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CHAPTER I

THE°J.EGISLATIVE CHARGE AND CONCEPTS OF COSTING

INTRODUCTION

This:first Chapter reviewsthe Legitlature'ri-interestin information.
brief*a the cost of instruction. It provides,a prief discuSsion of:--the

factorkprecipitating the legislative request for such7informail
and documents the directive to the Commission. A-procedure for '

developing. a costing system that will be responsive to the
. Aegi;lature's interest is presented.

THELEG1SLATtVE'CHARGE / .

In his 19797WAnalysis-of-the:-BUdgetBilithe Legislative Analyst. .

:

recommended that the Commission develop comparabi.e.'cost.of--
instruction _data for the three public segMentt. ThefUll text of the
Legislative Analystls comments folloWS

1 V.
We recommend ti4at the California Tostseccndary,Education
Commission (CPEC) be 'ftrectecY,to develdp-Cdkparable. costs
of a). instruction, major disciplines and level of
instrUction;',and b) support services, in three public .

higher edUcatipn segments, and.submit inary report
to the Legislature by. March 1, 1980.

There have been a vatiety_Of in recent years to
secure .comparative the'cost of higher education
programs:-

(1) In7a965, SCR 51 directed CPECks predecessori.the
,

'. Coordinating Council on Higher EduCation, to develop an
annual report comparing salary levels and benefits of
California institutions with those in other states.
This indirectly facilitated comparisons between the two
California segments then in existence.

/
.4,- (2) In 19714 SCR 105: directed the Council,toreport

uniform data on costs of instruction fo the'thres
segmentsof higher education. This yas O ly partially
complied with and eventually. 'sup duetd
methodological problems.. ,ta :

(3) '4ii'1978, supplemental language. to the get-till

-

N..

4
. . .

directed CPEC titicievelop common definit'ons for
reporting graduate FTE: A prelithinary report has been
distributed. . , . 4 :

.
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In spite: of these effotts, the Legislature still lacks the
data necessary to make' intersegmental program cost
comparisons.

- A

In addition to the historical.concern, the emergence of
the community colleges as the, single largest'item of state
support for higher pdlirAtion raises, new questions abotit
the equity of funding between the segments. In the next
section'of this analysis we, are recommending the inclusion
of .commuziity colleges in the annual CPEC report on
salaries and benefits. The'inclusion'of salaries _paid it

/community colleges will provide one important source of
comparative data. -However, much additionAl information is
necessary to assist the Legislature in..:evaluating the
allocation of state'support between the three segments of'
higher education, the distribution of support within each
.segment,andthe merit of'requests f6r prograM increases. -

Becaus,e:of-the variability .found between programs, levels
of instruction, and support servideswe_recommend that
separate, cost and staffing fadtors:be developed fot each
of these elements. This 'task logiCally'lalls to CPEC, the

'aagen5y created specifically to foster n.intersegmental
apprbach to higher education. The 'development of
comparable cost and staffing 'factors, is basic to any
.attempt to, interrelate the'segments, and:thus should be
given top piiority by the agency.: A deadline df Marcit.1,
1980, would provide sufficient time lor the agency to
'develop ;preliminary factors that could be reviewed in
hearings on the 1980-81 budget..-

Subsequent discussion before legisla ve committeesand with the
Legislative Analyst's staff resulted in an agreement that the Com7
giission.,would undertake-a-feasibility study. to examine -the useful-
ness of cost=of-instruction.data for California., Under this agree-
ment the Commission was to develop afeasibility study that would:

1., . Identify alternative programs' capable of generating cost-of-
instruction data;

Discuss the "usefulness" of such data in planning,
management, and budzet review; and

."9

3. Doctiment the cost of implementing each alternative.

S
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RES'ONDtNG TO THE CHARGE: DEVELOPING A "COSTING SYSTEM"
.1

Thee key iequiremant of arty costing system, 'Whether designed for
education, government, or private induStry, is that the system mus
respond' to. t needs of thoSe who will use the cost infOrmation., The
co!sting syst -developed in this report is intended to respond to the

;Legislature 's.- perceived interests, with - considerations pro'ided for
the irite,rests of the segments and t e Commission. Inspection of
prior- -legislative directives, ihte retation of- the/ Legislative
Analyst's reCoknendation, and a revieii of the manner in which- sinkilar
cost data are employed in other states, suggested to Commission staffqthat the Legislature's interests lay in the developarenof cost data
that would meet Some or all of the following objectives: L . 1

.
1. Document) "to A grpter extene.than presently pOSsible, the

elipenditures associated with-specific edUcadonal activities; .
. .

. . ,

2.:°;" Pet;m4 inter- and intraSeRnental cast dompariions betWeen\
similar editcational activities using omparable,,,measUres of

,costs;' ' 4.-

s.

Employ comparable- measures of cost to -ensure. appropriate
levels of Tundi.pg for .similar: activities amohg.and-between

'segments;
,;4. Predict, s.'"if.th greater. certainti than presently possible, the

.impact -of dhanges in State-level educational policy upon4- segmental funding needs; and
*1 I-

Aid in the development of new student charges where .rsuch
charges, are.,based upon the cost of providing educational
support to students.

These objectives are by no means all inclusive, 'nor' are they
:iiecessari,l.y consistent with those pursued by other states that have

loped cost-of-instruction information.. While detailed
ation, regarding the motives other states has beerCdifficUlt

to t 'n 1,1 the available pliterature suggests 4hat:

ome'states.have developed cost-of-instrubtion information
for decidedly different reasons than those identified for
,California. . '

I. w f

Some states use -cost-of-instruction information for different
purposes. than those envisioned for California,

Some states embrace the concept. of inter- and ihtrasegmental
cost ComParisons while others, specifically 2, reject this
notion.
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4. Some states develop cost-of-instruction data with the primary

5.

intent of utilizing the daga in ,ate level bjidget
preparation and review,.while.other s tea employ the data,
for campus-based planning and managemen purposes only

Some States claim, sUgeeSs in establishing
ingrasegmental cost comparability standards
appearto have abandoned hoperog doing so.

inter- and
while others

Clearly, thefaCtors influencing thedevelopmentofgostdata, the
purposee for which the data.are employed, and the degree to which the
data are utilized and:intrasegmentaairatpliS comparisons
vary dramatically among those states that haVe impleMented cost -of7
instruction programs. The experiences. Of:other states' do, however,

.,appear to:be consistent on a number, of points.

1. Few states aPtvear. to have.relatZed .all of their original .

objectives in employing.cost-of.instrUctioadata.'

2. Nearly every state that 'has developed cost -o#'- instruction

data has experienced some level, of difficulty in establishing
cOmparabilltystandards.

3. Most states have found thit'the development-of cost7of-
instruction.informationhas taken much longet.than original1
anticipated.. . -

The five areas of perceived Legislative interest in cost-of-
instruction information are founded on the validity 'o'f one 'or both of
the following assumptions:

1. ihat.cost-ofAiinstruction data can be developed 'in
that, accuragAp.y represents sbectfic educational a
and,

'that measures can
gomparable.cost data
parisons.

\----
developed to permit the use of the
in inter- rand intrase ntal com-

,

Qt.
a manner
ivities;

These are two exceedingly important points. If-accurate cost data
cannot be developed, or if comparabilitystandards cannot be estab-
lished; some or all of the Le slaturg's interests will not5'be;
addressed. The remainder of his chapter is devoted to an
examination of the issues of.accu acy and carability.



www.manaraa.com

The..pursupf AccdraCy: Resolving Methodological Differences

dIA
DiffesehCes.:in c t.''data.among campuses/segments may Arise. betause
different proce Ures ate:employed-in'the preparation of data,. Such

, differences are termed methodological differences`. They emerge when
,individual judgments are exercised on issues'suCh:as: -'

:

L. Substituting 'surrogate data .where actuai data are -

unavailable; 47'

.

Establishing instructional :cost.'Objectives'and activity
structures;

Assigning costs to particular activitids;

Translating costs from one accounting system to,another; and

. Implementing.faculty time and effort repertitisystems.

