
ED 469 027

TITLE

INSTITUTION
PUB DATE
NOTE

AVAILABLE FROM

PUB TYPE
EDRS PRICE
DESCRIPTORS

IDENTIFIERS

ABSTRACT

DOCUMENT RESUME

HE 035 284

Moving Forward: Strategies for Advancing Decentralization and
Deregulation in Higher Education. A SCHEV Report.
Virginia State Council of Higher Education, Richmond.
2001-05-22
64p.

For full text: http://www.schev.edu/Reportstats/
decentralization52201.pdf.

Reports Research (143)

EDRS Price MF01/PC03 Plus Postage.

*Colleges; *Decentralization; *Higher Education; Reports;
*State Regulation
*Deregulation; *Virginia

This report reflects a 9-month study of the existing
decentralization and deregulation efforts in higher education in the
Commonwealth of Virginia. It also looks for opportunities to reduce the
burden needlessly placed on institutions of higher learning by state
government bureaucracy. The report first attempts to catalogue more than 100
reports that the state government currently requires institutions of higher
education to file annually or biennially and more than 28 oversight or
approval processes required for institutions to operate in the areas of
finance and administration alone. On average institutions must submit two
reports a week to a state agency or government body. With this information,
the report then makes some preliminary recommendations for current reporting
and oversight requirements that should be eliminated or streamlined. Finally,
the report seeks to advance the Commonwealth's decentralization and
deregulation efforts by identifying a process that allows institutions to
receive more delegated authority while ensuring appropriate levels of public
accountability. It also advocates next steps for further decentralization and
deregulation in Virginia higher education. To help improve the
decentralization process, the report makes seven recommendations. Among these
is the suggestion that all 'state agencies that have administrative approval
process and oversight responsibilities identify and articulate more clearly
their expectations for institutional performance. Seven attachments describe
reporting and oversight requirements in chart form. (SLD)

Reproductions supplied by EDRS are the best that can be made
from the original document.



STATE COUNCIL OF HIGHER EDUCATION FOR VIRGINIA

Moving Forward:
Strategies for Advancing

Decentralization and Deregulation
in Higher Education

MAY 22, 2001

PERMISSION TO REPRODUCE AND
DISSEMINATE THIS MATERIAL HAS

BEEN GRANTED BY

1

TO THE EDUCATIONAL RESOURCES
INFORMATION CENTER (ERIC)

A SCHEV REPORT

U.S. DEPARTMENT OF EDUCATION
Office of Educational Research and Improvement ,

EDUCATIONAL RESOURCES INFORMATION
CENTER (ERIC)

1:10911Ts document has been reproduced as
received from the person or organization
originating it.
Minor changes have been made to
improve reproduction quality.

Points of view or opinions stated in this
document do not necessarily represent
official OERI position or policy.

2
ST COPY AVAILABLE



EXECUTOVE Swim

The Commonwealth's commitment to decentralization and
deregulation stretches well beyond the last decade. Despite early efforts to
streamline and eliminate unnecessary bureaucratic oversight and control, the
Commonwealth has made slow progress in expanding its decentralization
and deregulation over the last several years. Throughout this time, the State
Council of Higher Education for Virginia (SCHEV) has remained
committed to its goal of promoting increased autonomy for the
Commonwealth's public colleges and universities, while ensuring public
accountability.

This report reflects a nine-month study of the Commonwealth's
existing decentralization and deregulation efforts and looks for opportunities
to reduce the burden needlessly placed upon institutions of higher learning
by state government bureaucracy. It first attempts to catalogue over 100
reports that state government currently requires institutions of higher
education to file annually or biennially and over 28 oversight or approval
processes required for institutions to operate in the areas offinance and
administration alone. With this information, the report then makes some
preliminary recommendations for current reporting and oversight
requirements that should be eliminated or streamlined. Finally, the report
seeks to advance the Commonwealth's decentralization and deregulation
efforts by identifying a process that allows institutions to receive more
delegated authority while ensuring appropriate levels of public
accountability. Third, it advocates next steps for further decentralization and
deregulation in Virginia higher education.

Specifically, the report catalogs 111 reports that colleges and
universities are required to submit to state government agencies.
As a result, institutions of higher education are reporting, on average, two
reportsg week to a state agency or government body. Among those
reports, almost half 53 reports are required by SCHEV. The
remaining 58 reports are required by fifteen other state agencies. As part
of its commitment to streamline its own internal process, the Council has
recommended streamlining or eliminating almost one-third of its existing
reporting requirements. Among other required reports, state agencies
identified almost one-fourth that should be eliminated or streamlined in the
coming months. In addition, the report identifies three current approval
processes required by state government that should be eliminated or
streamlined. Perhaps, most importantly, the report documents the continued
need for work in this area.
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Throughout several months of discussion, SCHEV has found that
institutions and central state agencies often had difficulty reaching agreement
on future decentralization opportunities. The reason most often identified
was a lack of a common understanding of what constitutes a "well
managed" institution. As Virginia colleges and universities continue seeking
additional responsibilities and further delegation of operational authority,
SCHEV believes it is essential that the Commonwealth be able to articulate
clearly what constitutes a "well managed" institution, particularly in the areas
of finance and accounting, capital outlay, procurement, and human
resources.

To help improve the decentralization process, the report makes
seven recommendations. Among those recommendations, the report
suggests that all state agencies, which have administrative approval process
and oversight requirements of institutions, identify and articulate more clearly
their expectations for institutional performance. The report also calls for
appropriate agencies and the institutions to work together in developing
agreed upon evaluation standards. With this information, the
Commonwealth will be in a better position to identify institutions ready for
further decentralization as well as ensure that institutions remain accountable
for results of decentralized activities that use Virginia taxpayer dollars. For
meaningful progress to continue in the important area of decentralization,
there must be an ongoing process and dialogue. This report reflects
SCHEV's commitment to providing that process and promoting the
dialogue.
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MOVMG [FORW ED

If every resource,

whether physical,

human, or fiscal,

is controlled by

. central processes,

institutions cannot

be fully accountable

for their actions or

failure to act.

