students from within the state. In 1959,
three-quarters of the 1,780 FTE students were in-state residents. A
drive to recruit faculty with national reputations and attract
students with high ability, heavily financed by a major benefactor,
caused a brief dip in enrollment, to 1,500 in 1963. But by 1969,
enrollment was up to 2,000. It stayed at about that level until a 12
percent loss in 197J-74 and a succession of smaller losses brought
enrollment down 6 1,580 FrE in 1976-77.

Ryke College was thrown into financial crisis because, begin-
ning in 1968 with the installation of a new president, both the
administration and the student body became heavily and visibly
engaged in social activism. Enormous deficits were run up, appar-
ently in the expectation that the philanthropist who financed the
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drive for academic excellence would foot the bill. But the public
image of the college rapidly deteriorated, and the major con-
tributor withdrew most of his financial support.

A new president was named in 1971. Four years later, however,
the financial and organizational problems still had not been
resolved. In 1975, Ryke College installed its third president in
seven years and began the slow, taxing task of recovery. Ryke is
now fiscally sound, though it is a substantially smaller institution
than it was 15 years ago. FIE enrollment in 1981 stood at 1,635
FIE studentslittle inure than the low point, 1,580, reached in
1977.

The Power of Philanthropy

Ryke College has a history of relating well to its urban setting,
concern for social issues, and emphasis on the implications of
internationalism. (Under its own auspices and through consortia,
Ryke offers opportunities for its students to study abroad.) The
college has long been oriented to academically able, full-time
undergraduate students in the 18-24 age bracket.

During the 1950s, a multimillionaire with strong family ties to
Ryke became heavily involved with the college. In 1961, the
college decided to recruit National Merit Scholars across the
country. It also began looking for nationally recognized faculty. A
few programs that were peripheral to the liberal-arts curriculum
were dropped. The benefactor funded most of these changes. As
planned, Ryke became a highly selective liberal-arts college.
Recruitment of faculty with strong academic reputations and a
dedication to teaching was equally successful.

More than 50 colleges are located within a 30-mile radius of
Ryke. However, successful recruiting of top students from around
the country during the sixties carried enrollment above the 2,000
mark at the end of the decade. Numbers of well-qualified in-state
students, including some whose parents had attended Ryke, could
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not gain admission. The proportion of in-state students, which
stood at 75 percent in 1960, declined steadily thereafter, reaching
44 percent in 1982. The shift principally reflects Ryke's interest in
diversifying its student body and maintaining competitive admis-
sion standards, rather than disaffection among potential in-state
students.

The Power of an Idea

During the 1960s, the benefactor and his representatives were
active in implementing the plans drawn up in 1961 to upgrade
Ryke. They also played a strong role in the selection of a new chief
executive in 1968. The next 30 months were to prove stormy. The
new president's sole priority apparently was to involve Ryke in
rectifying social ills. The cornerstone of that effort was a large,
quickly launched program on behalf of minority students.

Eighty full scholarships, enough to support 15 percent of the
entering class, were allotted to minority students. A substantial
staff was hired to help meet their special needs. This abrupt
change in policy and practice proved disruptive and ultimately
unsustainable. The program was phased out in favor of efforts to
recruit more able minority students, who today account for some
7 percent of enrollment. This is still well above the percentage of
minorities in the regional population.

The president's interest in enrolling minority students and
Ryke's portrayal in the press as a regional focus of student activism
alienated some of the college's in-state constituency. Since the
state is fairly conservative, education-oriented, and almost en-
tirely Caucasian, the deterioration of image was inevitable.

Moreover, the tone of administration efforts in the name of
social activism was provocatively consonant with student atti-
tudes. At one point, Ryke students picketed a major corporation
with whom good relations might have significantly benefited the
college. There were numerous other overt indications of social
activism at the college.
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In the apparent belief that he had a personal mandate from the
benefactor that included continuing, unquestioning financial
support, the president spent college funds freely. But the benefac-
tor became increasingly unhappy with the course of the adminis-
tration and soon sharply curtailed his support. As a result, the
college incurred a $5 million deficit in just two years.

In the spring of 1971, a crisis was obvious. Faculty and trustee
action secured the president's resignation. His successor, who
served until the end of 1974,\made sizable cuts in personnel and
budgets under a mandate froni\the trustees. But his style was not
collegial: he communicated mainly with on,: ocher administrator.
When the academic dean resigned, he served as his own dean for a
time rather than appoint any of the recommended candidates.

A False Start

During 1971-74, as was true in the previous administration, the
financial vice-president lacked authority and expertise and did
not have .he trustees' confidence. No effective system for control-
ling expenditures was in place. The ability of the institution to
cope with the aftermath of the splurge of deficit spending was
inhibited also by the successor president's self-imposed isolation.
The faculty had no voice in retrenchment decisions, which over
three years cost about 10 percent of them their jobs. Heavy staff
cuts were made also. Nonetheless, the faculty is said to have main-
tained academic productivity and loyalty to the college during the
years of financial uncertainty and organizational turmoil.

With an endowment of $30 million and total revenues steadily
above $9 million each year in the early seventies, the economy
measures instituted by the new president might well have put the
college back on its feet. But in 1973-74, FTE enrollment suddenly
dropped 12.3 percent, to 1,840. Total revenue (in 1973 dollars) fell
to $8.6 million. Successive annual losses of 6.2, 6.4, and 1.9 per-
cent in FTE enrollment were registered. And real-dollar revenue
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losses continued apace, dropping to a low of $7.6 million in
1975.76 and remaining well below the $8.5 million mark for the
rest of the decade.

By 1973.74, the feeling that "we won't make it" was abroad in
the college community. One observer recalls that "only the finan-
cial clout of the chairman of our trustees kept the bankers away."
After the 1968-71 debacle, stringent cost-cutting could not keep
ahead of the steady decline in revenue. The benefactor's confi-
dence in the administration was still low, and the college had lost
face with the public, alumni, students, and potential students.
The road to recovery clearly would be long and dusty. Once again,
circumstances demanded new leadership.

On the Road

In 1975, Ryke recruited the president who is still in office. He
had been an urban school superintendent with important status
in the metropolitan community. He is articulate in describing the
mission and character of Ryke. He has strong administratNe skills
and exceptional ability to relate to people. It was to take him four
years to deal with the aftermath of the social and political crisis of
1968-71 and the enrollment and financial crisis of 1971-74. But he
did restore Ryke College spiritually and reorganize it for recovery,
which was under way by 1979. The following are some ;)f the
highlights of this accomplishment:

Building on some groundwork done by his predecessor, the
current president was able to reestablish the benefactor's
confidence in the college administration and persuade him to
renew his financial support.
The present financial officer has a background in economics
and is well respected by faculty, other administrators, and
trustees. During the sixties, the academic vice-president wa,
a major factor in recruiting strong new faculty and played an
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important executive role in College affairs. But from 1968 to
1974, the position lost its centrality and influence. The title
was changed to academic dean and, as we noted, was left
vacant for a tine. Under the current president, the position
has been reestablished as a vice-presidency, filled by a strong
figure recruited from Ryke's faculty.
Development of the operating budget is now an open, partic-
ipative process. A president's committee, consisting of five
faculty, two staff, and two students, critiques each year's
proposed budget. The budget process includes cyclical zero-
based reviews of line-item budgets.
Past deficits have been funded, and no deficits have been
incurred since 1975. Firm expenditure control has been
established.
Tuition increases had been kept low in the early seventies. By
1982, tuition at Ryke was at the midpoint on the scale of tui-
tiors charged by members of the regional college association.
Ryke plans to increase its tuition at a rate of about 2 percent
higher than increases in the consumer price index.
A five-year capital funds campaign, begun in 1979 with a
goal of $26.5 million, had garnered $22.5 million in gifts and
pledges by 1982. In addition, the value of the endowment
increased $5 million during this period.
The college has a major capital asset in its funding for merit
scholarships to outstanding students, money that largely is
provided by the benefactor. These scholarships allow Ryke to
attract top students and reduce its relative dependence on
federal aid to students.

In the local community today, the general attitude toward
Ryke's financial condition is confident but realistic. Awareness of
the need fir fund-raising and for fiscal controls and spending
restraints is strong. The enrollment picture is steadily improving
and the institution has gained confidence from surviving a great
difficulty and recovering its former stature.
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Mission Intact

Ryke still offers a Simon-pure liberal-arts curriculum. In the
early sixties, it dropped nursing, medical technology, a major in
physical education, and a few other programs not akin to the
liberal arts. A proposal to reestablish the nursing program was
hotly debated in the mid-seventies and finally rejected by the
faculty. That decision seems not to be regretted today. The
economics department has added a few accounting classes, but
not a major in accounting. Student and faculty interest in
computer science is growing, but its academic role is defined by
the liberal-arts orientation of the college. New ideas about the
curriculum are often considered and some are implemented hut
always within the confines of Ryke's orientation to a classical
concept of liberal-arts education.

Smatter, Calmer Students

In the seventies, declining enrollment forced Ryke to become
less selective. SAT scores dropped off, and the admissions office
shifted emphasis from selection to recruitment, With enrollment
stabilized, the college is concentrating again on attracting able
students. The SAT score average for entering students is now
well over 1,100 and climbing. The admissions officer since 1979 is
highly skilled in interpreting the college mission and adept at
generating enthusiasm among prospective students. Recruitment
publications are rated highly by other administrators. AppLa-
tions from top students have been increasing. The minority-
student program has been curtailed; such students accounted for
7 percent of enrollment in 1982.