In 'the last decade the Nationaenterfor Management Systems,
(NeHEMS) has developed standardized prOceduret for. developing cost-
of- instruction data.: :I'l& NCHEMS syste4 has received substahtial
publicity,. evaluation, and, in many stateS.,', acceptance as the

.,.costing system that most effectively minimizes Methodological
differences%

_Subsequent thapters will dedcribe the NCHEMS costing methodologY in
. . .

greaterdetpil; however,A.beJTC0HES procedures fOr developing:cOst-..
dt-instruction data at, the cathput level can be summariZed.in the
folloWing five steps: '7 . .

1. Campus expenditure data are translated froma caMpus7based,
accounting system into a statet-level, standardized accounting
structure called the program Classification Structure (PCS)..

2 Activity surveys are.administered to faculty, and salaries,
benefits, etc., are prorated among selected elements of the.
PCS (instruction, academic administration, etc.) based upon
each faculty memberssactual work pattern-,

. ,

3 Campus "oyerheae expenses (libraries,' plant maintenance,
executive management,' etc.) are prorated among instructional,
research,: and community service activities, using formulas
applicable to the particular nmerhead category. (For
exaMpie, plant operation expenset'are.often. assigned to
specific instructicinal.'disciplines, .based on the:square
footage utilized by each academic department.) ,11
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,

To develop the cost per student credit unittaught4 the total
Costs of underwriting .a particular'academic discipline (the

.iaum::_of steps 1 through 6)is dividea.by the number:of:Credit.
-UnitstaUght ins the dipiipline (and if desited-by level of
.inStruction):

.

.

To obtain the cost per credit. unit taken"by student. major (and
f desired.by level of studentY,Lthe .'cost per credit unit
tau t by-,each-academic discipline is disttibutedto-student
majo s based on actnal student enrollment tecordi to obtain
the cost per credit unit taken by student major (and if
desired by level of sthdent ).

Of'these five, procedures, only steps 1, 2,-and 3 are susceptible to
methodological Aifferences. The NCHEMSi..costing procedures
established far each of these steps serve to minimize the potential
for methodological differences in cost computations. The NCHEMS
costing procedures, 'however,' cannot guarantee complete accuracy
because:

'1. 'Some:campus accounts, cannot be readily or directly translated
int& .a corresponding PCS account. In such instances the

.-judgment of a dminitrator regarding selection of the
appropriate -account t tlatiOn,procedure may ..introduce
methodological differences..

.

2. Vacuity-activity:survey instruments are usually administered
on a telf-reporting basis at a, specific time during the
acadethic year. 'Jherefore, -the potential exists. *for:
individual.:faCulkeo misreport their activities,inten7:.
tionally or inadvertently, and:thereby introduce-errors in
the-:alloCatien of __their salaried, .,specifiC educational
activit es. 1Vurther, the ."snapshot" mature of the survey
protedure:assumesthatjaculty activity during the period in
which h-the survey isidiainistered-accurately repreSents the
faculty member's:actiVlties for the entireacademic'yeat..
This assumption Createsthepotential for misapplication Of a
facultymember's salary to his/het' actual. activities.
throughonttheacademityear.

_Thefoimula4 employed todistribute institutional "overhead'
costs to instruction, .research, and community service are
usually general in nature, and may not be pretise enough to
ensure that each educationaLactivity receives its !!fair"
shire of institutional%verhead. The potential exists.. for
one or another academic department, research centeF, or
community service program to be assigned either more or les
than its actual share of the campus's.overhead costs.

... -
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1

In sum, while the 'NCITEMS -procedures have done much to ensure the
precision of cost-oflinstruction computations, the potential' exists
for certain methodological differences to' creep into the process ,

affecting the accuracy-of the resultant' data. It should be nOted,
however, that methodological differetrees exist. in all costing
efforts.

The Pursuit. f Comparability: Dealing with Function `1 Differences

Functional differences arise in cost 'data due to differences anong
institutions in thier instructional, research, and/pr coinpunity
service, programs. Such: differences are usually based upon.
differences in institutional ''character"--differences that involve
the 'personality" of the campus. In general, functional differences
at the Campus' level are difficult to describe and:often ippneerible to
quantify. These differences do, however, have the potential to
influence the outcome of cost-of-linstruction ,dsta to the point that
comparisons of apparently. .similar activities of two campuses become.
questionable.

Functional differences may emerge in a variety of ways. Some of the
more readily identifiable sources "of functional differences are:

Institutional roles and missions,

Constituents and their attendant influence
services,,

Degree of institutional: "maturity",

C4mphs scale economics,

Geographic location,

Campus and/or segmental governance

7. Program quality, and

on campus .

Structures,

Revenue sources and the availability of funds.

The elimination of 'methodological differences, :while an 'arduous and
painstaking proceSs, can be achieved or, at the least, pursued to a
high level of resolution. Functional differenCes are by .definition
irreconcilable and will be a factor in_all attempts' at'CoSt. compar-"

There are, of course, significant' functional differences. among
California's three public. segments of higher' edacatiod, The
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University,Of California:emphaSi*es -research and graduate studies. ?
..3126 californiaState UniversitY and O011eges is oriented towards
undergradUate instruction and-prOgiamT-t

l

rough:the master'sleve1.
The'-OaliforniComMunityC011egee imlare Co itted to public. seivice:

:activities and tWo-yeariaCademic and vocational education programs.
.

.

.
°. .

These. unctiona differences, ts lished underf-the 1960
4.
Master::..

Plan, act as inhibitors to intersegmental comparability: This. does
knot-mtan, however, that all.. educational actiVitiessu 'rted by.one.

,

.-segment'are,:by definition noncomparable. with :those of *'Other
:Tegments.:'- ComparAonsiof ;$eemingly similar activitiei._among,
segments shOuld not be deemed inappropriate sorelyO-the basis of
differentiatiOn of funCtion, but 'rather as a result: of

. 4. .

inspections of the activities to becompared: I

.vThe Usefulness of.COstiData. iq a Prci cal Setting

The-HEMSCoating literature 2/..sUggesta that inetodologicaland
functioadifferences Can ipe-amellorated by pkbViding,a detailed
program descriPtionfor each set of program cost data that is
employed in interinititutional.Ostoomparison NCHEMSfurther.
.suggests that'thoserespOnsible loirmaking the comparisons should
not'attempt direct -cost. comparisons in .those instances *here
prograds Oiffer.signifiCantly.An scope and obitective.

, - ,

Given that both. methodological and funCtional differences are'pres-'
in° all cost-ofinstruCtiOn1.Computations, how useful can the data

Ise when viewed. ilitermsofthe tiveilegislative,Objectives identifi,ed
:earlier?. Unfortunately, the"' Xperiences of educators familiar with :

'.theicosting' rOcedUresi provide only limited guidance in responding
to the question.

..-
.

.FOr'example, Hirold'Inarson, President Of-Ohio State University':
observed 3/:

. . .

.

Skepticism aboUt the Usefulness of student unit cost data,.
extends from internal administration., t.o.external. uTe.by
state controlling boards) and state officials. As most
public- institutions face, at best, near stability. ,(more
typically,: serious enrollment -declines); the traditional.
'student dnit dost.dataapparto serve" poorly.. TO use such,.
data as the major 'building ,blockS for determining
appropriation levels is.. to ignore reality. and
indefensible.and-tnt6lerablecuti.

David Brown;" ,Executive Vice Tresident-for.:Acedemie Affairs and
vi ,Provost, iami University, pressed the same point with even .greater

vigor. In speaking to the iSsue OLplanning-and managing for the
. :eighties 4/,' Mr. Bros n exh5rtedcollegeofficial.s.to:
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Subvert all attesipts to standardize cost data collection.
. . . The utility of the- college, as among many
institutions, is its freedom, not its efficiency. , . . The
collection of comparable interinstitutional data, beyond.
fundamental statistics such as enrollments and budgets, is
(much like atomic: energy), too risky to be worth doing.