As we move into the next decade, the Commonwealth
of Virginia faces continued challenges in providing its public
institutions with the tools they need to manage their resources
effectively while simultaneously ensuring that the institutions are
accountable to the public for the efficient use of the state
resources they receive. Following almost a decade of
discussions during the 1980s, the state made significant strides
under the leadership of the Secretaries of Finance,
Administration, and Education to provide colleges and
universities with opportunities for decentralization, particularly in
financial management areas.

As in private business, public organizations must
control their resources in order to manage them effectively.
They cannot be so over-regulated that they cannot quickly
make decisions in areas such as employment, compensation,
and purchasing. If every resource, whether physical, human, or
fiscal, is controlled by central processes, institutions cannot be
fully accountable for their actions or failure to act.

Deregulation is the removal or suspension of rules or
controls. Decentralization is a shift in the locus of authority from
a higher to a lower level. It is the shift of powers from the
system to the campus. Decentralization differs from deregulation
in that the rules do not change, but the level at which they are
enforced does.' In order to hold institutions fully accountable
for results and outcomes, Virginia's colleges and universities
must, whenever possible, be in full control of their resources.
Through day-to-day management, working toward stated
goals, institution management and faculty can be held
accountable for their performance.

The Governor and General Assembly approved the
decentralization of higher education administrative functions in
1994. Since then institutions have been encouraged to
participate in decentralization pilot programs. The purpose of
the pilots was to "waive or modify rules, regulations and
reporting requirements," to promote efficient operations in
higher education institutions while ensuring proper oversight
from central state agencies. Twelve institutions have participated
in different decentralization pilots in the areas of payroll and
non-payroll processing, purchasing, nongeneral fund capital

Seeking Excellence through Independence. "Why The Time Is Ripe For Restructuring,"
Terrance, J. MacTaggart, p.11



SCHEV's strategic

plan articulates its

commitment to

" reduce the burden

of bureaucratic

regulations and to

make the

institutions as

flexible and

autonomous as

possible, while

implementing

corresponding

measures to assure

accountability."
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outlay project execution, and human resource compensation and
classification. Based on the success of these programs, the Governor and
General Assembly removed the "pilot" status of programs under the
Secretary of Finance in the 2000 Appropriation Act. The other
decentralization initiatives continue operating as pilot programs. Attachment
1 lists the institutions included in various decentralization programs to date.

Given the success of these decentralization efforts, the State
Council of Higher Education for Virginia (SCHEV) set forth increased
decentralization as a crucial component of the state's long -term goals to
achieve both greater operational efficiencies and increased public
accountability. The Council's commitment to decentralization was cited in its
1999 Virginia Plan, the agency's 1999 strategic plan, and its 2000-02
budget recommendations. Specifically, in the 1999 Virginia Plan, the
Council recommended:

1.6 Decentralizing appropriate
administrative activities at every public
college and university that can be
empowered to carry out these
activities.

Similarly, the agency's strategic plan states that SCHEV will work:

with other state agencies to reduce the burden
of bureaucratic regulations and to make the
institutions as flexible and autonomous as
possible, while implementing corresponding
measures to assure accountability.

The Governor's Blue Ribbon Commission on HigherEducation
(BRC) also recognized additional decentralization and deregulation as an
essential partner of increased accountability, including it as a major
component of the proposed institutional performance agreements (IPAs).
Specifically, the BRC recommended that each IPA:

2.b Empower and equip institutions to plan
and act in furtherance of their mission,
subject to state policies; and



In 2000, the

Governor's Blue

Ribbon. Commission on

Higher Education found

that, "despite

decentralization

efforts, the institutions

remain subject to

considerable

unnecessary and

burdensome regulation

and reporting

requirements that

hamper their

effectiveness.'

2.f Provide greater managerial and
operational flexibility at the
institutional level in exchange for
increased outcome-oriented
accountability.

Further, the BRC recognized that "despite decentralization efforts,
the institutions remain subject to considerable unnecessary and burdensome
regulation and reporting requirements that hamper their effectiveness."'

To address the continued interest in advancing the Commonwealth's
decentralization efforts, and to assess the potential for further decentralization
or deregulation, SCHEV staff surveyed the institutions on existing central
state agency reporting and oversight requirements in the fall of 2000.
Based on institutional presentations to the Blue Ribbon Commission, the
survey listed the known reports that institutions currently provide to central
state agencies and the items that need central approval or oversight
authority. Institutions were also invited to add items to the list as
appropriate.

Specifically, the survey asked institutions to rate each of the
identified reports in terms of the level of institutional effort required to
generate the report and the report's value to the institution. A similar rating
was given for oversight items regarding the value to the institution in the
current process and institutional priority for decentralization candidates.
Attachments 2 and 3 include lists of the reporting and oversight requirements
that the institutions found most burdensome and/or least beneficial.

In January and February of 2001, SCHEV staff met with
representatives from 15 central state agencies to discuss all reporting and
oversight requirements of colleges and universities. The purpose of these
meetings was twofold. First, SCHEV staff wanted to document the
magnitude of the requests made on higher education institutions and the
central state agency's purpose in establishing and maintaining those
requirements. Second, SCHEV staff wanted to begin discussions with state
agencies to identify reports or processes that are candidates for streamlining
or elimination in order to improve institutional efficiencies while maintaining
appropriate oversight.

'Final Report of the Governor's Blue Ribbon Commission on Higher Education, February 2000, p.10
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SSESSORIG THE MAGNITUDE OF REPORTING ArID VERSIGHT IAREIVIENTS

SCHEV staff has

concluded that more

than one-third of the

reports it currently

requires can he

streamlined or

eliminated.

After a thorough review of institutions' survey responses, SCHEV
staff catalogued 111 reports that colleges and universities are required to
submit to state government agencies. Of those reports, 53 reports were
attributed to SCHEV with 15 additional other state agencies requiring the
remaining 58 reports. The colleges and universities also identified 28
oversight requirements in the areas of finance, facilities, and administration
for which central state agencies have oversight responsibilities.