Many students at Ryke see the liberal-arts curriculum primarily
as a sound preparation for graduate or professional study. They
seem not much concerned to evaluate its immediate postbacca-
laureate vocatioml utility.
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Although students at Ryke may seem liberal and activist within
the context of regional attitudes, they are not markedly s6 by
national standards. Demonstrations in the late sixties and early
seventies were free of violence and in keeping with national
campus trends. As with students nationally, their activism has
been substantially modified in recent years.

Sterling Faculty

Ryke has retained a large proportion of the highly qualified
faculty recruited in the sixties. About half of the current faculty
came to Ryke in those years. Most faculty remain absorbed in
teaching while maintaining individual reputations through
scholarship and research. Several have received national awards.

In 1982, 80 percent of the faculty ha -1 doctorates and 74 percent
had tenure. The administration has established a strong and con-
structive relationship with the faculty. This has been a significant
asset in the recovery efforts.

Pillars of Strength

The t urrent president sees Ryke's board of trustees as the prime
mover behind the successful fund-raising of recent years. The
trustees are mainly well-respected, well-connected people in the
metropolitan area. Their membership on the board promotes
wnlidence in the college and they arc more actively involved in
college affairs than trustees generally are. In the early seventies,
when the trustees no longer believed the administration to be
fiscally responsible, they did more than withdraw confidence.
They stepped into the college management during the crisis, faced
up to issue:e and on occasion made tough decisions. And when
the administration changed for the better, the trustees had the
intelligence to step out of the management picture.
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The leading role of the truste, s in recent years has been to
help the president restore lost constituent support. When the
benefactor began contributing huge sums to support Ryke's
self-improvement efforts in the 1960s, the feelipg spread among
alumni and other potential donors that the college didn't need
more support. Since 1975, these constituents have been persuaded
to become contributors again, thanks largely to the interpretive
and interpersonal skills of the president and the efforts of trustees.

What's Ahead

Rvke closed Its Office of Institutional Research in 1975 as an
economy measure. But planning and budgeting still rely heavily
on statistical information. External consultants were involved in a
long-range planning effort in 1977-78 aimed at establishing the
"cold fa t," of the college's situation. The fiveyear financial
that emerged assumes no nominal growth in state aid or lo
the several major studentaid programs. It aims to decrease
d.%penk.len( e at Rvke on government funding.

COMMC wary

I he experience ttf Rvke ',bows that too much of a good
thing is not always, as Mae West claimed, "wonderful." The great
gt_nerkissity of one constituent became a springboard from which
the 1908-71 president launched the college without measuring the
dept 1, t,f t he water below. The wisdom of the golden mean was
forgotten, and no mean was to he found in the financial extremity
t hat ssttt !al t:vissin pret. 'pit at ed. tior could budget c.utiing alone
saal t he situation: the retrenchment president left the college
y.orse oft, if anything, than he found it. Ryke survived and

ov,td 1%et alise 11 h)und a president who knew how to address,
t u isrol-sicm, in whit h t he ( °liege had bet onh mired

ulhicrsa,,od ;al realities. What Rvke had really it
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was its image. That restored, the students Ryke wanted and the
money it needed returned.

The lessons in Ryke's experience ate several:

A college can succeed, even in today's vocational market,
by being true to its historical liberal-arts mission. RykP was
not always solely devoted to the liberal arts. When that pre-
dominant orientation was sharply focused during the 1960s,
a plentitude of students, a strong economy, and federal
support made the bid for traditional excellence affordable.
But with economic arid attitudinal shifts in the 1970s, many
such colleges have diluted or abandoned the liberal arts ;n a
desperate search for students and dollars.

Even when it see; tied that the college might have to close,
Ryke reaffirmed its commitment to the liberal arts. Subse-
quent events have shown the wisdom of that decision: there
i5 a market for the pure liberal arts. Ryke's ability to attract
and retain academically able students is a key factor. These
students are sophisticated enough to anticipate their interest
in graduate and professional schooling and to understand
the value of a liberal-arts education as a foundation for their
long-term plans.

Tito much change, too fast, harms a college. The vigorous
attention to social issues and minority students in 1%8-71,
oupled with the administration's sudden lack of interest in

acadernit matters and profligacy in financial matters, alien-
ated virtually every college t onstituency.the benefactor,
other donors, regional residents, alumni, and poteptial
,tudent,. from Ryke's traditional markets. The direction of
t flange did have justifcation, since Ryke has always ex-
pre,ed art institutional concern about social issues. But the
m.ignitu,le of the rapid shift toward one aspect of th; mission

ayav from antItlier t aused overwhelming prOdems.
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Tlw welfare of a college can depend on the actions of one
or very few individuals. One president took Ryke to the
brink of disaster. A handful of committed trustees not only
kept it afloat but mandated and effected critical short-term
survival measures. The current president is the huh for
almost all of the successful recovery efforts, either through
personal action or through the conceptual guidance and im-
proved morale his leadership inspires.

The extent to which internal constituents are actively
engaged in institutional efforts is partly a function of
administrative leadership, and it central to recovery.
Internal constituents do not depend entirely on administra-
tive leadership to inspire and motivate them to take action
on behalf of the college. This is shown by the continuing
.ointnitinent of the faculty through the difficult years,
despite a leadership vacuum. Many faculty had come to the
college only recently and perhaps were unwilling to jump
ship so soon Certainly they did not stay for a lack of alter-
nat..e opportunitiesthese were among the most able

holars anywhere, who could find good positions even in a
tight job market,

Fat -ultv did tn. than stay. They continued to teach well
and to do excellet scholarship and research in their disci-
plines. This helped keep Ryke's reputation and enrollments
from slipping irrecoverably low.
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FIGURE 3
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Prairie College

Summary

prairie is a highly selective liberal-arts college located in a
srrcill midwestern town, 170 miles from a major city. The

college h; s a national reputation as a liberal-arts stronghold. It is
well endowed. Student costs arc high ($7,700 for tuition, room,
and hoard in 1981), but two-thirds of the students receive financial
aid. The curri( ul um has changed over the years to reflect advances
in computer science. And in cooperation with a famous medical
school, Prairie has established a first-year medical program that
concentrates on the basic sciences. Beyond that, the college has
made no effort to accommodate students interested in vocational
preparation. A high proportion of Prairie's graduates pursue
advanced study; many follow academic careers.

En, ollment stood at 900 FTE in 1959 and grew steadily through
the next decade, reaching 1,400 FTE in 1970. Expecting enroll-
ment to reach 1,800, the college overbuilt. Enrollment then began
a steady eight-year decline, reaching 950 EYE in 1977-78. It has
remained stable since.
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Prairie's president from 1949-1973, a highly respected educator,
was not astute financially. The college had operating deficits in 12
of his 24 years in office, including a $480,000 deficit in 1971.72 and
a $250,000 deficit in 1972-73. These deficits totaled $3.5 million;
borrowing from the endowment, which began in the Depression
years, totaled $4 million. Capital construction in anticipation of
enrollment increases in the seventies was financed with $10
million in loans; no funding campaign was conducted.

in 1973, the president died. The new president, while primarily
a scholar, had experience in fund-raising. He proved also to
he an excellent communicator and administrator, bringing the
budget into balance in 1974-75 and incurring no leficit in four of
the next five years. This was achieved through firm budget
control, cost cutting in nonessential areas, a capital campaign,
refinancing of old debts, endowment building, and increased
annual giving. Faculty salaries, library resources, merit scholar-
ships, and other expenditures directly related to achieving the
college mission were protected from budget cuts. The admissions
office was strengthened in this period to recruit able students.

The college is smaller today than it was in 1970. But it has
maintained high academic standards while achieving a financial
stability it had not really known in the fifties and sixties.

Single-Minded Excellence

Prairie College, founded in 1837, has long been known for a
liberal-arts education of high caliber. Noted literary figures have
been ascot iated with Prairie, and the college has a traditional

mmilt merit to human rights. The loss of enrollment that began
in 1070-71 is attributed t" the college's rejection of "creeping
k areerism." I )espite serious unancial difficulty in the seventies, the
ollege reinvigorated its liberal-arts curriculum. When its reputa-

tion ;doily was no it)tiger a suffit lent agency to attract an ample
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supply of students of high ability, Prairie invested in recruitment
so that it could maintain its admission standards. The college
overestimated the potential demand for its brand of education in
the seventies. But it comprehends its mission with absolute clarity.

About two-thirds of Prairie's students are in-state residents. A
large proportion come from the suburbs of a major city across the
state. Competition between a number of quality-minded colleges
in the region increased in the early seventies, in line with a
national trend that saw 25,000 new places created in selective
liberal-arts colleges between 1969 and 1975. The flagship campus
of the state university, where price is the primary attraction, is the
first alternative choice of most Prairie applicants. But they also
consider a number of small private colleges throughout the
Midwest. Two-thirds of Prairie's students receive some measure of
financial aid, and the college regards student aid as crucial to
maintaining standord!,.

The Golden Decade

Prairie's president from 194e) to 197 3 restored the national
reputation that the college had enjoyed early in this century. A
fat herb; auto rat , he became a leader in higher education nation-
ally during the sixties. Meanwhile, l?rairie was growing steadily,
from (k)0 students in 1g5k-) to i,-100.4n 1970. The president, con-
vinced that the e allege would grow to 1,800, began construction of
facilities to accommodate that further growth, using borrowed
ful T. attnict and keep faculty with high qualifications, Prairie
provided salaries that were among the highest in its regional
assocw,

The president did not have a flair or liking for fund-raising,
although he did elicit important deferred bequests to the college.
Ile began to t ravel a great deal on behalf of national higher-
eduk iation,, and a sense developed on ainpw that no
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one was at the helm. In 1972, representatives of the college
community met with the president and asked him to curtail his
travels. He agreed to do this.