Speaking to the-same issue,' but .from a different viewpoint, George
WeAhersby,, Commissioner'rfor .Higher Education in Indiana, noted
-that» 5/:s

th instituti a1. and state-level staff in Iaiana arefg
fairly comfortable-with the co/Sting methodology being used,
given that average cost information i -s being collected.
Most of the comparability problems have been resolved,
although, it was felt that one more iteration of the cost
study would be useful.. A key action that helped resolve the
comparability problems was to reguire regonciliat'on of the
cost study data with institutional' financial report

. ..
The ,New 'York Department. of .Education 6/ expressed a sprsew t similar
sentiment in its Pall 1979.issue of. PS

4

; Despite the problems of interpretation presented by these
[cilst-of-instruotionl statistics, 'it can be valuable for'
both, institutional and State-leYel plInners,. It can point
to areas that deserve closer scrutiny, either as potential
trouble spots or examples, of effectiye practices.
kegardless of its ultimate .applications;'-this measurement
reflects only one aspect of higher education. It is-bnly in.
Conjunction with other statistics and. trends that it becomes .

a useful indicat-or of status and perforthance.f°
While eduCators will undoubtedly continue to deliberate-the merits
of gathering cost-of-instruction data for sometime to come, there
are some points On. which most observers agree.

The. primary .requisites-of cost -of- instruction data is that:7..
they must _be.accurate.- TO the maximum extent possible the
data must be free of methodological differences..

Cost-of-instruction data provide only _quantitative activity
measures. They do not, nor can they be manipulated to, .

provide a qualitative assessment of educational.activities.

Cost-of.-instruction data describe only the cost portion of
the cost/benefit equation. The presence of cost data in the
absence of corresponding benefit data -can lead to the
assumption, that educational benefits are all of equal
quality.

,t
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4. Interinstitutional (or intersegmental) don.. isonS:eniployingl
cost -of- instruction, data as the primary ; camparison
must include an assessment of the functiona differences
between br among,the institutions to be compared. Cost-of-
instruction data are relatively meaningless unless tempered
with a descri*ion of the ,characteristics of the institutions
involved in the comparison.

S. The utility of cost-of-instruction data is somewhat limited
Eby, the inability of both laypersons a d professional
educators to understand the data properly ftnd.to view them in'their proper perspective.

Cost-of-inStruction data usually measureaverolage costs. Meng...-.

legialatiVe and exec tive:brancy decisions eal.more with
marginal, cost:cOnsid rations (e.g, hoWAMiCh Jditional money
is reqUired!to. fund a Tpecific increase.in.oTe or another
edcational- activity). than with ektera _costs.

doesextent, the avtilabilitgagexage c st data does.not
assignificantly ,aid those concerned: with marginal cost

AeCisiOns.

1. 7. Cost-of-insttction.data are. something Of .a-dull-edged.sword..
WhilOata that are properly computed and ApprOpriately used
can Piovide. N441tiable Idsights into selected. edUcatiOnal
activities,.. data thatiare not canliaVa: a substantial
deleteridua.(and potentially lasting) effect_ updnthe'baSiO
fiber of an institution and/Or segment.
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COST-OF-INSTRUCTION PROGRAMS IN CALIFORNIA

INTRODUCTION

This chapter traces the Involvement of the legislative and executive ,
branches. in cost-of-instruction studies from 1961 to the present.
The participation 6f the Coo4ainating Council for Higher Education

ach study is also discussed: The.concept of program budgaing-is
uced and the impact of th.,:concept upon State. Suppeft for 4'

publi tostsecondary education is d9cumented.
2 J

.

THE CALIFORNIA PUBLIC HIGHER EDUCATION COST AND STAVSTICAL ANALYSIS
.

%- .

TWO months 'after his appointment as the first Director ofthe Coor-
diAting Council- foriftigher Education, Dr. John Richards reported at
the Council's November 1961 meeting that Council staff was working
closely with the public segments of higher education/to develop
uniform accounting and reporting procedures. Dt. Richards
considered tbhse\activities e4ential if the Council were to make
valid comments and recommendations-.on the general level of support
sought for higher education. The Council unanimously adopted-a
resolution calling for the Regents, Trustees, and the State.Board of
Education to cooperate "with,the Council in, the deve opment of
accouirtdg and reporting procedures which produce comp, rable data
from the segments of public higher education for, use by th Council."

The Council's 1962 Budget Report to the Legislature stressed the need
for the formulation of new uniform definitions for such terms, as
-"student," "FTE," "part-time student," and "computation' of
attendance."

In Jdne 1962, Dr. Richards presented ..a progress report on the
development of comparable systems of records tpr California public
higher education. While he indicated some progreWl had been made, Ee
advistd the Council that it "was going to be a long and difficult
task."

Finally,.in September of that year, Dr. Richards reported to the.
Council :that the segments had made substantial-progress toward a
..comparable system of accounts. He recommended that the cost and
statistical study which had been outlined for the Xouhcil begin
immediately-as the second step toward implementing 4 continuous :cost
and statistical analysis of public higher education. Director
Richards described' the.magnitude of the task of an accounting and
budget classification changeover for the then State Colleges from
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,the system employe by, and- inherited fromictheDepar fl-nt. of
Education. That sy tem was patterned after the acco structure.
recommended by the U:S...Office...of Education for .400'mentary.and
setondary 'schools. The new system was base& on the classification of
accounts as set forth in College and University Business
Administration, Volume I. Thethangeover:plated:bOth the University'.
and the State Colleges on a coMparablebatit of financial reporting,
%pith, was described as "the,' essential foundation stone to providing
comparable functional presentations and meaningful cost data.".

While resolutions Were,ad015tedby the Trustees.in,December 1961, and
the State Board. of Education, and the Regents. in. January 1962, to
implement uniform definitiont of 'budget terms iand the use of
identical 'systems of .budget classification-by all three segil fits,
the State Board of Education continued to use its existi gr
elementary /secondary classification for the Junior Colleges,*

Miring the summer of 1963, forms for the. California Public Higher
..Education Cott and Statistical Analysis were distributed .by the
Coordinating Council to each .campus-tb obtain data for Fall Semekter
1963.and.Spring Semester 1964: Thestudy was designed to examine the
costs of higher education by level and by ,segment an&to, collect
other kinds 9f relevant data.- The purposes of.. the study, as
announced 14theCoUnci1;'were:

.

. to make available.quantitative,data in the general
areas of -instruction -and research, adMinistration'and
general, . physical plant operation and maintenance, and
physical plant utilizati,ortwhich-mbulO'beuseful In the
develoriment of a mare.2ecOnomical ..and educationally
effective. operation of California's public institutiohs of

Aligher education and.Which -would facilitate the
comparison, interrelation,' and interpretation of*

expenditures and plant' utilization- -both intra- and inter-
institutiona4y and among the segments of public. higher:
education.' 7/

The stated objectives of the Analysis included:
'**

The collection of data upon whith to. help determine
out-of,state tuition;. review, facilities utilization
standards, validate and improve assumptions concerning

, Comparative costs; and,: assembledata relative to the*.
°operation of ancillary services. -Conduct of the study has

not.been-for the Council's benefit alone, Data collected
will.assist.-adMinittrators in all segments as they take
-management decisions relative to their own institutions.
In many instances- the Analysis will make.. available..

. comparative data of a sort never before provided. 8/

-12-
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The results of the Council's. study were distributed to the-Department
ofyinance, the Legislature, and ai1 campuses in June 1965. The
study covered the existing sixteen State College campuSes, five-
University campuSes, and seventy. ...tUnior 6311eges. It presented,
instructional cost data. for each standard discipline dexived through
a fiCulty, activity analysis; an inventory of classes; an analysis of
Costs _of. supplies, equiPment,. and clerical assistance; an analySis
of, supporting 'staff .(.counselors, pdepartmental Administrators, .

libraies and librarians) and. institutional and studeht-administra
tions. The data also provided the first' statewide facilities
inventory and facility-utilizatign data

The Council described-the ANalysis as "an important example of an
inter-institutionai and inter-segMental cooperative effort toward
developing more "acciirate and more valid management tools. It is an
effort, once begun, which should not cease but should be continued so
as to maintain a current, comprehensive body of data." 9/.