=NEWS REPORTING AVID OVERSIGHT EQUIREMENTS

In its capacity as a coordinating board, the State Council collects
data about the institutions in the areas of finance, student financial aid,
student enrollment and academic programs. Following the decentralization
survey results, SCHEV staff reviewed the necessity of each identified report
and found that more than one-third (19 in total) of the reports could be
streamlined (16 reports) or eliminated (3 reports). In addition, staff has
discovered four reports identified by the institutions are no longer required
by SCHEV. SCHEV staff continues working internally to identify
opportunities to further streamline or eliminate the remaining reports.

In addition, as part of its streamlining efforts, SCHEV is preparing a
web-based survey to identify the most problematic data collections
currently in place. Through an analysis of reported burden, timing problems,
and recommendations from the institutions SCHEV will eliminate, reduce or
combine data collections as most appropriate. This effort will be guided by
an overall redesign and restructuring of the SCHEV data systems.
For example, current submission modes of paper, e-mail and batch-file
processing will be replaced with web-based processes that provide
immediate feedback and error reports to the users with a minimum staff
intervention. These new processing modes will work within the structures of
a leading edge data warehousing model that will not only streamline
collection, but also streamline reporting and provide greater service back to
the institutions.

Beyond reporting requirements, within the finance and
administration areas, SCHEV has joint oversight authority with the Treasury
Department for the Higher Education Equipment Trust Fund (HEETF).
SCHEV staff, in consultation with Treasury staff, recommends streamlining
the current HEETF oversight process. To implement this recommendation,
SCHEV staff will continue working with the Treasury Department to revise
the equipment requisition process for the 2001-02 academic year.



Central state

agencies have

identified about

one-fourth of the

currently required

reports that can be

streamlined or

eliminated.

Attachment 4 is a catalog of SCHEV's reporting and oversight requirements
for institutions. The catalog lists the origin of each requirement, the authority
for the reporting requirements, and the use of the report. In all cases, the
catalog identifies staff recommendations regarding the potential for
streamlining or eliminating each of these requirements.

CENTRAL STATE AGENCY f EPORTING AND OVERSIGHT
REQUIREMENTS

Although SCHEV accounts for almost half of the total state reports
identified by institutions, other state agencies also require routine reports from
the colleges and universities. In order to identify opportunities for reducing
statewide reporting requirements, SCHEV staff has conducted meetings with
representatives from 15 central state agencies. In all instances, state agencies
were overwhelmingly supportive of efforts to improve their own internal
operations and remove any unnecessary burdens on the institutions. Specifically,
out of the 58 reports identified by colleges and universities, and central state
agencies have identified approximately one-fourth (15 in total) of the reports
for streamlining (10 reports) or elimination (5 reports) pending final approval
from the appropriate Cabinet Secretary and the Governor, as needed.
In addition, nine reports identified by the institutions as requirements have
become either optional reports or no longer are required by central state
agencies.

Unlike many of the reporting requirements existing law and
regulations more tightly govern many of the oversight requirements.
Decentralizing oversight responsibilities would likely require significant
changes in existing policy or law. As a result, the central state agencies have
only identified three areas, out of the 27 oversight responsibilities, for further
decentralization. If implemented, these three areas would require the
Governor and General Assembly to approve language amendments in the
Appropriation Act.

Attachment 5 is a catalog of the reporting and oversight
requirements of the institutions by central state agencies other than SCHEV.
The catalog lists the origin of the requirement, the authority for the reporting
requirements, and the use of the report. In all cases, the catalog identifies
agency recommendations regarding the potential for streamlining or
eliminating each of the reports or functions.

10
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Many state agencies

have already taken

significant steps to

reduce the burden of

reporting and

oversight

requirements.

In addition to the reports and functions that central state agencies
have identified as likely candidates for streamlining or elimination, several
agencies have already taken significant steps to reduce the burden of
existing reporting and oversight requirements. For instance, many agencies
have moved exclusively to the use of electronic or Internet submissions.
Others have improved their efforts to automate reporting to reduce the
burdens on institutions. For example, the Department of Mines, Minerals
and Energy (DMME) is developing a computer-based energy consumption
and tracking system (FASER) to generate information automatically from
utility companies. Once fully implemented, participating institutions will no
longer have to submit a separate report to DMME. The Department of
Human Resource Management (DHRM) is developing a web-based
application for the employment position report. All state agencies and the
general public will be able to submit or retrieve the state employment
information from the Internet once the application is implemented.

In many cases, agencies have also revised their reporting requests
to simplify the reporting process and eliminate unnecessary or rarely used
information. hi addition, through these meetings, SCHEV staff, working
with central state agencies, has identified several reporting requirements that
seem duplicative in nature. For example, both SCHEV and the Department
of Planning and Budget (DPB) require institutions to submit nongeneral fund
revenue estimates. Likewise, DPB and DHRM both require institutions to
submit monthly employment data. In these cases, as well as others, the
responsible state agencies have expressed interest in consolidating the
reports, if possible.

Looking beyond the reporting requirements, many agencies have
also improved and streamlined their oversight processes. For example, the
Department of Technology Planning (DTP) has implemented an automatic
approval policy, which effectively ensures that all requests for large
technology procurements will be reviewed within five days. If a review is
not completed within five days, the request is automatically approved.
Similarly, DPB has increased the review threshold for renovation capital
project from $250,000 to $500,000 to provide institutions with more
flexibility. Likewise, the Department of General Services (DGS) has
improved the turn around time for processing design reviews. Currently
DGS finishes reviewing approximately 95% of requested projects within
21 business days from the time the complete proposal package is submitted
and processes lease approvals within 8 days.

11
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As colleges and

universities seek

additional

responsibilities and

further delegation of

authority, it is

critical that the

Commonwealth be

able to identify

"well-managed

institutions."

In his 1998 annual progress report on decentralization pilots in higher
education, the Secretary of Finance concluded that

Decentralization pilots in institutions of
higher education continue to afford the
Commonwealth opportunities to promote
efficient operations in institutions of higher
education while ensuring proper oversight

from central agencies. The Secretary of
Finance continues to support these efforts as
long as the prudent management and
oversight of institutions supported by tax
dollars are not jeopardized. The progress
made since the implementation of the pilot
projects four years ago is exceptional.
Moreover, with on-going communication and
collaboration between central agencies and
institutions of higher education, additional
opportunities appear to exist.