Construction on the campus in the late 1960s and early 1970s
doubled existing classroom and office space. But this created a
capital debt of $10 millionand the expensively anticipated
enrollment growth did not materialize. In fact, enrollment started
downward after 1970, and Prairie was to lose in the seventies
virtually all the enrollment it had gained in the sixties.

A Time of Reckoning

By 1972, the president had become concerned about the
unexpected drop in enrollment. The trustees were alarmed by a
$480,000 deficit in 1972, and they were not comforted by the
$250,000 deficit in 1973. They still were not fully apprised of the
financial condition of the college, however. The trustees were
capable and dedicated to Prairie, but they had little to do with
management or with fund-raising.

The unexpected death of Prairie's president in 1973 forced
major issues to the surface. The recently retired academic dean
was recalled to act as president while the college searched for a
permanent successor. The acting president immediately initiated a
long-range planning process providing for wide participation
within the college.

A search committee chose for the presidency a liberal-arts
scholar who, as a faculty member at other institutions, had
been heavily involved in successful fund-raising efforts. He
made himself highly accessible on campus and had the gift of put-
ting people at ease. He served on the steering committee for the
new long-range planning process, thus immediately involving
himself in a highly participative assessment of Prairie's purposes
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The final report of the steering committee emphasized that the
college had to choose between size and mission. Continuing as a
traditional liberal-arts college meant risking a continued decline
in enrollments. The committee favored taking that risk. To mini-
mize the effects of continuing enrollment losses, it recommended
improving admissions procedures and staffing, strengthening
alumni relations, providing career-planning counseling, providing
multidisciplinary coursework for freshmen, and other changes.

Balancing Act in a High Wind

Nleanwhile, the new president confronted a bleak fiscal situa-
tion. Enrollment dropped nearly 13 percent in 1973-74, to 1,175
FIT, (At Prairie College, full-time students have always consti-
tuted virtually the entire enrollment.) The operating deficit was
held to $70,000, mainly because a tuition increase kept tuition
income even with that of the previous year. Expenditures had
been slashed almost $1 million in 1972-73, principally by reduc-
tions in student ai.1 and grants. These reductions were continued
in 197374.

The new president explained the financial condition of the
()liege t t he trustees in frank terms. They responded by helping

him mount at successful campaign for funds. The trustees have
sink e been ink reasingly supportive of the college, both financially
and through the exercise of leadership.

The full extent of the financial problem the new president
inhetted lk ;1,, not widely known in the college community. This
helped keep morale at a reastriably high level throughout the
r:t over\ years. There was never a hint of panic.

In t (instant -dollar terms, total revenue declined from 197 3
thrk tigh 1Q7 and then leveled out for three years. The impact of
nilat ion t aused a dip in «instant-dollar total revenues in 1978-79:

in t toren: dollar., ti,tal revenue dropped only $40,000 from 1978,

( 4
uti
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but total expenditures increastl"d $733,000. The result was an
operating deficit of $200,063. In 1980, however, a $81,000 surplus
was achieved.

Cost cutting was concentrated in the area of institutional
support. Efficient c4ngeS were made in the structure of staffing in
'tudent- health services. Using student office help proved eco-
nomical. Management of auxiliary enterprises was characterized
by one observer as "superb."

In 1972, retirement benefits were reduced. In 1973, faculty
salaries were frozen, and only token increases were given the next
year. Salaries have since risen to be on a par with those typically
paid by similar colleges in the region, and fringe benefits have
been increased.

Animal payments on the $10 million capital debt ran to
$500,000. In 1979, however, the college took advantage of a new
provision in the law to issue tax-exempt bonds and consolidate its
physical.plant debts, reducing the annual payment.

Ask and Ye Shall Receive

Prairie', endowment, valued at $12 million in 1972, stood at
$19.2 million in 1980. A relatively high proportion of the endow-
ment had been invested in real estate, and some of these properties
were sold during the seventies. A capital-funds campaign, begun
in 1075 with. a goal of $12 million, raised $13 million in four years.
Hurt y perk ent of the funds were realized bequests arranged under
the previous odministration including a ,:ingle bequest of $2
nttihon from an alumnus who had become a trustee.

laintenant e of the physical plant was reduced severek in the
early event it, but has gradually been increased in recent years.
1.)eterred maintenanc e is neither a ftnanc tat nor an aesthetic
prof Ion. I hre old building, (41 the t'ampus were in unusable

it'll Hit ilgit 111,4ort, and ,vmholik value. File college sold
,n," thcm 1,1 ticyclor, who re',tolcd it for to t' a privat..
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residences. This arrangement had a highly negative public-
relations impact. The college restored one of the other two old
buildings itself any( has not decided what to do about the third.

A program of state aid to private institutions brings Prairie
about $125,000cr-year. And Jpito aid to students attending private
institutions helps them cope with rising tuition. During the early
seventies, tuition increases were kept low. They accelerated in the
late seventies as inflation pressure increased. In recent years, the
rate of increase in tuition has more than kept pace with inflation,
and student tolerance of these increases has been surprisingly
good.

The current status of financial aid to students at Prairie College
is considered confidential by the administration. A college docu-
ment made public in 1976 reported that total fina4a1 aid to
students stood at $1.6 million that year, with $650,000 being
provided from institutional sources. In 1977, state financial aid
went to half of Pt airie's students and totaled $675,000. Prairie now
offers merit scholarships of $2,000.

No Brain Drain

Admission standards may have slipped slightly in the early
seventies. But faculty now regard current students as equal in
ability to any the college has had. Student retention is better than
that of any other college in Prairie's regional association.

Enrollment of international students has risen considerably
since 1978, more through informal peer recruiting than because of
particular efforti 1w the admissions staff. Foreign students no
constitute percent of Prairie's student body. They are bright, and
rev. have problems with EngliTh severe enJugh to interfere with
their full participation in college lite.

in 1974, in response to increasing student concern about
postgraduate employment, Prairie established a career-planning
center, with h has been well received. Interest in professional
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careers predominates. About 40 percent of Prairie's graduates go
immediately into advanced study, and 80 percent have done
graduate work within five years.

Old Wine in New Bottles

No academic programs were discontinued at Prairie during the
recovery period, and classical studies, which had been dropped
earlier, was reinstated in 1976. But the curriculum was not
neglected while the college contracted.

Computer science was incorporated in the mathematics pro-
gram in the early seventies, and computer literacy has been a
required skill for all students since 1976. In 1973, in conjunction
with a famous medical school, Prairie began offering the first-year
curriculum for medical students. The concentration is on basic
science. Prairie undergraduates may take these classes, and some
of them have been accepted at the medical school.

The reassessment of Prairie'L, mission and curriculum in 1974 led
to a renewed commitment to general education. Values seminars
were established, and a multidisciplinary core course for all
freshmen was developed with the help of foundation grants. Profi-
ciency in a foreign language is still required. The predominant
themes of the curriculum are internationalism and interdisci-
plinary studies. The college offers two programs of year-long study
abroad, in cooperation with European universities. It also has a
number of cooperative programs through which students may
study at major research centers and universities in this country
and at ingtitutions in nine foreign countries.

SC,
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Faculty Quality Intact

Ninety percent of the faculty at Prairie have doctorates; nearly
all teach full time. A strong teaching orientation is traditional at
the college, but scholarship has received greater emphasis in
tenure and promotion decisions in recent years. Funds for faculty
travel and secretarial support have been increased, and sabbati-
cals encourage scholarship and research.

It, the mid-seventies, three-fourths of the faculty had tenure and
nearly 60 percent were in the upper two ranks. The college initi-
ated an early-retirement program and increased the probationary
period for junior faculty from six years to eight. The tenure rate
has dropped somewhat since then. There have been no faculty
cutbacks, but on occasion the replacement of departing faculty
has been delayed. Replacements are more likely now to he at
junior levels.

Professionals in Place

Since 1074, a number of administrative areas have gained in
personnel, budget, or both. They include development, admis-
sions, public relations, grounds, accounting, and the library.
Admissions, financial affairs, and development have received par-
ticular emphasis and are credited with important improvements.
The major change has been in the professionalism of incumbent
administrators and staff: their predecessors had significantly less
training and experience in the functions they were asked to
perform.

The admissions office had been staffed with young people who
were thought to relate well with prospective students. There was
high turnover)ver in these positions. Both in the admissions office and
in the college at large, the attitude toward potential students
reinianed one of selection rather than recruitment, until the office
w as rt,triik aired and restaffed in 1q80.
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The new admissions director has staffed the office with profes-
sional admissions counselors, and he has seen to it that they can
answer questions for students and parents accurately and quickly.
Financial aid is now part of the admissions office. Admissions
publications ang information processing have been improved.

The present chief business officer is well qualified and well
organized. His dissertation dealt with financial health in small
private colleges, and he expertly analyzes financial data at Prairie
to support management decisions.

The development staff nas been increased and is now led by a
Prairie alumnus who had been a successful developmerii officer at
a major private university. The president plays a majcir role in
fund-raising. Success in this area has been important in relieving
pressure to keep enrollment targets and tuition levels unrealis-
tically high.

Alumni were not regarded as a development constituency at
Prairie until the 1970s. Annual giving has more than doubled in
recent years but has reached a plateau. College administrators
discovered through the capital campaign and annual giving
program what they believe to be the ability of alumni to give to the
college, and they look to this constituency for untapped major gift
potential.