PROGRAM BUDGETING

Although the Analysis represented the first major effOrt of any state
to design and produce ...a comprehensive study of the costs of higher
education in its public institutions, plans to continue the effort
were dropped in 1966 when the Legislature and'the Administration took
a series of steps ..to place,:41;1:.., of State governnient under a
Programming and Budgeting Syst*';',#ABS),

In 1962, the. ASsemblykinterim COmmittee on Ways and. Means sponsored a
study by Griffenhagen-Kroeger 'Associates on the desirability of
undertaking Iong-ringe budget planning for the State. In its report .

to the Committee in January,1963, 10/ the firm recommended an
automated system.of program bUdgeting as the best approach to long-
range 'budgettplanning. The Ways and Means Committee .held OPen
hearings in June 1964 to review thiS subject.. In 1966, stimulated by
the spread throughout the federal.-government of the successful
synthesis of program budgeting anctost-effecti've,analyses in the
Department of Defense, the Governor and Director ofFinance issued a
:series otf Management Memos 11/ directing the development of a ,

programming and budgeting system throughout State government.._
,

The Coordinating Council sought a new role In budget review in order
to fulfill, its charge under the Education Code to review the annual
budget and capitaloutlay requests .of the University' and the Itate
College systems. The Council determined that it should playa
leadership, as well as a codrdinaiing, role in the installation'Uf a
comprehensive program and performance bUdget and reporting sySteM,.,
and that it should simultaneously study. and evaluate various proiram
areas. within the segments..

-13-



www.manaraa.com

This change in role brought about many studies of'academic 'disci-
plines, such as agriculture, engineering, environmental' 'design,
criminal justice, law, teacher education, and nursing. Other
studies were directed toward institutional activities, such as.
continuing.. education, .faculty workload, the NortheaStern CalIfornia
Study, and manpower needs in specific areas.

The first step in, the development of a PABS for higher education
called for translating the Mission of aninstitution into a program
structure supported by statements of objectives, need, and
authority, accompanied by a description of the elements of each
program and program workload plans. A schedule for segmental
implementaion of the ustem was developed bythe Council in 1967. 12/
The Council noted that one of the major .problems in applying PABS to
public higher education was the quantification of purpose. In
applying.systems analysis .to most organizations, the end product
goals can ,be quantified. In higher education, the principal, end
products are educated students, additions to the fund of knowledge,
and other institutional, services used by the public.

After several years of trying to implement a PABS, the 'State (and the
Council) reverted back to an-annual line item budget, not only for
.higher education but for State government as a whole. . 4

HOUSE RESOLUTION 376

House Resolution 376 (190) directed the Council to undertake a study
of highly expensive, specialized, limited-use academic programs and

'facilities, with the objective of concentrating such programs and
facilities at strategic .locations in the public-Segments, thereby
effecting a reduction `in total' cost to the State. In particular,
Programs_in engineering and the performing arts were clted in the
legislation.' The Council:was to provide a preliminary report in
1970; and a final report in 1971%

TheN preliminary report, A Survey of Educational Offerings and
Academic Plans (May 1969), was directed primarily ,to the question of
identifying high-cost programs.' The report examined existing
instructional programs in terms of degrees awarded,.student majors,
and student credit hours produced. Proposed niprograms in each of
the "critical" subject fields were also exaMid0. The report
identified twenty subject areas that warranted .;hither study in
light of the data that were analyzed.

The final report in response to HR 376, Higher Cost Programs in
Silifornia Public Higher Education (March 1971), exatined the
ehrollment in every class section offered by the three public

,

segments, as Well as facility costs. The data clearly dedOnstrated
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.

that Small cla'eS.size w;S.the principal factor.leadingt.6 high unit
teaching costS Almost 92 percent of the variations in unit teaching
costs were due to.variations in teaching assignments. Arcoefficient
of correlation of 0.96 wad-fonndbetween Unit teaching costs and the
reciprocal of weekly student'class hours. Unit costs in the same
discipline - varied .among campuses by as much as 35 to 1, largely
because.of,instructional assignments'and class size:. The report
noted .that by eliminating unnecessary proliferaiion of programs and
claSses and.byeStablishing .segmental policies that would eliminate
small classes at theimdergraduate level (nine or less students) an.

estimated savings of $35 million .could be achieved.. The report
identifie4 many.subject areas in which there. appeared to be
unnecessary duplication. Finally,, the report recommended and
established cew program review procedures for. proposed and existing
,programs that are essentially thoSecurrently used by the .council's
successor', 'the Postsecondary Education Commission.

SENATE'CONCURRENT RESOLUTION 10$ (1971)

Senate Concurrent Resolution 105 (1971) called for the University,
the. State University and Colleges, and the Community Colleges to
advise the Coordinating Council annually of their full costs of
instruction in a format deterMined by the Council. The Coordinating
Council was to submit its first report on the cost of'instruction in
1972.

The Council and the segments determined-that the method should be
consistent with the cost-finding principles and procedures being
developed by the National- Centex for Higher Education Management
Systems,(NCHEMS) at the Western Interstate Commission Higher
Education NICHE)

These, cost-finding principles had their roots in the California:
Public Higher Education Cost and. Statistical Analysis published in.
1965 by the Coordinating.Counci1.4'Although the Council discontinued
its cost-of-instruction stddies when the State launched its
Programming and Budgetins; System *(PAW), the staff and its Director
continued to Vomote- and extend the systemthey had developed inAle
ear101960s. The NCHEMS' efforts developed as an outgrowth of the
WICHE Management Information System program (MIS).

The."WICBE "'Project had its inception in December 1966, when
)Council st f met in San Francisco with representatives of state
coordina g agencies and others to discuss a'proposed terstate I

exchange of higher education data and information. In January 1967,
the WfCHE Director of Special Programs met with Council staff to
discuss theonit cost study being considered by the Council for

iCalifornia nstitutions'in 1968. His letter to'Council Director
Willard Spalding stated in Part:,

1

r-1.
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,
. . we might bring these4two elements (Common definitions

and procedures, 'and unit cost analysis) together by
suggesting to other Te/estern states the possibilitir of
conducting the unit 'cost study simultaneously with
California using gBE definitions and prkedures. .

On March 23, a letter was sent from ,WICHEta interested state agen-
,

.cies describing conversations withthe Countil and the. National
Centet for Education Statistics (NCES). The National. Center was
interested in seeing a unit.-cost study develop, andrecognized the
need °for extensive financing for such an effort.' Eleven, of the
'twelve western states, responded affirmatively to WICHE's March 23
proposal for the study.

A task force was formed to initiate the design ofam. inter-
institutional, interstate, higherreducation icost/benefit analysis
system. A brief statement of-the objectives and.guidelines for the
project was developed and sent byWICHE to various foundations and
federal agencies for possible funding. The project was Iriginally

. funded for one -half million dollars, and _since then supplemental
funding approaching.eight digits has been provided. Eyen though the
project was based on Council-developed cost analysis Procedures, it
was too large an effort for the Council to. guide and was
appropriately placed in WICHE. The project office,is now known'as.%
the National Center &for Higher Education Management Systems
(NtHEMS).

It was this system of cost-finding principles and ProceAures.that the
Council and the,segments s6lected to use in respdading to SCR 105.

The Council's first annual report in response to SCR -105 was
-published in October 1972. 'The report made cost assignments oniy to
the sub-program level.' (See Figure 1.) It stressed4the need foi
campus'reporting at lower activity levels for future reports. The
first report did develop some costs at'the program cate4ory'leVel but

') these were at the segmental Ievel-qa1Y--not by campus.

The report concluded that the definitionarproblems,of the,mid-1960s
continued to exist, and noted that the. Community CollegeS were still
using the California School Accounting Manual which itas also used by
the public elementary and secondary schools and, in tht Council's
view, not appropriate-to higher education. A copy of the Council's
"Findings and Conclusions".appears in Appendix A.