Through conversations with institutions and central state agencies, it
appears that they have had difficulty reaching agreement about future
decentralization opportunities, because they have not reached a common
understanding of what constitutes "well-managed" institutions. As institutions
continue to seek additional responsibilities and further delegation of authority, it
is critical that the Commonwealth be able to identify "well-managed"
institutions, particularly in the areas of finance and accounting, human
resources, and capital outlay. In addition, as the Commonwealthconsiders
expanding decentralization efforts further, it seems appropriate for the
Commonwealth to strengthen the connection between accountability and
decentralization/deregulation.

One of the primary responsibilities of central state agencies is to
ensure state funds are expended in accordance with the law. This
responsibility requires agencies to be accountable to the taxpayers and to
provide controls over potential abuse. Decentralization and deregulation allow
the Commonwealth to maintain responsibility for the administration and
operation of a state entity, while reducing the unnecessary bureaucracy that
often produces inefficiencies and stifles innovation. In short, institutions benefit
from decentralization and deregulation efforts by receiving more operational
autonomy. For the Commonwealth, decentralizing administrative functions

12
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Clear performance

measures combined

with periodic

evaluations would.

provide the

Commonwealth with

the quality assurance

it requires while

simultaneously

providing institutions

with the opportunity

to maintain and

expand

decentralization

efforts across other

functional areas.

8

from central state agencies to institutions can generate cost-savings and
streamline state government activities. However, in order to effectively
advance decentralization and deregulation, state agencies must clearly
identify their expectations for institutional performance and institutions must
be held accountable for results.

There are two primary ways to ensure accountability in the
decentralization process. First, the state can establish qualification criteria
or management indicators on the front end to assess the extent to which an
agency is "well-managed" and prepared for delegated authority in a given
area. These indicators would help institutions and central state agencies
assess whether a college or university has sufficient management expertise,
appropriate policies and procedures, and needed automated computing
systems to carry out decentralized/deregulated functions. Second, the state
can increase accountability efforts on the back-end to ensure that
institutions are meeting the Commonwealth's expectations in carrying out
their delegated responsibilities. Specifically, the state can establish clear
performance measures for institutions participating in decentralization
programs. Clear performance measures combined with periodic
evaluations would provide the Commonwealth with the quality assurance it
requires while simultaneously providing institutions with the opportunity to
maintain and expand decentralization efforts across other functional areas.
The Commonwealth has already taken several steps to ensure appropriate
accountability provisions as part of its decentralization efforts.
The following is a summary of the existing performance measures and
standards that central state agencies have used to assess institutional
readiness for and performance in decentralization programs.

13
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Management

standard serve as

indicators of the

effectiveness of

institution policies,

procedures, staffing,

and administration.

ARDS

In 1988, the Commonwealth developed five financial management
standards for higher education to encourage institutions to improve their
administrative functions and reward those that perform well.
The management standards serve as indicators of the effectiveness of
institution policies, procedures, staffing and administration.
The Commonwealth has "rewarded" institutions that meet those
management standards annually by providing that year-end balances within
the Educational and General program be reappropriated automatically each
year. Institutions not meeting these standards must go through a
reappropriation approval process.

NIGHER EDUCATION MANAGEMENT STANDARDS

An unqualified opinion from the Auditor of Public Accounts upon
the audit of the annual financial statements;

No significant audit deficiencies are attested to by the
Auditor of Public Accounts;

Compliance with financial reporting standards endorsed
by the State Comptroller;

Attainment of accounts receivable standards; and

Attainment of accounts payable standards.

PERFORMANCE EASURES

In 1997, almost a decade later, SCHEV and DPB established seven
common institutional measures that can be used to evaluate the overall
performance of higher education. Due to increased demand for greater
accountability in higher education, the Council revised these measures and
approved 14 systemwide performance measures for the Reports of Institutional
Effectiveness in November 2000. These performance measures focus on two
key areas of institutional effectiveness academic quality and operational
efficiency. The operational efficiency measures demonstrate institutional
effectiveness in the use of fiscal, human and physical resources.

14



These performance

measures focus on

two key areas of

institutional

effectiveness

academic quality

and operational

efficiency.
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SCHEV's SYSTEMWIDE ERFORMANCE EASURES FOR
PERATIONAL EFFICIENCY

Classroom and laboratory space utilization;

Dollars spent on instruction, libraries, and academic
computing as a percentage of an institution's total
E&G expenditures;

Percentage of management standards met;

Debt service to expenditure ratio;

Total research and public service expenditures
per hill-time faculty;

Total credit hours per full-time equivalent faculty.

CRITERIA FOR DECENTRALIZATION

The Secretary of Finance recommended "a process for the future" in
his 1997 annual report of Decentralization Pilot Projects in Higher
Education. A portion of the recommendations is as follows:

"Institution must meet seven criteria in order to request
decentralization of a particular function:

1. Meet all management standards for the institutions
of higher education;

2. Obtain Board of Visitors' approval;

3. Maintain a strong internal audit program that
complies with the Standards for Professional
Practice of Internal Auditing;

4. Demonstrate an ability to technically implement the
function requested;

15



The purpose of these

benchmarks is to offer

a series of
performance.

objectives that

contribute over time

to producing the most

effective financial and

administrative support

for an individual

institution.
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5. Demonstrate an ability to successfully manage the pilot
economically and efficiently, with clearly defined standards for
accountability and responsibility;

6. Provide written performance measures by which the pilot is
to be evaluated; and

7. Provide specific timelines and processes by which the pilot
be evaluated and results will be reported."

RACTICES

In November 1998, the Council approved the Report on
Benchmark Information for College and University Administrative
and Support Programs, in which administrative benchmarks were
identified that represent institutional best practices.