Commentary

A key factor in recovery at Prairie College was the reduction of
dependence on tuition revenue. This was done by increasing
annual giving, carrying out a successful capital-funds campaign,
refinancing old debts, and building the endowment.

Most of the lessons of Prairie's experience are plain enough, and
most of them are confirmed by the experience of the other colleges
included in this study.
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Enrollment growth c.-eates administrative responsibility to
provide equivalent growth in organizational capacity, par-
ticularly the capacity for informed foresight. A respected
and well-meaning president. with an upward-and-onward
outlook demonstrated the folly ofreaching beyond what can
be grasped. Prairie College did not plan enrollment increases
in the sixties and did not adjust to them in any comprehen-
sive way. The expectation of further growth was a simplistic
extrapolation from a little-understood trend in the recent
past. Recovery was achieved by good planning, good
management, reaffirmation of purposeand rejection of the
notion that growth in itself was god.

Trustees were complacent when they should have been
vigilant on principle. The new president kept the institu-
tion essentially intact and fully dedicated to excellence by
doing what had long needed doing at Prairie College.

The external forces that reduced enrollment at Prairie were
largely unforeseeable. The end of the military draft, a pro-
longed economic recession, and a consequent shift in student
interest toward vocationalism could not have been credibly
predicted when the decision was made to build for growth at
Prairie. What was preventable was the extent to which opti-
mistic decisions mortgaged the futureiof the college for many

4 years to come.

Had construction been financed by fund-raising, and had
the burden of capital debt not been made heavier by an
accumulating operating debt, Prairie College would be in a
significantly better position today. And it is clear now that
the potential for successful fund-raising, both for capital con-
structivn and to build endowment, was there all the time.
But tOtither-figure president disliked fund-raising. And for
a long while, he saw no great danger in incurring operating
deficits.
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FIGURE 1
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FIGURE 3

Total Revenues and Physical Plant Indebtedness (72.73 to 80.81)
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Enterprise College

Summary

Enterprise was established before the Civil War by a Protestant
church, as a two-year seminary for young women. It became

a four-year liberal-arts college after World War I. It has remained
a women's college, moderately selective, attracting students
primarily from well-to-do and wealthy families.

Enterprise was quite small until the sixties, when enrollment
nearly doubled. Enrollment totaled 376 FTE in 1959, 711 FTE in
1966, and above .700 through 1972. It then declined modestly over ,.
the next three years, to 645. In 1976, however, it fell 16 percent,.to
542. Rumors that the college might close probably caused the
decline. But the loss of students did not cause the college's mount-
ing financial difficulties.

The problem was deficit spending, beginning in 1970. By 1976,
operating deficits totaling $390,000 had accumulated. In addition,
$500,000 in realized endowment gains and $500,000 from the
proceeds of a capital-funds campaign had been diverted to cover
operational expenditures. Endowment and gift income together
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counted for less than 10 percent of the operating budget during
most of those years, while tuition revenue accounted for at least 60
percent: Tuition revenue declined more slowly and not so steeply
as enrollment.

The seeds of difficulty were sown in the sixties; the faculty was
enlarged more than enough to keep pace with enrollment, and a
$3 million physical-plant debt was incurred to expand facilities.
But the endowment remained at around $2 million, and gifts
totaled $250,000 a year or less.

The president installed in 1969 did nothing effective to build a .

larger financial base for the college or to balance revenue with
expenditures. When yet another deficit was projected for 1974-75,
the trustees became actively concerned. A comptroller and an
executive assistant. to the president were added to the administra-
tion, the president bowed out, and an interim, chief executive
presided for a year.

The woman named president in 1976 confronted another
projected operating deficit. She also had to deal with potentially
negative consequences for Enterprise that were threatened by the
imminent closing of a small college with an adjacent campus. She
swiftly demonstrated leadership qualities as well as good business
sense. She asked the trustees to disapprove the proposed budget
and to approve the sale of the college's presidential residence.
Then she persuaded a wealthy alumna to make a large contribu-
tion toward the purchase of the adjacent campus for Enterprise
an investment in the future that greatly improved the public
image of the college. And despite a substantial increase in the
cost of operating and maintaining the enlarged physical plant, the
new president held expenditure's in balance with revenue in her
first year.

During her administration, enrollment has risen to more than
800 FTE students, recouping all the losses of the seventies and
adding 140 FTE enrolled in an off -campus adult-women's degree
program. The endowment has quadrupled, annual giving has
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tripled, and income from grants and contracts has become signifi-
cant. New budgeting procedures and the elimination of wasteful
practices have cut costs and improved staff productivity. Faculty
salaries have been improved, and faculty participation in decision-
making is on the increase.

In all major respects, Enterprise College is a stronger, more
viable institution than it was during the sixties. The college com-
munity attributes recovery and new growth unreservedly to the
president who took over in 1977.

Halls of Ivy-

Enterprise College is set in a rustic corner of an area whose
cultural and historical roots reach back to the earliest colonial
days. The neoclassical lines of the 30-odd buildings on the idyllic
campus aptly signify the traditions of this venerable institution.
MIst of its students come from families well able to afford the cost;
in one out of four cases, the family income is greater than $100,000
a year. Forty percent receive financial aid, some of it provided by a
state program. Most of the students are drawn from a 10-state
region; 40 percent are in-state residents.

The state university nearby is not a serious competitor, partly
because the college's church affiliation and campus religious
activities are a draw for a good many who enroll at Enterprise.

No Growing Pains

Enterprise had no experience with real growth before the sixties.
But the increase in enrollment from 376 FTE in 1959 to 711 in 1966
did not create serious stresses and strains, at least none that were
immediately apparent. As the student body grew, the faculty was
increased somewhat more than necessary, and the campus was ex-
panded steadily. Enrollment stabilized in the latter sixties, and the
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institution as a whole seemed stable when the president stepped
down in 1969. But the retiring president had not increased the
endowment in keeping with enrollment and faculty growth, and
he was not replaced by someone adept at fund-raising.

His successor tended to avoid problems, to do things as they
always had been done, and to deal with others paternaliitically.
Enrollments remained stable, and tuition increases did not keep
up with increases in operating costs. The size of the faculty added
to budget problems. Physical-plant debt reached $3 million in
1972, requiring annual debt-service payments of $140,000a
figure more than double that for endowment income.

Four operating deficits were incurred between 1970 and 1975,
totaling $390,000. Moreover, $1 million was deferred from endow-
ment and capital giving to meet shortfalls in operating revenue. In
1973, the administration produced a bleak five-year financial
forecast.

Too Little, Too Late

The president closed the college's two overseas campuses to
reduce costs and made some difficult faculty-reduction decisions.
He also initiated a capital-funds drive, with a goal of $7 million by
1977 and $10 million by 1980. He became so preoccupied by fund-
raising efforts involving travel that in 1974, the trustees directed
him to hire an on-campus executive assistant. When he resigned
in 1975, he had raised less than $1 million, all of which was applied
to the accumulating operating deficit.

In the interim year, enrollment skidded to 542 FTE, an unmis-
takable sign that the college was in deep trouble. Rumors of its
demise gained credibility with potential students, and no progress
was made financially.
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About Face

The trustees chose as the new president a woman with extensive
administrative experience at financially troubled institutions, first
at a large and prestigious liberal-arts college and then at a large
public university. She has a degree in administration, and her
management skills are complemented by forthrightness and
decisiveness as well as keen judgment about how to capitalize on
opportunities. By enthusiastic consensus, she is accorded virtually
all of the credit for saving and revitalizing the college.

First she made it clear that the college would thereafter live
within its means. She asked the trustees to disapprove the deficit
budget for 1976-77 that she inherited and showed determination
to put the college in the black. She explained the financial facts of
life to the faculty and staff, convincing them that they should help
find ways to cut expenses. She initiated a control system for long-
distance calls and stopped the practice of providing staff with free
lunches. At the end of her first year, a $100,000 surplus was posted.

The new president was entitled to reside in an elaborate,
expensive-to-maintain residence owned by the college. Instehd,
she recommended that the trustees approve the sale of the prop-
erty, thus demonstrating her willingness to be personally bound
by the economy discipline she was enforcing throughout the
campus. On the other hand, she regarded the impending closure
of the adjacent college as a capital opportunity. Amid rumors that
the land might be acquired for uses that Enterprise would regard
as highly undesirable right next door, she found the money to buy
it. The $1 million came partly from a gift by a wealthy alumna and
partly from resale of a part of the acquired land to a loci:
community group. The acquisition scotched the rumors that
Enterprise was moribund and also proved to be a sound invest-
tnent. Maintenance costs have been held to a minimum, and
plans are being developed to renovate some of the buildings to
meet increasing needs for space at the college.
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Jackpot

By 1978, enrollment was up to 585 FTE, and in the following
year, it leaped nearly 22 percent, to 710- -the level of the sixties.
Part of the increase resulted from establishment of a degree
program for adult' women in a large city 100 miles from the
campus. The faculty at first was concerned about quality of
instruction. Academic management of the program was there-
upon turned over to the faculty,- which has made all policy
decisions and exercised continuing oversight. The program now
has 140 FTE students and already has graduated close to 100. The
faculty is well pleased with the quality of both students and
programs. Moreover, the venture produces income for main-
campus operations.

However, the increase in enrollment has not been the primary
means of putting Enterprise on a sound financial footing. In fact,
reliance on tuiciln revenue has been substantially reduced;
tuition accounted for nearly two-thirds of the operating budget in
the early seventies but for less than half of the budget in recent
years. This has been possible mainly because annual gift income
has more than doubled and the endowment has quadrupled.
Income rose from $2 million in 1974 to $8 million in 1982, and
endowment income now accounts for 9 percent of total revenues.
Grants and contracts, which produced virtually no income prior
to 1977, totaled $623,000 in 1980 and have been established as a
significant, continuing source of income. In addition, the $10
million capitl-funds campaign begun in the early seventies has
been completed.