The second annual report in reSPonse to; SCR 105.was publish4d in
Match. 1973. The repott incorpdrated several improvements over tie

'f irst-report, but again did not break down costs ffirther than the
sub program level and program category'cost were devel,iped at -the
segmental level only--not by campuS. (See''Figure.1.) he major
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-.:Figure 1. The, Prograth ClasSifiCatioil Structure

in the Coordinating Council's .1972 COsOtUdy
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_improVements were: (1) inclusion of teachips, assistants in the
University's computation, and (2) inclusion of. nOnbudgeted funds'in
all :segments, except for Atomic Energy Commission operations.

koblems, as welles the,Community Colleges' use
of the California School Accounting Manual, were cited as .major
obstacles that would have to be overcome in future reports before the
intent of SCR 105 could be realiied.

The 'Tin gs and'Implications for Future Reports" prepared pursuant
to the 197 study appear in Appendix R. Many Qf the concerns for
methodological and functiohal Alfferences discussed in Chapter I
appear in this - material, but .are framed.in terms of'Califoinia's
public system of higher education.

The'tfiird annual report under SCR 105, which was issued in February'
1974, indicatedconsiderable' progress ball been made by the
University and State University .systems in implementing the format
of the. Program Classification Structure developed, by. NCHEMS..
However, the Community Colleges' continued to use their-ad
accounting Structure, which was not-6omparable. The "RecOmMenda-
tions for Futtie Reports" (Appendix C) noted that the had
gode as fat as poAible in determining the*costs of `instruction..
because of the limitationdimpo}5ed'bi currently aVailable data:
made several recqmmendations theldeWly createdPostsecondary'
Education Commission.should it decide to continue the series of
annual. reports .
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CHAPt ER III
y

THE USE,OF COST=OF-INSTRUCTION INFORMATION IN OTHER STATES'.
4

:INTRODUCTION

This chapter summarizes the' responses to questionnaires off" cots of
instruction sent to other states. It analyzes those reSponses tat
determine how many stat develop coSt-of-instruction data, how
cost's are ddtermined, how th data aggregated, and how the data is
used. -

THE SHEEO/NCES SURVEY,-

4th'en .Comm- ission _staff recei _charge from the Joint Legislative
\ Budget _Committee to study t rbility of conduCting annual cost-

of-inStraction simdies in Cali rnia, -it .determined that an
examination of these activities in other states was warranted.

.
The . staff sought and - received cooperation from the.,,SHEtQ/NCES
Communication ProjecP.. SHEE0,; the acronym for the organization of
Stateligher` Education additive :Officers, and the .National Center
for EdUCation Statistics (NCES)- have ,established' a communication, ,
network with repiesentatives 'from each of,the fifty states; and U.P.

. territories.

In. Mareh 1980; a qUestionnaire was sent to the State SHEEO/NCES
Communication Network.Rdpresentatives asking 'specific Information on/
the extent to which,each state has developed'aild" utilized information(
on the costs of instruction. (A copy of the questionnaire is
presented in: Appendix :D.) Thirty -one states responded to the :
questionnaire. ses and enclosures were forwarded to 'the.
,Commission for retriew and nalysis.

ANALYSIS OF RESPONSES .

In response. to the principal question, does your
develop cost-of-instruction data for public an
institutions:

Eighteen of the thirty-one states
indicated they did:

which

ttate presently
independent,.

responded (58%).

One state reported that its effort had just Vegun and that the,
data were too new and uncertain to be useful;
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One state reported that its data wergover7 rough and the study
was being discontiUUed; and r

4'

One state reported it was developing a system.

Qf this,xotal_of twenty-bne states,

Eight reported that they collected data annually;
)

Four collected data biennially;*

One would not repeat its data collection; and

Eight collected data aggregated to asfew is sex-subject area
classificationsis

1

.. , j
.40f the remainineten respondents, eight state indicated,they did not

develop cost -of- instruction data, the responSe.froiv-Cdel was unclear
1.

,

(the enclosures related to ' budgetary formulaS),,and one reported it.
-had.attempted a study several yearsago but was unsuccessful because,

. .

of'the wide diversity among its institutions.

Of the twenty states that cuiently compile cost-of-istruction
, datt, two indicated their studies inizolved only ,four-yeai

institutions-. In two other states, datt was collected independently
by, separate governing boards for'cOmmunity co4eges and senior
institutions. .,

.

'Fifteen of the twenty states which had developed cost-of-instruction.
data,. either annually or biennially, differentiated these data by
level of student and/or level of instruction. One state used only
three levels of instruction.

.

Nineteen Of the twenty states indicated that their data were
differentiated by discipline and/or' program. While most (15)
differentiated these data by the HEGIS taxonomy of, instructional
programs, one 4tate aggregated data into six general areas of study,
one-used nine ciaasifications, One ,used sixteen classifications, and
.one used thirty classifications.

USE OF COST DATA

Fourteen states (45%, of the respondents) indicated that the cost data
were used in the budget review process; two other states (6%)
indicated they-were used to develop subsidy-formulas. Twelve states
(39%) declared that these data were used in program review, andseven
(22%) indicated the data were used for faculty staffing. Eight
states used the information to determine tuition and fee levels.

-20-
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One state deVelOpeosts of instruction as a projectionOf.budgetary
needs for its institutions.

One 'university.tystet plaCed a caveatonits.repo , notingthatoost.
. . .

datashoUldnot'be viewed as the.e approPriate lev of fUnding,fOr
quality.educatiOn.,Questate specifically notedth its datawere

0 too:new to be-of:value, except,forPoS'sibleinternal' StitUtional,
use... It Cautionedythe reader asAinst any cOst.CoMPari nsand Cited
six limitationS of thedata. ,'\

r ..
, ..

4"
Twelve states reported

%,

that the. da'td:were employed by.'.indiVidual:
campuses, the. various boards, and the legi'Slative',and executive
branches of government. Two statet4epOrted that the data were used
only for individtiaLOaMius.self-stUdy purpotes,

TERMINOLOGy:':,

.

There. APpearsto-be some Confusion about `the meaning'-of.the terra.
"Cost of instruction".- There.also.appears tobe widg differences of
Opinion on what should be included in InstructiOnal'cOsts.

.

. v4w.,
No less

I
than twelve states responded to the questionnaire 13jr

enclosing budget formulas, budget allocation prOcedures;'or similar
documents, that were used to generateresourc.es. 1i generali
documents established staffing- ratios by discipline. and added,
predetermined.percentages of total faculty salary coSts.or support,
administration, libraries, general_ expense, student, services
(related to student headcount), anti physical plant maintenance
(related to\square-feet).

Sode 'states comPuted-costs".on the basis o funds appropriated:pet
FTt. Othersfomputed only direct costs (faCu ty, fringe benefits-and:
direct.instructional'support). per student credit hour. Only two of
the' thirty -one. states computed full costs:annualiY and .i third
derived full cost data:biennially. .The latter reported.thatIthe
process was totv..COmplex and too dostiTformore frequent studies:

SYSTEMS DEVELOPMENT

From the respondents' enciosures,:it'was apPirent thati.t hid taken,
most statesfrom three to five years to generate the data to develop
a. costing methodology. Some of those states cautioned, against using
the ldata in _segmental or interstate comparisons: Comparable
accounting systems and:definittOnaIproblems appear to be the crux-of
the costing mechanics
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';1

Computer .hardware and/oe.siiir.Wre .ao not sppe.Sr,to present's probleni
in the deVelOpment of S..costing sYstem..

4'4
The thirty-one states which
.naire were:

Alaska.,
Arizona
Colorsdo

4. i,cul
5. Florada,..

Yf 6e Idiho,
7. Illinois
8., Iowa-
9. Kansas.

10. Louisiana'
11. Maryland
12., Michigan'
13. 'Mingsot,4
14. Missouri
15. Montana

A .tabulation

o:

responded to tiie:'SHEE0/NCES question%

16. Nebraska
37-7c-..New Jersey

New,',-York
194- North Carolina

- 20. .o0hiwo

21. . ,Oklahonia
.