"The purpose of these benchmarks is to offer a series
of performance objectives that:

Relate to the conduct of the financial and
administrative operations within and throughout
each fiscal year;

Reflect commonly held views and experiences
as to policies, procedures, and practices that,
when applied on a consistent and thoughtful
basis, help protect a college or university from
unexpected financial reverses or other negative
circumstances;

Contribute over time to producing the most
effective financial and administrative support for
an individual institution; and

Can be both affirmed by senior management of
an institution and confirmed through appropriate
review by internal audit staff and the Auditor of
Public Accounts."

The administrative benchmarks are divided into four categories of
(1) fundamental business and management principles; (2) timely
reconciliation and account analysis, (3) financial health indicators, and (4)
effective internal audit. Attachment 6 includes the details of SCHEV
administrative benchmarks.

16
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Central state

agencies should

establish

management

indicators to identify

well-managed

institutions in

specific

administrative areas

finance and

accounting,

capital outlay,

human. resources,

and procurement.
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(I [Ft THE FUTURE

All of these existing standards and performance measures provide
some indication of an institution's ability to handle decentralizedfunctions. In
addition, the recommendations made by the Secretary of Finance have
ensured some level of accountability in the existing decentralization programs.

In order to expand decentralized/deregulated functional areas,
however, the Council recommends more clearly defined criteria for
determining which institutions are well-managed in a given functional area.
The Council further recommends establishing the Commonwealth's
performance expectations for institutions once they receive delegated
authority to operate in a decentralized/deregulated function. The following
recommendations provide specific strategies for more clearly defining
accountability expectations for institutions as the Commonwealth moves
forward in decentralizing/deregulating additional administrative functions.

Recommendation 1: Develop management indicators to
identify well-managed institutions and
establish qualification criteria for
participation in future decentralization
programs.

Central state agencies should establish management indicators to
identify well-managed institutions. These indicators should serve as basic
standards for assessing how well an institution manages a given functional
area. Central state agencies should use these indicators as the foundation for
assessing which institutions are prepared to handle additional delegated
authority for each functional area (primarily human resources, capital outlay,
procurement, finance and accounting). Institutions should use these standards
to assess whether they have appropriate technical expertise, management
procedures and policies, and automated capacity to carry out their
responsibilities if granted delegated authority in a decentralized/deregulated
area. The Commonwealth has already identified baseline management
standards in the finance and accounting areas.

The Council recommends that similar standards be developed in
other administrative areas such as capital outlay and human resources
as prerequisites for future decentralization/deregulation requests. In addition,
the Council recommends that central state agencies responsible for finance
and accounting areas review the existing management standards to ensure
that they still provide a reasonable baseline not only for institutions seeking
automatic reappropriation of funds from year to year, but for institutions
requesting that the Commonwealth delegate additional authority in the areas
of finance and administration to the institutions.

17



The Council

recommends that

institutions be

allowed to apply for

decentralization

status in any

functional area.

The current

Appropriation Act

language prohibits

institutions from

seeking exemptions

in the areas of

correctional

enterprises,

capital outlay or

telephone and

telecommunication

services.

Recommendation 2: Review and, where necessary, revise
criteria and procedures for
institutional proposals for additional
decentralized functions.

In addition to identifying appropriate management indicators,
central state agencies should clearly articulate other criteria required of
institutions prior to granting delegated authority. For instance, the
Commonwealth has typically required institutions to include projected cost
savings as a result of the delegated function in the proposal. The Council
recommends that the Commonwealth clarify the criteria and procedures that
an institution should use in demonstrating not only its readiness vis-à-vis the
standards under Recommendation 1 but also the cost savings to the
institution and the Commonwealth. Several current examples may serve as a
foundation for future work in this area. In particular, the Secretary of
Finance has outlined the approval process for institutions wishing to expand
their decentralized functions. In addition, the Division of Purchases and
Supply (DPS) at the Department of General Services has developed a
self-assessment questionnaire for an institution requesting procurement
authority delegation.

Further, the Council recommends that institutions be allowed to
apply for decentralization status in any functional area. The current
Appropriation Act language prohibits institutions from seeking exemptions in
the areas of correctional enterprises, capital outlay or telephone and
telecommunication services.

Recommendation 3 : Establish a feedback process for
institutions that do not receive
approval for decentralization in a
given area.

When institutions are not granted delegated authority in a requested
area, the Council recommends central state agencies provide institutions
with detailed justifications so that institutions clearly understand where they
are not currently meeting expected management criteria and where
improvements need to be made before approval would be reconsidered.

18
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Periodic reporting

and evaluation

shoUld be a

mandatory part of

the assessment of

decentralization

pilot-programs.
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Recommendation 4: Develop performance measures and
evaluation standards that institutions
and central state agencies can use to
assess the success of each
decentralized/deregulated function.

In his recommendations on the criteria institutions should meet
upon request for decentralization, the Secretary of Finance suggested that
institutions should be required to provide written performance measures, a
timeline and procedures for assessing the delegated functions. In addition to
the performance measures developed by the institutions, the Council
recommends that central state agencies develop evaluation standards for
each decentralized function so that institutions and central state agencies can
consistently assess how well all institutions are performing.

Recommendation 5: Implement periodic reporting and
evaluation of institutional
performance in each of the
decentralized/deregulated function
areas. In particular, external
evaluation should be established for
any newly delegated functions.

Regular reporting and evaluation can demonstrate the effectiveness
of decentralized/deregulated functions and identify areas for improvements.
In addition, it is necessary to have external evaluation as it not only brings
unbiased assessment but also uses uniform measures to evaluate the
performance of both institutions and related central state agencies. External
evaluation also helps central state agencies make decisions on whether the
delegated authority should be continued or expanded, for newly delegated
functions in particular.

Currently the institution's internal audit is the primary mechanism
for performance evaluation. Over the course of implementing the
decentralization programs, the only known external assessment was on the
decentralized purchasing program contracted by DGS in 1997.
In addition, except for the Secretary of Finance's annual progress reports
of existing decentralization programs, the Commonwealth has established
no requirement for regular evaluation and reporting of the institution
activities in the decentralized functions.
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Institutions should

he granted permanent

delegated authority

in a specific area if

they demonstrated

satisfactory

performance

consistently for

five years.