Seek and Ye Shall Find

The financial success of the college derives mainly from the
president's cultivation of foundations and her ability to stimulate
interest in the college among its alumnae, some of whom have
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great personal wealth. In 1976, only 17 percent of the alumnae
contributed to the college. In 1981, Enterprise led the nation's
colleges for women in increased alumnae giving. Alumnae have
become trustees and increasingly participate in college activities.

The current president also created a new constituency for the
collegeexecutive officers of major corporations across the
country. The college solicits their advice, sends proposals to their
foundations, and invites them to give regular seminars to business
students at Enterprise. These efforts have created great good will
among the executives and gained important direct support
through their donations of time, money, and expertise. The presi-
dent also puts a lot of time into direct foundation contacts.

Enterprise restructured its relationship with the founding
church in 1965 to become more independent. But the church has
continued to be well represented on the board of trustees. In
recent years, the board has been strengthened by the addition of a
number of corporate executives and wealthy alumnae, and it is
said to represent an "incredible" asset in terms of ability, wealth,
connections, and concern for the welfare of the college. The
current president's opposition to deficit spending .-from the
moment she took office won the board over, and the trustees have
firmly supported her administration ever since.

She was not so well received in the town at first. Local business-
men and leading citizens, little experienced in dealing with profes-
sional women, were taken aback by her forceful style. And when
she insisted on competitive bidding to supply the college with
goods and services, she alienated a number of individuals who had
long received the college's business as a matter of course. Her
success has erased most of the negative feeling, however, and
town-and-gown relations are now quite good. Enterprise makes
many of its facilities available to the community, which makes
substantial use of them.

99

107



Ellen Earle Chaffee

Changing with the Times

Financial recovery at Enterprise has been accompanied by
important, though never radical, changes in academic programs.
In 197445, a major faculty study led to more interdisciplinary
courses, competency-based grading, no specific course require-
ments, more concentration on experiential learning, and reorgan-
ization of academic departments into five divisions. Only three
liberal-arts majors have been eliminatedGerman, educational
psychology, and psychological services. Majors have been added
in business management (which now enrolls 20 percent of upper-
classwornen who have declared majors), arts management, social
work, and mass communications, and a computer-literacy
component is offered. All these new programs include strong
liberal-arts requirements, with two good effects: (1) liberal-arts
offerings are maintained for their educational merit, rather than
depending on popularity with students, and (2) it sa4sfies both
faculty and alumnae expectations that Enterprise will remain
committed to its traditional mission of liberal-arts education.

The strength of the college's academic programs and faculty is
reflected in gains not only in enrollment but also in retention.
Fifty-three percent of the class of 1977 graduated in four years; the
proportion was 61 percent in 1981. Admission standards declined
in the seventies, with average SAT" scores of entering freshmen
dropping 120 points. Reversing that trend is a priority concern of
the current administration.

Exceptions Taken

The faculty view of decline and recovery at Enterprise is some.
what equivocal. Since 1976, a cap of .54 FTE faculty has been
imposed. All program change must be accomplished within that
number and through limited use of adjunct faculty (who now do
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about one-quarter of the teaching). In 1977, the new administra-
tion set a goal of 60 percent for the proportion of faCulty who may
be tenured. The faculty opposed this. But the policy hai not
created trouble, and the current tenure rate for full-time faculty is
only 52 percent.

During the years of financial stress, deci onmaking became
fairly centralized at Enterprise, creating fu they faculty discon-
tent. A new academic dean was appointein 982, and the faculty
is hopeful that decisionmaking will Deco e more participative.

More than half the faculty hold terminal rees in their fields,
but most feel captive at Enterprise,: in vi of the generally
depressed market for college teachers. spite this and other
lingering eddies of dissatisfaction, the facility is notably loyal..to
Enterprise and genuinely grateful to the current president for
having secured the survival of the college. In addition,.they have
directly benefited: salary increases for faculiy averaged only about
5 percent a year from 1972 throtigh 1979, but since then increases
have averaged 10 percent a year.

A Tight Ship

Under the current president, the administration of Enterprise
has been extensively overhauled. Op ly the registrar remains from
the previous adtriinisttatibn. New 'people were named to head
business affairs, development, and student affairs. All are experi-
enced professionals in their fields. The business officer has been
exceptionally effective; skilled in financial management, he also
has shown keen Understanding of the substance andprocesses of
academic life and purposes.

The endowment is managed by a professional investment coun-
selor, whose decisions have enabled the endowment to perform
better than the Standard and Poor% index. He works closely with
trustees who are themselves investment professionals.
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The current administration has improved computing capacity
and makes far greater use of data and analysis in management
than former administrations have done. The administration
now uses planning models, on the order of the EDUCOM and
NACUBO models. A goal now is to develop market research,
especially with reference to students and donors.

In the past, .little budget control was exercised at Enterprise:
expenditures were charged to whatever account had enough
money to cover them. Accounting is now precise. Budgeting also
has been reformed. Zero-based budgeting is used for program'
areas, such as laboratory sciences, that typically have high annual
capital needs. All capital purchases, down to calculators, have
been taken out of divisional budgets so that such funds do not
inadvertently become part of budget bases. And when enrollment
prospects are uncertain, alternative budgets are prepared on the
assumption of an increase, a decrease, or no change in enrollment.
When enrollment figures are known, the appropriate budget is
brought forward.

Commentary

Most of the lessons inhering in the experience_of Enterprise
College with. decline and recovery are confirmed, some of them
often, by the exp.:rience of other colleges covered by this study.
Enterprise was not unique in discovering that a drop in enroll-
ment may reveal problems that it did not cause. The fact that
experienced,' well-trained, talented management can do worlds
to save money in the aftermath. of poorly administered growth
certainly occasions no surprise. At Enterprise and elsewhere, we
see demonstrated the value of symbolic actsin this case, the
purchase of the adjacent campus in the midst of a financial crisis
in refurbishing the public image of a troubled institution. More
than one school has found that it can identify and attract new
constituents, both to build enrollment and gain valuable support.
Finally, Enterprise and similar institutions have discovered that
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wealthy alumni and friends had not made substantial contribu-
tions only because they had not been asked. From an academic
standpoint, Enterprise is one of many schools that have found
ways to modernize curricula without destroying traditional
commitments to liberal-arts education.

What is singular in the experience of Enterprise is a matter of
epitome: .

Here most clearly, most unequivocally, recovery was the
work of energetic and courageous executive leadership.
The point is not that it took a woman president to save a
women's college. She did nothing that a similarly capable
and imaginative man could not have done, and one does not
hear her cited at Enwprise as a glowing example of what a
woman can accomplish.

She impresses colleagues with her ability to develop and
maintain a critical perspective and with her conceptual skill.
She is adept at matching People and ideas in imaginative and
productive ways. A no-nonsense manager, she requires top
performance of everyone. and insists On strong financial
control at every organizational level. The president finds and
attracts able individuals to key administrative posts. Her
verbal and persuasive skills can carry even an inherently
skeptical group along with the point of view she is expressing.

It is worth noting that this president spends most of her
time with constituents external to the college. She has never
involved herself in academic matters except to get the adult
degree program under way and to encourage development of
the business management program. Her administrative role
is largely confined to ensuring continued 'competency of
other top administrators and making sure that the budget is
sound and under control. In all internal areas, she empha-
sizes quick responses to early warning signals, shifting plans
as need be to avoid short-term problems that could become
longterm. Most of her personal attentidp has been given
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to improving the membership of the board of trustees and
on building relationships with alumnae and corporate
executives.

She is able to do this because she has built a highly effective
team to run the college day to day and she doesn't breathe
down necks. Her expectations of excellent performance
begin with herself. At times she may be praised by colleagues
at Enterprise College with faint damnsbut never the
reverse.

k;)
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Harmony College

Summary

Harmony has been des4ribed as "a small, intimate, con-
cerned college in a setts pg of almost incomparable beauty

near a large metropolitan area." FTE enrollment in 1981-82

totaled 1,090, including 810 full-time students. About half of the
resident students receive at least some financial aid. The endow-
ment is small, but so is plant indebtedness.

The Catholic Order of Sisters who founded Harmony in the last
century as a two-year College for women still controls the adminis-
tration and provides a number of faculty, and Harmony has
remained true to its liberal-arts tradition. But it seeks to meet the
educational needs of a brOld range of constituents, most of whom
are career-oriented and many of whom are employed adults
enrolled in continuing-education programs. Since the early 1970s,
the college has enrolled proportionately more adults, more
business majors, more graduate students, and more foreign
students.
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Harmony's admission standards are not regarded as selective,
but they are improving steadily. Undergraduate programs include
such subjects as computer science and interior design, but all have
a core of required liberal-arts studies. Master's programs are
offered in business and in education. Harmony's program orienta-
tion is Catholic, ecumenical, value-conscious, career-directed,
and reflective of humanistic concerns.

Harmony became a baccalaureate institution in 1951 and
became coeducational in 1969. Men now constitute about 40 per-
cent of the resident student body. The pastbaccalaureate evening
program for teachers, established in 1965, caused head-count
enrollment to double in a year's time. 'The 25 percent decline in
FTE enrollment over the four years 1973-76 mainly reflected a loss
of part-time adult students. Over the next five years, enrollment
steadily increased. Enrollment in 1981 totaled 1,100, including 810
full-time students.