,-22. Penttsylvania
23. Rhode Island
24. .SonthDakota
`25. Tennessee
26. Texas
27. Vermont
28. Virginia a.

'29. West Virginia
30. Washingion
31. Wisconsin

of the responses is present"e'd in AppendiX E..

-22-
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CHAPTER IV

COST:ANALYSIS IN POSTSECONDARY EDUCATION AND VARIOUS. COST-Or-
INSTRUCTION METHODOLOGIES

INTRODUCTION

Thit chapter traces costing from a generalized concept to &specific
methodology capable of generating cost-of-instruction information.
The NCTITMS costing system, is explored and four specific cott-nf-
instruction methodologies are described.

DEFINING COSTS UNIT COSTS, AND PERFORMANCE MEASURES.

As with most major concepts, that of,"cost" is Aifficult to define.
Definitions of "cost" tend .to depend upon one's miewpoint. For
example, students generally view cost's from a consumer viewpoint, as
a fee or.charge preceding matriculation. Financial analysts define
costs as funds required to obtain various,goods and tervices. Those
concerned c4ith the State budgetingprocess usually think of costs as
the amount of State, federal, and/or. local funds employed to
underwrite.J.ast year's activities and the amount that will be needed
to support 'next year's programs. Cost accountants interpret,
educational costs in yet another way, as financial resources applied
to, produce specific units of service.

The definition of "cost" is also influenced bythe objectives tought
and the manner in which costs' are classified. Costs are often
reported as:

1. Historical Costs
patterns;

costs derived from past expenditure

Projected Costs - future expenditures
of past experience; or

Target Costs - standardized levels of 'eXpenditure established,
as a spending objective.

Costs may be alternately classified as:

1. Direct Costs - costs
.attivity or condition;

Indirect Costs - costs assignable to an activity which
provides a support function for another activity; or

readily attributed to a specific
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. F411- Costs - the total cost of supporting an activity
condition; the sum of direct and indirect costs.

Costs may be vieweddn terms of thefr stability wEth respect to
volume or activity. When considered in this, manner costs are often
categorized as

1. Fixed Costs - costs that, are, stable with respect to a
particular volume of activity;

2. Variable. Costs - costs that are predictably dependent upon
the volume of a particular activity; and- .-

3- Semi-variable Costs - costs which are typically variable; but
',do not change in a linear relationship with changes in volume.

-Considering costs from the viewpoint of their recurring nature often
yields the following differentiation:

1. Operating Costs - costs incurred in the fiscal period in which
the activity will take place;

2. Capital Costs - costs of property,and/or equipment'intended
to last beyond a specific fiscal period.

7'16 permutations and combinations of cost viewpoints (and therefore
cost classifications) are endless. The determination of what a
"cost" is, or is not, is also subject to'various definitions. All
.cost definitions have a common heritage however, and that heritage is
the intended use of the resultant data The five legislative
"objectives" for the use of cost data described in Chapter I can be
employed to narrow."the range of cost definitions and bring a measure
of order to the manner in which costs are claSsified.-

The legislative objectives suggest that "cost" should be defined in
terms that relate segmental funding support to the levels.of educa-
tional "service ", provided, i.e., dollars should be linked to
subsequent performance. <Such a definition of "cost" permits the
Legislature to look backward and determine the, relationship-between
-services' rendered and funds provided. The same definition
inextricably links uosts to expenditures and permits the interchange
of these terms without loss of meaning.

CLASSIFYING COSTS AND ACTIVITIES

The campus is the smallest unit in California's postgecondary
educational enterprise that supports a full, range of educational
activities;, therefore, the-campus-be:comes the basic building block
of any cost-classification'structure.
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Campus-based accounting systems have evolved to their present state
in response to a variety of competing interests. One of the primary
requirements of these systems is that they must support the day-to- ,

day operation.of the campus: they must facilitate the payment of
receipts, for various goods and services; ensure that faculty and
staff receive regular, timely, and predictable salary payments, and.

`provide a' firm base for fiscal audit and management control.
Institutional "size" and complexity, campus'role and mission, the
relatime magnitude and varietyof funding sources, and local,
segmental, State, and federal reporting requirements, all play a
vole inthe character of campus-based fiscal,reporting systems.
Segmental accounting systems tend tn. emulate their campus
counterparts. While oriented more towardsmulti-campus planning and
management' than to day-to-day operation, segmental systems are, by
necessity, designed to gather and report fiscal information along
campus lines.

Existing campus and segmental accounting systems will not, in their
present form, "directly support the development of comparable
coat-of-instruction information. Minor revisions to the systems
used by the University of California and the California State
University and Colleges must be effected. In the case of -the
Community College system, an entiFely.new -accounting structure must
be adopted.

The call for a uniform, State-level cost:-accounting system is
neither new nor unique. The Coordinating Council's 1972, 1973, and
1974 Cost Studies cited the absence of such .a system as one of the
Major impediments to the effective use of cost-of-ins,truction data
in institutional, segmental, and statewide planning. Both reports
urged both four-ypar public segments. to work closely with
represeaatives of the legislative and executive branches toward
development of a statewide accounting system.

Sinde these reports were issued, the University and the State
..University have, through their own-efforts, and in response to
executive branch directives, made considerable progress toward the.
development of a cOmparable, uniform, State-level fiscal-reporting
Capability. The system'that has emerged in recent years has been
used primarily to support the. State's annual budgeting process.
Under this system, segmental an campus fiscal information is
published in summary form in the Governor's Budget, using the State-
'level fiscal reporting structure. An excerpt from the 1980-81
Governor's Budget that illustrates State-level data for the four-
year segments appears in Figure 2.

While significant progress has been achieved in the use of a common,
State-level accounting system by the University and the State
University, the California cpmmunity Colleges have been latgely
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Figure 2. Examples of the State Level Cost Classification System
Employed in the Governor's Budget

THE CALIFORNIA STATE UNIVERSITY AND COLLEGES

Source of Funds and Proposed irOgans Use;-Fiscal "Year 1980-81
-

Program Claudication
INSTRUCTION: ..

Regular lax:ruction
Special swain instruction .

Extension insuuction
RESEARCH: . .

Individual or pr*m. research
PUBLIC SER'VICE:

ACADEMIC SUPPORT:RT:
service

Lalararies .

Audiovisual Services
0301311#111 =PPM

SItITIM TIVITCE: -
' Social and cultural development
Sumsiememal ediscasional services--

EDP
Counseling and Career Guidance
Fmsncial Aid
Student .

INSTTIVTIWAt.L.SUPPORT:
Esacutive manage net.
Financial operations

. General administrative service
,-- Logistical services

Physical plant operations
..Faculty and of services

Community relations
ilkIDEPENDENT'OPERATIONS:

Outside agencies
.. FOUNDATIONS . AND AUXIL-

IARY ORGANIZATIONS
TOTALS. SUPPORT .BUDGET

EXPENDITURES

G2h2rai
Fund

i523,474.611
. _

54.689,012
10423.541
27,789.830 -_._
11.030.580

.557,221

12,864,593
4,793,069
1,003,698
2,872,695

21.1384475
11,654,066
24,755,464
34,317,192
98,291,686

8,1146,782
3,158,046

-

Student
funds

518.930:240
.5,561,139
3481,695

.

-

491,370
34;123
35,039

. -
3,189;631

-
14.707,457

... 6,151,431
19,004,251

S. ,953
,461

7954,181
4,394.460
9,390,712.

822,360

407,792

. 13,100.000

Federal
funds

55,094,386

39,400,000

Other
funds

- ,
77.782

458,302

--

-
567,390-

-

- ,-.
3,694,060.

18,637.954'
. 18.544,723

116,600.000

Totals. All Funds BudgtilMet
Apptyptistions

$542:404,851
. (542,404,851)

ST7,782
(77,782)

S458,302
(458,302)

2104,604,074
(55,164123)
(10,623,541)
(27,789,830)
(11,030.580)

5118,079,100
(3,746,852)

(12,864,593)
(19,465,374)
(62,816,905)
(19,185,379)

$220,210,660
(22.843,364)

' (16.219.952)
. u (32.534,757)

(34,317,192)
(101.985,746)

(8,846,782).
(3.462,867)

.537,182,677
'(18,637,954
(18,544,723)

Amount

S542.404,851
5,561,139
3,581,695

77.782

.458;302
.