The Council recommends establishing periodic reporting and evaluation in
addition to institution's internal audit reports, particularly for newly delegated
functions. These evaluations would assist both institutions and central state
agencies in making timely decisions on the next step of certain delegated
function. The Council further recommends that institutions should be granted
permanent delegation if they demonstrate satisfactory performance
consistently for five years.

Recommendation 6: Establish a forum to promote sharing
of information and identifying best
practices in decentralized/deregulated
functions.

Currently institutions send their internal audit reports to the
Secretary of Finance. However, participating institutions do not routinely
share or communicate with each other about successes and problems each
has experienced in the decentralization programs. In addition, the central
state agencies responsible for the decentralized /deregulated functions
communicate to individual institutions only. The Council recommends
establishing a forum for institutions and central state agencies to share
common experiences and advice for managing decentralized functions
effectively. Staff further recommends that SCHEV establish a web site to
serve as the resource center that links program evaluations with
requirements and standards central state agencies have established for any
decentralized/deregulated function.

Recommendation 7: Continue efforts to streamline
reporting requirements to reduce
the unnecessary burdens placed
on institutions.

The Council is encouraged by the central state agencies'
overwhelming support of efforts to improve their own internal operations
and remove any unnecessary burdens on the institutions and applaud their
efforts to date. Despite these efforts, central state agencies often face
increased pressure to collect more data from the institutions and agencies
they oversee. As demands change and as technology continues to provide
opportunities to streamline reporting requirements and sharing information
across central state agencies, the Council recommends central state agencies
continue efforts to streamline reporting requirements and reduce the
unnecessary burdens placed on institutions.
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ComcLus pow]

Developing these

common

expectations,

colleges,

universities, and

central state

agencies will

continue establishing

collaborative

relationships in

order to

successfUlly advance

decentralization/

deregulation efforts

in higher education.

6

Once fully implemented, the recommendations will enhance the
Commonwealth's commitment to ensure public accountability while
advancing the institutions' interests in operational autonomy. With the
continuous improvements in management at both institutions and central
state agencies, and with the ongoing development of technology, new
opportunities for decentralization/deregulation in higher education continue
to exist. With the establishment of clear and explicit standards and
evaluation procedures for the decentralization/deregulation processes,
institutions and central state agencies will understand clearly the
requirements and responsibilities and will provide the Commonwealth with a
means for holding decentralized/deregulated institutions accountable for their
performance. Finally, in developing these common expectations, colleges,
universities, and central state agencies will continue establishing collaborative
relationships in order to successfully advance decentralization/deregulation
efforts in higher education.
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Attachment 2

Reports with No Value to Most Institutions

Current Requirement Averagee
Inst'l
Effort

to the
Institution

Responsible
Agency

Responsible
Cabinet Secretary

Off (State) Contract Procurements <10 hours N DGS Administration

Employment Position Paper <10 hours N DHRM/DPB Administration/Finance

Energy Conservation 10-30 hours N DMME Commerce & Trade
Intercollegiate Athletic Receipts
and Disbursement 10-30 hours N DOA Finance

Receivable Summary Report 10-30 hours N DOA Finance

Monthly Wage Report <10 hours N DOA/DHRM Administration/Finance

New Hire Report Names <10 hours N DOA/DSS Administration/Finance

Organization Memberships Over
$5000

<10 hours N DPB Finance

Nongeneral Fund Revenue
Estimates

10-30 hours N DPB Finance

Concluded Grievances <10 hours N EDR Administration

Grievance Report <10 hours N EDR Administration

SCHEV NCE - Non-Credit
Education Survey 10-30 hours N SCHEV Education

Survey of Nongeneral Fund
Revenues 10-30 hours N SCHEV Education

SCHEV T4 Out-of-State
Students with Reduced Tuition 10-30 hours N SCHEV Education

Auxiliary Reserve Report <10 hours N SCHEV Education

SCHEV BIO Admission Requirements <10 hours N SCHEV Education

SCHEV EEE Early Enrollment
Estimate <10 hours N SCHEV Education

Institutional Catalogs <10 hours N SCHEV Education

SCHEV K1 Sponsored Research
Activities >30 hours N SCHEV Education

Sole Source Procurement <10 hours N SOE Education

Fleet Management Mileage Report <10 hours N VDOT Transportation

Fleet Management Repair Charges <10 hours N VDOT Transportation

Fleet Management Vehicle
Justification and Commuting Data <10 hours N VDOT Transportation

VDOT CP-3 Pool New Vehicle
Requests <10 hours N VDOT Transportation

DMV State Agency List of Vehicles <10 hours N VDOT Transportation

Key to Acronyms

DGS Department of General Services DSS Department of Social Services
DHRM Department of Human Resource Mananagement EDR Department of Employment Dispute Resolution
DMME Department of Mines, Mineral, and Energy SCHEV State Council of Higher Education for Virginia
DOA Department of Accounts SOE Secretary of Education
DPB Department of Planning and Budget VDOT Virginia Department of Transportation
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Oversight Items Most

Attachment 3

Institutions Would Like to Have Decentralized

Current Requirement Institutional
Priority

Number of
Institutions

Responsible
Agency

Responsible
Cabinet Secretary

Approval of Campus Master Plan Y 17 DGS Administration

Property Acquisition Approval Y 14 DGS Administration

Construction and A &E Service Authority Y 13 DGS Administration

Building Permit Authority Y 13 DGS Administration

Design Reviews Y 13 DGS Administration

Construction of Temporary Facilities Y 14 DGS Administration

Surplus Property Auctions Y 12 DGS Administration

Life/Safety Compliance Y 11 DGS Administration

Design/Build or Construction Management Y 11 DGS Administration

Travel Payment Methods Y 11 DGS/DOA Administration/Finance

Lease Authority Y 16 DGS/DPB Administration/Finance

Capital Outlay Approval Process Y 12 DGS/DPB Administration/Finance

State Compensation Requirements Y 14 DHRM Administration

P-14 Hour Restriction Y 13 DHRM Administration/Finance

Maximum Employment Level Y 16 DHRM/DPB Administration/Finance

Authority on Telecommunication
Contracts and Review Y 17 D IT Technology

Fluctuation Analysis of the Financial
Statement Y 16 DOA Finance

Per Diem Allowances Y 10 DOA Finance

Capital Outlay Threshold for Project
Review ($250,000) Y 10 DPB Finance

Reappropriation Carryforward Requests Y 18 DPB Finance

Nongeneral Fund Revenue Deposit
(including tuition and fee revenues) Y 17 Treasury Finance