Harmony weathered its enrollment decline without major insti-
tutional disruptions because the college's administration and !
faculty have a long history of cooperative effort to identify and
respond to changing program demand. By mandate, the president
of the college is a member of the founding religious order. But this
religious affiliation has not rendered Harmony hidebound.

When the number of women graduates of Catholic high schools
in the region declined, Harmony admitted young menand
recruited male faculty. When a need for continuing education
developed in the community, Harmony met it. When part-time
enrollment sagged, Harmony made program changes that in good
time and order reversed the trend.

Revenue decline was sensibly managed, without loss of institu-
tional stability or mission integrity. Harmony's accomplishment is
an object lesson in the value of strategic planningwhich the
institution seems to have developed naturally, on its own, long
before the concept was formalized for use in higher education.
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Winds of Change

For close to a century, Harmony was essentially a finishing
school for women, emphasizing fine and liberal arts. The first
major academic change came in 1951, when Harmony established
a resident baccalaureate program. In 1965, Harmony opened an
evening division, primarily to serve the continuing-education
needs of men and women teachers in the area. These postbac-
calaureate courses were immediately popular, and Harmony 's
head-count enrollment doubled in just one year.

In the late sixties, Catholic high schools in the region began
losing enrollment, thus reducing the pool from which Harmony
had tong drawn most of its resident women students. In 1967,
faculty, students, alumnae, and trilgtees began a long deliberation
about whether Harmony should become coeducational. With an
affirmative consensus, Harmony admitted its first male students
in 1969, before any loss of students in the residence program.
Harmony was the first women's college in the area to become
coeducational; it accommodated the change by increasing athletic
activities and hiring more male faculty and adding men to the
administration.

The continuing popularity of the evening division prompted
Harmony to establish full-fledged master's programs for teachers
and business majors. The college also began offering courses off
campus, but this effort has remained limited, and Harmony has
remained a single-campus institution. The college does offer a
number of televised courses through an area network.

Firm Footings

Harmony has made many program changes during the past 20
years, but each change was initiated cautiously and had its roots
in past practice at the college. The liberal-arts core curriculum for
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baccalaureate degrees has been retained. But career-oriented
education is a stated aim of the college, with traditional emphasis
on the fields of education, business, home economics, and social
service. Today's interior-design major grew out of home
economics; the computer-science major grew out of the business
and mathematics programs. The management-oriented business
program had its beginnings in a secretarial program. Career
development is stimulated by a requirement that all students earn
at least three credits through study or practice relating directly to
career opportunities in their field. Policy as well as practice regard-
ing changes in academic programs at Harmony can be summed up
as "anticipatory aaaptation."

The basic criteria for program changes are need, the capacity of
the college to provide sufficient resources to support the program,
and cost-effectiveness. Need is substantiated by student demand,
employment opportunities in the area, and assessment of offerings
at neighboring colleges. Each new program is launched with full
determination to make it succeed, balanced by full readiness to let
it go if it does not meet expectations. Accordingly, Harmony has
dropped a number of off -campus courses, as well as programs in
home economics, social welfare, and environment/outdoor
education. Most programs are started by offering a course or two
taught by part-time temporary faculty or temporarily reassigned
regular faculty. When programs do not pan out, usually they are
cut before they can become entrenched through tenured faculty
and other factors.

Planning ConsultantsLook and Learn

Since about 1978, consultants on strategic planning in higher
education have been operating all over the country. They offer
various systems for introducing the strategic-planning process in a
college or university, but they have in common the aim of achiev-
ing a simultaneous match among three key institutional factors:
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mission, resources, and environment. Though brave sounding,
these strategic-planning systems seem artificial and superficial
when compared with what Harmony has been doing for decades.
At Harmony, each potential change in the environment affecting
students and employers is examined in the light of the mission of
the college and its capacity to implement and sustain an appro-
priate program change. We found no particular planning process
to accomplish the basic aims of strategic planning, but there was
plenty of evidence that program change has long been planned
and implemented in the manner prescribed by the lately visible
experts.

Planning works at Harmony College because the attitude that
"we're all in this together" prevails among faculty, staff, and
administrators. Everyone seems to recognize a single top priority.
It is to provide students with an,education that will enable them
not only to make a good living but to make a good life. In conse-
quence, ways to improve educational and personal services to
students are constantly being sought.

A T ove of Teaching

As a liberal-arts institution of modest size in an affluent urban
area, Harmony has no difficulty attracting highly qualified faculty.
Some are spouses of faculty at neighboring major research univer-
sities. All choose Harmony because they love to teach and prefer
a small, intimate institutional environment. Only a few of the
faculty are members of the founding order. But their personal
characteristics and the values of the order expressed through them
are important themes in the life of the college. The return to the
college by the order of a sum equivalent to the salaries paid its
teaching members is called a "living endowment." The lay faculty
are said to he equally dedicated to the values of the order and to
the college itself.
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Seventy-nine percent of the full-time teaching faculty have
doctorates, and about three-quarters of the teaching is done by
full-time faculty. Fewer than half have tenure. Part-time faculty is
large enough to provide the flexibility needed for program change.
Part-time faculty also provide diversity for small departments.

The positive faculty attitude toward change provides another
kind of flexibility. Generally, any change that will benefit students
is welcomed. When, for example, it became clear that the home-
economics program was no longer viable, the home-economics
faculty concurred in the decision to phase it out. The faculty at
large was as much concerned with helping the administration
cope with the situation as it was concerned about the welfare of
directly affected faculty.

A Fit Survivor

Harmony is in a populous area that supports a great many
public and private postsecondary institutions. There are three
community colleges in its county, but Harmony is the only
four-year college. It also is the only college where students from
several adjacent counties can complete a four-year degree through
evening study. In consequence, Harmony attracts a number of
transfer students from the nearby community colleges.

While Harmony has succeeded in swimming against the tide,
other small liberal-arts colleges in the area have not fared so well.
One closed in the seventies, and several others appear to be ailing.

The Roller Coaster

In the years before Harmony established its evening programs,
it primarily served middle-income students. Its energetic efforts,
beginning in the mid-sixties, to serve a broader socioeconomic
spectrum of students, were significantly helped by federal and
state student-aid programs. Tuition was kept relatively low
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through the seventies, and full-time enrollment remained fairly
steady through most of the decade before rising to about 650 in
1979. Total FTE enrollment stood at 800 in 1973, dropped to a low
of 600 in 1976, then rose sharply in 1977 to 775, in 1979 to about
900, and in 1981 to 1,100. Most of the variation represented
changes in part-time enrollment of working adultsthe clientele
that accounted for the 100 percent increase in head-count enroll-
ment in the mid-sixties, when the evening postbaccalaureate
programs for teachers and business majors were established.

Weathering the Breeze

Harmony College has a place in this study because it experi-
enced a net decline in total revenues between 1973 and 1976.
Expenditures exceeded revenues in 1972, 1975, and 1976. Subse-
quently, the college has been able to balance the budget every
year, and in 1981 the college had no accumulated operating deficit.
The largest annual deficit, incurred in 1975, was $100,000. In
contrast with most of the other institutions in this study,
Harmony was not thrown into crisis by four years of revenue
decline. In fact, some people closely associated with the college
were not aware of serious financial difficulty. The $100,000 deficit
in 1975 was managed largely through economies in areas outside
the education and general operations budget, where cuts would
have been most obvious to the general college community.
Indeed, educational and general expenditures in 1975 were 20
percent higher than in 1972, although revenues were only 5
percent higher and total expenditures only 9 percent higher. And
a projected half-year salary freeze was not implemented.

Savings were achieved principally in institutional support and
auxiliary enterprises. Tuition revenue actually rose, though not
sufficiently to offset increased expenditures. Revenue from
endowment also rose. But no increase in gifts or endowment was
achieved, and grant funds dropped temporarily.
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Level-Headed Leadership

Harmony's president must be a member of the founding order.
The Sister who served as president from 1956 through 1980 was
deeply devoted to the college. Her executive style was marked by
optimism, industriousness, and decisiveness. She believed in
balanced budgets and was reluctant to finance capital improve-
ments by borrowing.

The transfer of executive authority in 1980 was accomplished
with virtually no disruption of the administration of the college.
The new president is relatively young but has had a good deal of
administrative experience, including prior service at Harmony.
The retiring president and her successor worked side by side in the
president's office for several months. During that time, the new
president visited each member of the governing board to discuss
her priorities and theirs. The retired president still lives on campus
and still advises and provides assistance to the president's office,
primarily with external relations.

Some administrative turnover has occurred since the new presi-
dent took office, but in general her administration appears to be in
the tradition of her predecessor.

The academic dean, also a Sister in the order, has served in this
capacity at Harmony for many years. She continues as before,
assiduously gathering and absorbing information about program
demand in the region and thus exercising great foresight about
needed program changes at the college. She is well trained in the
planning and management aspects of administration and makes
good use of that training. Her annual reports include a consider-
able amount of historical and comparative enrollment data, as
well as information on status and changes in physical facilities,
curriculum, student services, faculty, administration, and goals.
She analyzes these data to ensure that the college sets appropriate
goals and achieves them. For example, she established by
empirical analysis that a 1:20 faculty-student ratio is necessary for
a program, and for the college as a whole, to be cost-effective.
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Recently, she surveyed representatives of more than 100
businesses in the area for reactions to the utility of a proposed
computer-science program.

Building the Team

In 1975, a former auditor for the college was named comptroller.
Before then, the business office had been staffed entirely by
individuals who had no specific training for their tasks. The
comptroller initiated a number of budget-control measures as
well as a deferred-payment plan for students4.he seems to have
centralized financial decisions more than some thought wise. In
1980, a vice-president for business was hired. He is seeking to
reestablish communication and shared decisionmaking regarding
the college budget.