55,180,382
10,657,664
27,824,869

... 11,030,580

3,746,852-
12,864,593
19,500.526
62.816.905
21,876,946

27,056,428
17,653,527

.32,709,645
38,711,652

111,376,458
8,846.782
3,980,406

19,045,746
18,544,723

169,100.000

Percent

44.29
0.45
0.29

0.01

.- 0.04

4.51
0.87
2.27
0.90.

0.31

1.05
1.59
5.13_,
1.79

2.21'
1.44

2.67
3.16
9.09
0.72
0.33

1.56
1.51

13.81

S352;608.561 5118,925,295 .594,494,386 5158.580.211. 51,224,608,453 100.00 51,023,017,446

UNIVERSITY OF CALIFORNIA

SUMMARY OF 'PROGRAM
REQUIREMENTS

State Funded Programs
Instruction: . .

General Campuses
Health Sciences ..

. Summer Sessions
University Extension ..__:-.... ...,;....:-.'..,..-..:.-..

Research . ..... _ ____......_ . '. .. .. . .2- . ::. .. ......
Public SirWel- ,..

Academic Support:
Libraries
Other

Teaching Hospitals.
Student Servies 4
Institutional Support .

Operation and Maintenance of Plant
Student Fmancial Aid
Auxiliary Enterprises.
Provisions for Allocation
Fixed Costs and Economic Factors
Special Regents' Programs
TOTALS. BUDGETED PROGRAMS .......__--- _

78-79
12,358.35
3,975.70

355.85
1,377.51
3,012.74
1,152,88

2,250.91
.2.144.34

15.745.39
2.766.01.
6,003.78
2,993

23-30.08
-

TS-80
12.327.46
4.663.90

360.02
1.208.99
2.630.03
1,204.98

2,183.38
2.592.78

14,477.31
2.850.76
6,249.25
3,207.75

-
1,709.62 .

-809
--

8041
. 12,571.22

4,770.28
. -60.02

1.208.99
2.630.03
1,218.48

2.193.88
2.592.78

14.477.31
2.850.76
6.258.25
3,368.75

1,709.62
-949

--
-

19M-79
5308,398,759

136,725,592
5 214 477

36.763.899
73.118,027
33.810.648

57,097.053-
58,368,034

377,138.095.
66,087,937

2.' , 3
87.972,997
33.134.567
72,082.640

-
18.211,967

I.97940
5360.573,124

158,874,041
5.659,396

41.704;702
84.718,721.
38,789,188

67,066,510
67,7,62.525

451341i619
70'620,597

1.9919,44.837798

31082,939
$/167.395
2.3;P4.125
-..,',.,-- -

' 19 453,924

180041
5367.790,368

163.985.491
5.659,396

41,704.702.
86,243.521
39,656.988

67,273.060
70376.525

494.357,619
71.442,597

119,461,879
102.868.978
32,063.939
9L ;736,395
38.333,738
39426.170.
23,250.703

56,266.51' 54.857,23 . . 55,261.37 51.466.706,123
-,..,-4--J_-

51..727J 50.063 S1.515,432.069

Source: 1980-81 Governor ' s Budget
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exempt from the process. The relatively recent separation of the
Community Colleges from the Department of Education,. and the
historically close ties of districts tot heir local constituencies
for the majority oftheIr fiscal support, are but two of the reasons -

for their exclusion from the movement toward the use of a common
State-level fiscal reporting structure.

-As indicated earlier, one of the primary re44isites of a program
designed to develop cost-of-instrucfion information is the existence
of a common framework for describing activities and reporting costs.
The State-level fiscal structure currently used by the public four-
yeai segmehts for budgetary review meets this reqUirement but
suffers-somewhat from intersegmental noncomparabilities 13/ and too
high a level of data dgregation. The fiscal structure presently
used by the. Community Colleges is not 'only incompatible with, that
employed, by the other two public segments but unsuited to the
development of cost -of- instruction data To facilitate the
development of-meaningful cost information--inforMationtat will
promote the Legislatures, objectives of comparabiiitfand
uniformity--a new accounting structure and activity framewol=k,must
be implemented for the CommtnityColleges: In addition, selective
-modifications must be effected to the accounting systems .presently
used by the University and State University systems.

The Program Classification Structure (PCS) developed by the National
Center for Higher EdUcation Management Systems provides a method 14/
which can be used by the segments to claisify program activities and
identify program costs. The PCS is highly compatible with the State-.
level accounting structureS presently used by the University and the
State University, 15/ addition, the PCS is the most widely used
classification structure for 'the development of cost-of-instruction
information. The national popularity of the PCS 'as the basic
framework for the develdiment of educational cost data provides an
additional advantage to California because use of the PCS
facilitates the interchange. of selected cost information with
institutions and segments in other states.

ArCeXpanded treatment of the PCS appears in iippendix F. An illus-
tration of the. PCS, structure appears in Fig re 3.. This structure
clasqifies all posiiecondary.educational activities performed at the
campus or segmental level into one of nine major programs:

1. Induction

2. Research
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Figure 3
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Public Service

.

4.-AcadedicSupPort

5. Student Service

6. Institutional Administration

7. PhysiCal Plant Operation

Student:Financial Aid

9. Tndependent Operations

These nine prograMs, and associated subprograms, provide a compre-
hensive system for identifying institutional activities and their
attendant.costs. When conducted within the PCS, data collection may
be undertaken oil an interinstitutional basid without regard to
differences in'organiZational structures, internal activities, or
funding sources. In addition to serving as a basis for common data
collection, the PCS's "universal" framework facilitates comparisons
of selected cost-of-instruction data'betWeen and.among institutions
and, segments.

Use of the. PCS as a mechanism for gathering, reporting, and ex-
_ ,

changing cost information, is discussed in greater detail later in
this, chapter. It is worth taking a moment-at thi,s point, however, to
examine the procedures used to construct aState-level PCS. Consider
the illustration in Figure 4.. Construction of a State-level PCS
begins at the. campus level. Campus "accounts" are inspected on an
individual basis and assigned to an element-within the PCS that most
closely reflects the activity assigned to each account. For example,
travel funds expended by a campus, president would .be assigned to PCS
account 6.1 (Executive Management). '"'s

In those instances where a single campus account reflects an activity
that is covered by more than one PCS account, the funds in'the campus
account are divided between the respective PCS accounts on the basis
of activity data For example, a campus account for the operation of
a student counseling center might.be prorated so that a portion of
the funds were allocated to PCS)acCounounseling ark Career

4) Guidance) and the remainder assigned account 5.1 (Student
Service Administration). The process .cif'tran§lating internal
accounts to PCS accounts is referred to as the account-"crossover"
procedure.

Note from Figure 4 that the'account crossover procedure is executed
at the institutional level. (Within the Community College systein it
.woulduld probably be neCessa to. effect account crossovers at the
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Figure4. Illustration of the Procedure Used to COnstrudt..
a Camlius Program Clasiifination Structure

4.

.1.0 2.0 3.0 4.0 5.0 6.0 7.0 8.0 9.0

INST. RES. COMM. ACAD. STUD. INST. PAYS. STUD. INDEP.
SERV. SUPP. SERV. ADM. PLNT. AID OP.

Campus-based.
PCS

Account Crossover
Procedure

-.Q4111Pu$

Accounting:-
System
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d

\

district level.) Once carried out at the -camp' s or district level,
the PCSs for individual instutions may be com ined and integrated'
with a second. PCS documenting .the activitie and costs of a
systemwide office to yield a "segmental" PCS. FinallY, segmental

. .

PCSs may be combined to yield a State-level PCS.

'Translation of institutional and segmental acti ity and fiscal data -

into te:PCS structure does not produce cost-of-rinstruCtion'infor
.

oration. anstruction of a PCS merely provides the framework within
which, to begin developing cost computatiOns. 1 Additional data
collection; particularly faculty :reporting (discussed in the.
Ifollowing section), must be undertaken in order to develop, the cost
of.:instruction data.