Use of Yield on Tuition and Fee Revenue Y 15 Treasury Finance

HEETF Procedures Y 16 SCHEV/Treasury Education/Finance

Motor Vehicle Purchase and Leasing Y 15 VDOT Transportation

Key to Acronyms

DGS Department of General Services DPB Department of Planning and Budget
DHRM Department of Human Resource Management SCHEV State Council of Higher Education for Virginia
DIT Department of information Technology Treasury Virginia Department of the Treasury
DOA Department of Accounts VDOT Virginia Department of Transportation
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en
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at
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tio
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ub

m
it 

a 
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 s

ch
ed

ul
e 

fo
r 

al
l

pr
oj

ec
ts

 f
in

an
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d 
th

ro
ug

h
st

at
e-

su
pp

or
te

d 
de
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.

T
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 s
ch

ed
ul

e 
id

en
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ie
s 

th
e

ag
en

cy
 o

r 
in

st
itu

tio
n'

s 
pl

an
an

d 
tim

et
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le
 f

or
 e

xp
en

di
ng

th
e 

fu
nd

s.
 I

n 
ad

di
tio

n,
 th

e
T

re
as

ur
y 

us
es

 th
e 

sc
he

du
le

 to
m

on
ito

r 
ag

en
ci

es
 a

nd
in

st
itu

tio
ns

 in
 c

om
pl

ia
nc

e
w

ith
 f

ed
er

al
 ta

x 
la

w
 a

nd
 is

su
e

ta
x-

ex
em

pt
 b

on
ds

 f
or

pr
oj

ec
ts

.
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 a
ge

nc
y 

re
co

m
m

en
ds

 n
o

ch
an

ge
 f

or
 th

is
 r

eq
ui

re
m

en
t.
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C
ha

ng
e
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ap

ita
l P

ro
je
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ea
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ro
pr

ia
tio

n
A

ge
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y 
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ir
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tiv
e
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ll 

st
at

e 
ag

en
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itu

tio
ns
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 r
eq

ui
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d 
to

su
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it 
up

da
te

d 
pr

oj
ec

t
in

fo
rm

at
io

n 
pr

io
r 

to
 h

av
in

g
fu

nd
s 

re
ap

pr
op

ri
at

ed
 f

ro
m

 o
ne

ye
ar

 to
 th

e 
ne

xt
.

T
he

 p
la

ns
 d

oc
um

en
t t

he
ag

en
cy

 o
r 

in
st

itu
tio

n'
s

pr
og

re
ss

 in
 c

om
pl

et
in

g 
th

e
pr

oj
ec

ts
, f

un
ds

 e
xp

en
de

d 
to

da
te

, a
nd

 th
e 

an
tic

ip
at

ed
co

m
pl

et
io

n 
of

 th
e 

pr
oj

ec
t.

T
he

 a
ge

nc
y 

re
co

m
m

en
ds

 n
o

ch
an

ge
 f
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eq
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re
m

en
t.
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itu
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it 
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 c
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y
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r 
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t
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ge

t.

T
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ge

nc
y 
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 th
e 

pl
an

 to
m

on
ito

r 
ag

en
ci

es
 a

nd
in

st
itu

tio
ns

' a
ct

ua
l b

ud
ge

t
up

da
te

s 
th

ro
ug

ho
ut

 th
e

bi
en

ni
um

.

T
he

 a
ge

nc
y 

re
co

m
m

en
ds

no
 c

ha
ng

e 
fo

r 
th

is
re

qu
ir

em
en

t.
D

PB
, i

n 
co

ns
ul

ta
tio

n 
w

ith
D

G
S,

 h
as

 ta
ke

n 
ef

fo
rt

s 
to

st
re

am
lin

e 
th

e 
pr

oc
es

s 
by

re
du

ci
ng

 th
e 

nu
m
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r 

of
fo

rm
s 

th
at

 a
re
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eq

ui
re

d
an

d 
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g 

el
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 r
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 f
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s 
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tio
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 p
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or
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th
e 
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en
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f 
th

e
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en
ni

al
 b

ud
ge

t.

T
he

 a
ge
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e 
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ud
ge

t
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lo
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en

t.

D
PB

 w
ou

ld
 c
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w
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C
H

E
V
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 d

et
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m
in

e 
w
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th

er
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s
N

G
F 
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 c

an
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e
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m
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ne
d 
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ith
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C

H
E

V
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G
F 
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 p
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m
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r 
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ng
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 in
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rm
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n 
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 p
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th

e
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l s
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 c
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 f
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 d
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R
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G
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R
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R
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T

he
 C

od
e 

di
re

ct
s 

E
D

R
 to

co
lle

ct
 in

fo
rm

at
io

n 
an

d
st

at
is

tic
al

 d
at

a 
ab

ou
t t

he
 u

se
 o

f
th

e 
gr

ie
va

nc
e 

pr
oc

ed
ur

e 
an

d
th

e 
ef

fe
ct

iv
en

es
s 

of
 e

m
pl

oy
ee

re
la

tio
ns

 m
an

ag
em

en
t i

n 
al

l
st

at
e 

ag
en

ci
es

 a
nd

 in
st

itu
tio

ns
;

an
d 

to
 m

ak
e 

re
co

m
m

en
da

tio
ns

to
 th

e 
G

ov
er

no
r 

an
d 

th
e

G
en

er
al

 A
ss

em
bl

y 
fo

r
im

pr
ov

em
en

ts
.

A
ge

nc
ie

s 
an

d 
in

st
itu

tio
ns

su
bm

it 
th

e 
re

po
rt

 w
he

n 
a

cl
as

si
fi

ed
 e

m
pl

oy
ee

 f
ile

s 
a

gr
ie

va
nc

e.