The development function was staffed on an ad hoc basis, if at
all, before 1975. At that time, a part-time professional develop-
ment officer was hired and givers a budget of $40,000 to $50,000 a
year. He consistently raises °yell million a year.

The admissions office was established in 1967, and since 1968
has been under the direction of an alumna. The admissions office
stresses honest recruitment, making sure that potential students
get an accurate picture of Harmony and what it has to offer them.

The continuing-education.director appointed iri 191, after the
death of the much -loved woman who had built up the evening
division, places high priority on student satisfaction with instruc-
tion. In her first semester on the job, she visited four classes after
hearing student complaints.She required one professor who had
missed several classes to Schedule extra sessions. If she finds that
student complaints are Justified and not'so readily remedied, she
does not rehire the instructor.
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The of Aid

Harmony College did not fully participate in federal student-aid
programs as early as it might have. The college benefits from a
state student-aid program; in 1981, 20 percent of Harmony's
students received state aid, totaling $220,000. In all, about half of
Harmpny's students receive aid from one source or another.

Federal and state aid and the contribution of the Sisters' salaries
,from the order were important factors in the college's successful
effort to serve a broader socioeconomic spectrum of students than
it once had done. Tuition was kept relatively low through the
1970s, which also helped maintain wider access.

But sharply rising costs forced Harmony to raise tuition a total
of 42 percent between 1980 and 1982 In consequence, the ceiling
on state aid no longer reaches higher than Harmony's tuition rate.
And federal aid levels are in doubt, year to year. So the college has
begun to seek foundation support for student aid, giving this
purpose high priority in development efforts.

Two in One

During the long period in which Harmony was basically a
women's college, the college had both a board of trustees, con-
sisting mainly of Sisters, and a lay board of regents with essentially
advisory functions. In the mid-1970s, these groups merged to form
a governing board. The board of trustees meets separately only
wbm legal arrangements in the charter require it. The regents are
important for their connections in the region as well as their
personal assets. Under the merger with the trustees, they are able
to play a larger role in college affairs.

Despite forebodings caused by the rec.nt tuition increases and
the status of available financial aid, ti college community collec-
tively seems' cautiously optimistic about financial affairs at
Harmony. One reason is that the financial contributions and the
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leadership of the governing board are regarded as excellent since
the merger of the trustees and the regents. The chairman of the
governing board is board chairman of one of the largest corpora-
tions in the United States.

Building Wisely

The Harmony campus of 100 acres today has 32 buildings, most
built before 1970. Many have been recently renovated and others
are scheduled for renovation as funds become available. Anticipa-
tory adaptation at Harmony is reflected in the fact that residence
halls built in 1966 provided apartments rather than dormitory
rooms. This proved highly attractive to students, and Harmony
was a decade or more ahead of most campuses in this respect. The
residence halls were financed with 50-year bonds at 3 percent, on
which the college still owes $50,000. More than $1 million was
raised and spent between 1978 and 1982 to renovate the residence
halls. The college recently received a $100,000 grant for science
equipment and minicomputers for instruction. And $200,000 has
been raised to modernize the science facilities.

Ten years ago, the value of Harmony's endowment was
$200,000. The endowment is now valued at more than $1.6
million, much of the increase coming in the past three years.
Harmony is cultivating business and community leaders and
potential major donors as friends of the college. College facilities
are made available for community use. The periodic revision of
academic programs to meet the needs of students and the
employers in the area is the point of departure for all the college's
efforts to integrate itself into the life of its immediate community
and nearby towns.

Harmony's alumni roll is small. And since many graduates of its
strong continuing-education program have gone on to teaching
or public service, their potential as major contributors is small.
Nonetheless, Harmony has a growing alumni program.
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Commentary

In one sense, it is inappropriate to try to 'describe the causes.of
decline at Harmony and the college's responses. Except for a. few
top administrators, no one perceived decline at Harmony. Any
financial difficulty caused by declining revenues was minor in its ,

effects on the collige. Harmony's experience is most interesting
for 'what it implies about the role of anticipatory, incremental

.v strategic decisions as possible preventive measures fOr decline.
One overarching lesson emerges:

A college can make major academic changes that appeal to
new clientele while remaining true to its mission: During
the past 15 years, Harmony has offered its first graduate
programs and its first nonresidential baccalaureate degree
program in seven fields. It has gone into the field of business
management through the MBA degree with great success. It
has expanded greatly its explicit and implicit career-oriented
programs. The clientele to whom these changes are designed
to appeal is vastly different from the women undergraduates
in liberal arts who used to make up the student body.

These changes have succeeded in part because college
personnel have proved exceptionally shrewd in determining
what programs were needed in order to appeal to sets of
potential students whom they had not tapped. Equally
important, perhaps, is the fact that the college attempted
virtually nothing with which it had not had some kind of
prior history. This enabled participants in the changes to feel
that they understood how the change fit with the overall mis-
sion of the college. It also enabled the college to profit from
what participants had already learned about the direction in
which Harmony was moving. At the same. time, Harmony
responded to the increased need among students for career
preparation without losing sight of the value of a liberal
education as it has been traditionally understood.
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Conclusion

In the introduction, I briefly surveyed the major characteristics
of the higher-education environment in the seventies, which

contributed to decline and then affected recovery efforts at the
colleges included in this study. At this point, a fuller understand-
ing of that collective institutional experience may result if we .

consider, again in summary fashion, the principal features of the
environment that existed for higher education in the fifties and
the sixties. I suggested at the outset that one should not attribute
decline at the colleges in this study merely to poor executive fore-
sight and rash fiscal behavior. Many administrators must cringe
nowadays at a line item in the operating budget to cover debt
service on half-empty dormitories. They should`try to recall what
things were like when those dorms were built in the late sixties.
On most campuses, three students lived in quarters originally
meant for one or two. At more than one institution, some new
students bedded down in sleeping bags and on cots, until tempo-
rary housing could be found. America's colleges and universities
were badly overcrowded in the late sixties, and that condition
demanded response. Our case studies testify that the manner of
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response, rather than the fact of response, was the major deter-
minant of the depth of the decline that followed and the extent of
ultimate recovery. So let us here briefly recall the social, political,
and economic developments that created those enormous expan-
sionary pressures.

The Calm and the Storm

Higher education in the United States historically has been
frugal and slow to grow. The traditionally cautious approach to
expansion was well exemplified in the years immediately after
World War II, when some two million veterans enrolled undt r the
G.I. Bill. Warsurplus quonset huts and barracks were used to
house the veterans and their young families on campus, and very
little permanent capital construction was undertaken to accom-
modate what was viewed as a transient bulge in enrollment. And
college enrollment did remain relatively stable during the fifties.
One reason was that the 18-24 cohort (born 1936.42) gradually got
smaller-16.1 million in 1950 and 15.1 million' in 1958. (This
cohort totaled 23.7 million in 1970, because of the baby boom
after World War II.)

The percentage of hightschool graduates entering college rose
and the size of the age 5-17 cohort steadily increased (30.8 million
in 1950, 43.9 million in 1960) during the fifties. Taken together,
these trends pointed to, a substantial increase in the demand for
college places in the sixties. But less foreseeable factors, beginning
with the launching of the Soviet Sputnik satellite in 1957, were to
escalate that demand beyond the most sanguine expectations.
The National Defense Education Act initiated a pe,riod of
unprecedentedly liberal federal aid to education, through various
channels. Huge increases in funding for campus-based scientific,
technological, and social research were included. President John
F. Kennedy's crash program to put a man on the moon and the
rapid expansion and sophistication of weapons technology
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created unexampled demand for education in virtually all scien-
tific disciplines and related professional fields. At the same time,
higher education came under an urgent mandate to extend access
to racial and ethnic minorities, including those not adequately
prepared for college-level work. Universal access became a broadly
espoused and politically charged ideal, if not quite a formal
national goal. Perhaps as strong as all of these lines of force
together was the development of widespread public belief in the
efficacy of higher education. By the mid-sixties, a college educa-
tion was regarded in middle-class America as the normal next step
after high school, and this expectation was clearly communicated
to state legislatures. To all of these incentives for a college educa-
tion was then added, for large numbers of young men, an earnest
desire to escape military service in Viet Nam by attending college.

A Growth Psychology

The cumulative tide of demand overwhelmed not only the
physical and faculty resources of the higher-education enterprise
but also the inertia of its traditional conservatism. John
Kennedy's promise to get the country moving again and Lyndon
Johnson's vision of the Great Society made stability seem
synonymous with stagnation. In such an atmosphere, and in the
face of demands for admission the like of which had not been seen
even in the G.I. Bill days after World War II, one can hardly blame
private colleges for adopting an expansionist outlook.

We should acknowledge the failure of all sectors of higher educa-
tion to temper long-range expectations of growth on the basis of
the sharp downturn in the birth rate after 1960. But this was not
prima facie evidence of wishful blindness. Enrollment expanded
in the sixties far beyond the level that could be attributed to the
postwar baby boom. It did so because increasingly liberalized
access effectively became a matter of social policy. Any fair
consideration of the causes of a period of protracted decline at
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small private colleges in the seventies must proceed with the
understanding that expansion by private colleges in the sixties was
not on its face unreasonable or reckless. Nor is it fair to say that
precipitous decline, with its accompanying financial stress, was
proof of an untoward lack of foresight into national developments
and trends in the demand for higher education. Some of the
external cause of decline were not reasonably foreseeable, and
some were not inevitable.

Money for the Asking

At this point, it would be good to look at some of the financial
aspects of the profoundly changed environment that the sixties
presented for small private colleges. The greatest contrast with the

6 past, perhaps, was in the availability of credit, in several forms
long-term, low-interest federal loans to construct dormitories,
long-term loans from commercial banks to finance new facilities,
and short-term bank loans to cover operating deficits. The
emergence and proliferation of the credit card signified national
acceptance of the concept of a credit economy secured by the
prospect of growth. Mortgaging the future replaced saving for a
rainy day as the norm of financial practice in America..Moreover,
even a small institution has a substantial impact on the economy
of its immediate surroundings. So growth at the local college was
a welcome development in the business community. It is the
business of banks to supply the credit needed to promote local
business. As a result, small private colleges had little difficulty
floating loans, even if they were not regularly posting an operating
surplus with which to finance capital construction. Vtle. have seen
this to be true even for colleges that time to time were posting
substantial deficits that had to be covered with short-term loans.

Another major change in the financial picture throughout
higher education was the new availability of substantial federal

124



CONCLUSION

student-aid funds, in some instances supplemented by state
programs. Traditionally, enrollment at private institutions was
limited by the ability of qualified students to pay and the college's
ability to make up individual shortfalls with scholarships, grants,
and loans. Typically, economically disadvantaged students had to
compete for institutional aid on the basis of academic merit. But in
the sixties, almost any needy student who could meet a private
college's minimum admission requirements could also qualify,for
substantial government aid under one or more programs. Thus
growth in enrollment did not demand a concomitant increase in
an institution's ability to provide student aid. Nor did it require
the institution to lower its admission standards. In effect, the
availability of student aid from public funds created a whole new
constituency for liberal-arts colleges in this country.

Hindsight reveals that extensive use of credit and reliance on
massive federal student-aid programs trapped many small private
colleges: they began to rely on the tenuous assumption that every
year would be more prosperous than the previous one. When the
economy and enrollment trends undercut that assumption in the
1970s, all colleges were jarred. At colleges where administrators
had neglected efficiency concerns and encouraged unchecked
expansion, decline was severe, usually life threatening, and
recovery was harshly difficult and drawn out.

Our case studies show that the fate of a small private college
often is not determined by national or regional trends so much as
by its own conduct. The late seventies and early eighties are
generally characterized as a period of retrenchment in American
higher education. Yet for some of the schools we haVe looked at,
this has been a period of recovery and resurgence. The one
unequivocal conclusion that seems dictated by the empirical
evidence of these case studies is that for better or worse, the
colleges themselves were the principal architects of their own
futures. The institutions whose progress out of decline has been
more tenuous cannot' blame their troubles on the stars. That
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being true, we should be most concerned, . retrospect, to
determine the common elements in the process. and progress of
events among those colleges at which decline was a rude awaken-
ing rather than a crippling blow.

Bimodal Strategy

My own analysis of these cases leads me to conclude that the
progress of recovery was largely determined by the college's ability
to adapt itself to its environment and by its skill in employing
interpretive strategy. I see the ability of an organization to adapt to
its environment as a necessary but not sufficient condition for
recovery. All of our colleges made adaptive changes in response to
environmental conditionschanges in program offerings, modifi-
cations of program content, and changes in institutional policies.
Administrators and faculty thought specifically about the insti-
tution's markets and its relationship to those markets. At the
more successful schools, informal communication networks arose:
individuals could look, listen, and compare notes with others
about signals from the environment and what they meant for the
college. In these small, relatively homogeneous institutions,
adapting did hot require elaborate management-information tools
or systems. It did require a willingness to become aware of and
respond to what was happening in the world around the college.

Recovery also required the use of interpretive strategy, which
involves something that may be termed "the confidence factor."
Relative skill in employing interpretive strategy was the critical
difference between the schools that recovered fairly quickly and
fully and those that did twit. To the extent that the stories of these
colleges are the stories of their presidents, the concept of inter-
pretive strategy explains why. Unfortunately, the concept eludes
concise definition.
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Interpretive strategy is grounded in the social-contract view of
organizations. This view discounts the importance of organiza-
tional goals, focusing instead on the goals held by the various indi-
viduals and interest groups that choose to associate with the
organization. Social-contract theory holds that an organization
prospers as long as sufficient numbers and types of individuals and
groups choose to participate in and contribute to the organization
in various ways to generate the benefits they value. Implicit in this
theory, of course, is the need for organizational goals to be broadly
compatible with the goals of constituentsa notion that may be
truistic, but in application it is anything but simplistic.

The Subjectivity of Success

In the social-contract view, then, the critical difference between
colleges with similar programs, such as the colleges in this study, is
the extent to which constituents have confidence that a given
college will pay off as expected, in all of the diverse ways necessary
to satisfy the multiplicity of constituent goals. Constituents, or
participants, include parents, faculty, students, staff, donors,
townspeople, legislators, potential students, and others. Each
group has both role-related and personal priorities. The variety of
expectations means that virtually every aspect of the college must
inspire confidence. The purpose of interpretive strategy is to
establish the credibility of the organization with its constituents
to create this confidence. During the 1960s, colleges enjoyed
unearned credibility as they grew effortlessly in enrollments and
revenues. Moreover, colleges found it unnecessary to pay atten-
tion to the confidence factor at a time when all of society
embraced the notion that growth is progress. Perceptions of a
college were formed largely on the basis of the size of its student
body, its applicant pool, and the extent of its growth during the
previous year. So long as growth was obvious, constituents tended
to assume that the organization was strong and effective in many
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other ways. The general assumption that all was well included
those aspects of the organization that particularly interested indi-
vidual constituents. Little or no accountability was demanded or
expected. In such an atmosphere, faculty, administrators, and
trustees concerned themselves more with options than values.

The Beholders' Eyes Narrow

When growth stopped, confidence collapsed and suspicion
arose: perception and meaning became acute issues. At Enterprise
College, for example, it is difficult to pinpoint specific changes that
seem likely to have precipitated decline. Neither revenues nor
enrollments were so drastically reduced that closure was immi-
nent. But the perception of decline, augmented by the rumors of
closure, speeded deterioration of the situation. Conversely, the
herculean efforts of many people to restore the viability of Rally
College were aimed almost exclusively at restoring the confidence
of townspeople and church leaders in the credibility of the
organization and its leadership.

The single most important implementer of interpretive strategy
is the president. The president is not only the dominant figure
when key decisions are made and important things are done, but
also the personal embodiment of the organization. The language
conveying the organization's identity and hopes comes from the
president. Some presidents are better than others at capitalizing

on these opportunities.
Presidents who effectively used interpretive strategy showed

great personal sincerity and dedication. They told the truth and
they had strong communication skills. Their tone was one of
sensible optimism. They were committed to a few immutable
ornerstones, such as the integrity of the organization's purposes

iond the worth of the people of the college. They communicated
)their commitment and confidence to those who could provide the
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resources necessary to maintain institutional integrity and protect
the people of the college.

If the college adapted to its changing environment, the presie
dent structured and explained such changes as extensions of.,
familiar 'activities and values. Thus when expenditures had to be
cut; the president made it clear that minimizing human costs was a

- central factor in the inevitably painful decisions. But situations
threatening to the credibility of the organization were not
tolerated.,

Effectivr preEidents also surrounded thems'elves with the most, /
able administrators they.could find. For example, several colleges
had employed vice-presidents for business and finance who were
incompetent. Effective' new presidents quickly replaced them,
knowing that the change would not only help rationalize the
financial situation but also would enable the college to present
itself truthfully to potential donors'as reliable and efficient.

Taking steps such as those I have outlined enabled effective
presidents to win the support of faculty, staff, and students. And
by putting their houses in order, these presidents gained solid
ground for stimulating support from dormant external consti-
tuents. They were able to show prospective students and donors
that each could have confidence in the ability of the college to
provide high-quality programs, to produce a high yield of value for
each dollar invested, and to meet other individual goals.

This Above All

When all due allowance is made for the effectiveness of adaptive
and interpretive strategy, we still must acknowledge the transcen-
dental importance of questions of value. Under the painful and
protracted stresses of recovery, a college must have no doubt
about the foundation on which its integrity rests. If educational
values are subjective when stated in the abstract, they certainly
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find objective form and expiession in the institutions we call
colleges and universities. The sixties were an anomalous period of
plenty in American higher education, a time during which the
time-honored habits of frugality proved easy to break. For as
Samuel Johnson said: "He who may live as he will, seldom lives
long in the observation of his own rules." But when frugality and
prudence and fortitude regained their former stature as organi-
zational virtues, impelling motivational issues arose. .Recovery
involved a reexamination of purposes and a reaffirmation of faith
in the college as an institution worth saving and serving.

The confidence factor gives tensile strength to all of the invisible
ties between the ideas and values that the college embodies and its
constituentsthe immediate community of scholars and students
and the enveloping commupity of constituent benefactors and
beneficiaries that together give the college its visible substance:
Confidence has the odd power to perpetuate riot only itself but its
object. Having confidence in the values of a college motivates
people to maintain and enhance those values. And as we have
seen, wide confidence in the values of the college furnishes
the basis for just evaluation of performance, starting with the
president.

One can generalize that recovery from organizational decline is
largely a business of instituting or reestablishing a rational basis
for organizational activity. But organizational rationality, like
logic itself, must prqcegd from sound precepts. Recovery requires
the articulation of values that can be widely shared. In the world
ofomall private colleges, at least, an effective leader is one who
fully perceives the interdependence of values and effectiveness
and who is constantly guided by this knowledge.

a
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