T
hi

s 
re

po
rt
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 s
ev

er
al

pu
rp
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, i
nc

lu
di

ng
 (

1)
 to

co
lle

ct
 in

fo
rm

at
io

n 
on

 th
e

le
ng

th
 o

f 
tim

e 
it 

ta
ke

s 
to

re
so

lv
e 

gr
ie

va
nc

es
, a

nd
 a

t
w

ha
t s

ta
ge

s 
in

 th
e 

pr
oc

es
s

gr
ie

va
nc

es
 a

re
 r

es
ol

ve
d,

 (
2)

to
 d

et
er

m
in

e 
th

e 
pe

rc
en

ta
ge

of
 E

D
R

 r
ul

in
gs

 th
at

 a
re

af
fi

rm
ed

 o
n 

ap
pe

al
 to

 c
ir

cu
it

co
ur

ts
, a

nd
 (

3)
 to

 g
au

ge
 th

e
ty

pe
s 

of
 is

su
es

 a
nd

 d
is

pu
te

s
th

at
 a

re
 g

ri
ev

ed
.
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y 
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m
m

en
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th
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 d
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is
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e 
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 o
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t o
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d 
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D
R
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 c
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d 
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ug
h
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e
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et
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D

R
 h

as
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y 
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n
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s 
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 s
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y 
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e 
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an
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w
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 d
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el

op
a 
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at
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n 
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g
th
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in
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et
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T
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 C
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di

re
ct
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E

D
R
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lle
ct
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at
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n 
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d

st
at
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al
 d
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a 
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ou

t t
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 o
f

th
e 
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nc

e 
pr
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ed

ur
e 

an
d

th
e 
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fe
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en
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s 
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 e
m
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an
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en
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n 
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l

st
at
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ag

en
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es
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nd
 in
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tio
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;
an

d 
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 m
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e 
re

co
m

m
en

da
tio
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to

 th
e 

G
ov

er
no

r 
an

d 
th

e
G

en
er

al
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bl
y 
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r

im
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.

T
hi

s 
is

 a
 s

ta
nd

ar
di

ze
d 

an
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al
re

po
rt

.

T
hi

s 
an

nu
al

 d
at

a 
co

lle
ct

io
n

pr
ov

id
es

 in
fo

rm
at

io
n 

on
 th

e
to

ta
l n
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be

r 
of

 g
ri

ev
an

ce
s

co
nc

lu
de

d 
du

ri
ng

 th
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 y
ea

r,
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 w
el

l a
s 

th
e 

nu
m

be
r 
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te
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at
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.
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D
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a
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ng
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e
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rt
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ho
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e 
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o

m
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m

m
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e 

G
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G
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A
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bl
y 

on
 p

os
si
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e
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e
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.
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y 
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e 
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ta

 c
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le
ct
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n
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.
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D
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pe
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to
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ge
st
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on
 h

ow
 th
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n

pr
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s,

 a
nd

 w
ha

t o
th

er
 d
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a

el
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en
ts

 s
ho

ul
d 

be
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ou
ld

 b
e

im
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ov
ed
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D

R
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o
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m
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 c
ou
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It
 is

 th
e 

in
te

nt
 o

f 
th

e 
G

en
er

al
A

ss
em

bl
y 

th
at

 in
st

itu
tio

ns
 o

f
hi

gh
er

 e
du

ca
tio

n 
de

ve
lo

p
st

ra
te

gi
c 

pl
an

s 
th

at
 p

ro
m

ot
e

an
d 

su
st

ai
n 

th
e 

qu
al

ity
, a

cc
es

s,
ac

co
un

ta
bi

lit
y,

 a
nd

af
fo

rd
ab

ili
ty

 o
f 

V
ir

gi
ni
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Attachment 6

Administrative Benchmarks
of the State Council of Higher Education for Virginia

Administrative Benchmark 1: Fundamental business management principles

The establishment and management of budgets within each major program category;
Periodic review of budgets and comparisons to actual results of operations;
Summarized budget versus actual reports should be prepared for review with the institution's execu-
tives on a consistent basis;
University-wide reports also should be submitted and reviewed with the institution's board of visitors
or appropriate board committee. Along with a review of the institution's annual financial report and
independent audit report, the periodic review of budget versus actual operating reports is a primary
way in which the board of visitors carries out its fiduciary responsibility for the institution; and
Analysis and explanation of variances in sufficient detail for management to be able to evaluate the
programs' ability to operate within budget constraints and to take corrective actions as necessary on
a timely basis;

Administrative Benchmark 2: Timely reconciliations and account analysis

A system should be in place that ensures that fixed assets recorded by the institution agree with the
records of the Commonwealth;
Adequate internal controls should be in place to ensure accurate recording and safeguarding of
institutional fixed assets;
Institutional investments recorded in university records should agree with records held by investment
managers and trustees;
Revenues and expenditures recorded in the books of the university should agree where appropriate
with the revenues deposited to the Commonwealth's bank accounts and recorded in the books of the
treasurer and the expenditures recorded by the state comptroller against the institution's
appropriations;
Institutionally initiated nonmandatory transfers between major programs (e.g. Educational and
General Programs, Auxiliary Enterprises, Sponsored Research, Capital Outlay, etc.) should agree
with the accounting records of the appropriate state offices and be highlighted in the financial records
of the institution.

Administrative Benchmark 3: Financial health indicators

Expendable fund balances/Plant debt;
Expendable fund balances/Total expenditures and mandatory transfers;
Debt serve/Total unrestricted revenue;
Actual revenue/projected revenue and actual expenditures/projected expenditures;
Applicants/offers and offers/acceptances;
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Administrative Benchmark 4: Effective internal audit

Internal audit should report directly to the president and/or the board of visitors;
Regular and routine communications should exist between internal audit and the president (or
executive vice president) and/or the board of visitors (through an appropriate board committee);
The audit function should be reviewed on a regular basis (at least once every five years) by an
independent reviewer and receive a satisfactory evaluation. This satisfactory evaluation should include
the timely implementation of any review;
The university should have an annual audit plan that is presented to the board of visitors through the
appropriate board committee. The institution should have an established philosophy and overall audit

approach.
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