ENHANCING THE QUALITY OF COST DATA:. ADDING FACULTY REPORTING

Faculty 16/ are the princi001 asset of an institutiorr and represent
its most significant single cost. FaCulty participate in a wide
variety of institutional activities in the course of their normal
work. As such, a lump sum assignment of faculty salaries 17/ to one
or another element of the PCS using the account - crossover procedure
described earlier would misrepresent the cost oftheir various
activities. To ensure that faculty activities and theirkittendant
costs are properly represented throughout the PCS,,, a survey of,
faculty activity must be performed. The results of the survey permit
the assignment of faculty salaries to spedcific\ educational
activities.

Faculty reporting is usually undertaken in-one of two forms. In some
states, faculty activity is reported by-department chairpersons
(using a survey instrument), based on their assumptions about the
efforts expended.by the faculty in their departments. When pekformed
in this manner, -faculty reporting is referred to as "Faculty
Assignment Analpfis." A second, and more widely: used, *method of -

'gathering information about faculty activity is a survey instrument
.completed by each faculty member documenting his/her individual
°activities. This method of self-reported faculty dato is'usually
referred to as "Faculty Activity Analysis." In addition to providing.
data useful for unit cost computations, both of these\analytical
procedures generate. data capable of supporting a variety of
performance measures.

While cogent arguments have been advanced supporting eachcprocedure-,
Faculty Activity Analysis appears .to be the predominant survey
technique used in other states. The University of California is the
only segment currently employing a faculty ieportilig sy tem. The
Faculty. Time Use Study (FTUS) was instituted during th 1977-7ii
academic Year to collect aggregate, Universitywide info ation on

-31-

Q
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faculty activities which was to be sill-red with the State government.
Each year approximately 1,000 University faculty from the regular
ranks (and 300 from the irregular ranks) complete a questionnaire
concerning their activities for a specific two-.;or three-day.period.
The reporting periods are staggered in such a way that data.are being
collected for each day of each academic quarter during the entire
academic year This methodology provides a composite picture of the
way in which the University faculty as a whole spends its time. T26
reporting period of two or three days for each individual avoids the
problem of asking faculty-to .6stimate'in retrospect how they spent
their time over the previous week, month, or academic term. The
principles'of sampling yield a composite picture, but the validity of
the data does not apply at an individual or disaggregated level.
FTUS data are not disaggregated'by 'campus, discipline, or rank. The
data from, the study are used only for reporting on faculty activities
to the State. .

l'The faculty activity reporting system recommended in this report was
developed by the National Center, fOr Higher Education Management
Systems 18/ in 1972 and subsequently modified im1974. The National
Center's program 'supports the use of a Faculty Activity Analysis
(FAA) survey ,instrument that is compatible with institutional

.

accounting procedures, faculty 'workload considerations, and the PCS.
A sample of the FAA survey instrument developed by NCHEMS appears in
Figure 5. The instrument incorporates changes' necessary tq. meet
segmental,variations and permits a detailed allocation of faculty
salaries to specific PCS elements on the basis ot workload
information. An illustration of the use of an FAA to translate
faculty salaries into a campus-based PCS appears in Figure 6.

FAA surveys may be administered in a number of ways. Some states
require. every faculty Member to provide workload data each term.
Others require a random sample of faculty.to submit-data on a
periodic basis. Still others incorporate'a'random sample of faculty
and request data only in alternate years. California's needs for
faculty activity data are based won the need for data to-support
cost-Of-instructiort computations. The FAA survey interval therefore
becomes a direct functioh of the frequency with whiCh educational
cost data are required. While term-by-term data collection
procedures result in the most, timely generation of unit cost data,
annual, bignnial-, or triennial surVeys would probably be etadequate-
for California's needs and would be lesa expensive to conduct.

The sample of faCulty used and the frequency of tho survey are
important considerations. Well-drawn random samples'of faculty have
the advantage of reduced-cost and improved timeliness. Random
sampling does, however, preclude both the development of cost-of-
instruction data below the segmental level and the computatioalof
unit costs by academic discipline. Chapter V describes two cost -of-

(.)
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Figl4e 5

NCHEMS Faculty Activity and Outcome Survey Instrument
with Illustrative Data: Side 1

von ossurtroonns. HAt

sm. on soam.sicuncry

*oorrsorms.114POIRMATION Waal roc.u. autillincz Atom

1

.1n ib i
X

1
i
. i

V

11

5

,I, 1 I

ou.surnaxirs
124a

ACCOUNT
NUM=

.

.

SALARY
DOLLARS

A
I

.5

.5
AdMik.
Instr..

Bub. Ad.
Bus. Ad.

480506
110506

1041121
1541121

3300
3300

FATIMATE 110i. Iota in ER ILI.
IVERAGR 110CIO Mt %VIA

sarnonun ittoaric ACrIVifirl i PF.RCENTAfit DOTRIIIITION
70 INNTETCEIGNAL OLICONES.

.

A.1 somustmito TEACHING 0 .

AVIMAGE
HOURS

KR
WM

. It
.:Z
Tit.
Zo...aga

!-,
?I*
:2-.
2;.4

%

. In

.t..,
1.4.1 -,..:';,14
..Te,..

,t,-,..
..!?!g

27As.
;-.67..,..!

%

nn

1..
wL.,?,1

te47
zw.
:..0s?....
gat;.11

V.

nu
i
9

...,4..3
i*
..,+

S ......=w..
jes=-.se

%

NI

1..4
5a

tot
solii

.
go4cm

tot

InG311
De ...

+Mesa
Visaing

ourr.
usor

.

let

canna As
sacrum

p

.

NI

miser
HOURS

.

as

roma°
OFuarnic.

Tim

le +11M+44=111.

oinn.
Ewe

c..
. It W Reindlli
VI Emessisa

(II
'FOILMAIr
CONTACT
. HOURS

(1,0
DMUS

CONTACT
HOURS

a#
%PIMA&
'NOON &

ADMIN.
ITERATION,

Oaf.' 458-610 53 3 A 3 2 , 7.5 .

12.5'
. .

75"15 10

.
I.

. 458-12 39 .7.5 -
12.5 75 15 10

.
.

459-10 .28
p

...

.

7.5
.

.12.5 75 15 10

4us. 548 -10 1 3 E L . .. .75

.

85 38
. . . ,

,..

i .

.

et ..
.. .. . . .

. , .
.

.
.1. .

..
...

.

,

SUINTOTAL
,. .38.25

'' :. LiNIOgs-

no
nerriirre orsatisrson ,

. 'uostuton.i nn
=Actium .

..Dtsmesiion with.CoUedOsei 1 100

Workwith:14argi,ua Students 100
A..1 ACACHUNIC .

POOGRAN
Ausyssuna

.

AdVise Students
..- -e . '.5 100 . ,

, ?...

A. cOunit Aso
CURRILIALINDI:LOPIULL a N.

0
ExpioreBew Courses .5 100 'I

P.
.

Devito", 'Curreculv'Curriculum .-5 100
.- .

3.5



www.manaraa.com

Figue A
NCHEMS Faculty.Activitrand Outcome Survey Instrument

withillustrative Data: Side 2 '
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1 Figure 6: IllUstatl.os. of .itze-''Ust'Of a faculty Time and Effort,
Sdniey, Inati*ielic to,Distribute Faculty Salaries, Benefits,
Etc.; ' Intb. caiapustRaed Progiam Classification Structure
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. instruetion. alternatives 'based upon, universal and' randOm °faculty
samples: in the FAA Process. The differences in thequalities ands,
quantities of cost-ofiinstruction data . tulder each
alternative highlight the:trade-offs between. sampling Methodologies.

1'T1EX?NSE OF DEVELOING CST-OF-INSTRUCTION DATA AD T1EE.PRECISIOL.
OE'' RESULTANT DATA

' -,,,.,

Cost-of,:instru.ctidn-,data 'can: be cYeTieloped uSid* fournethodOicipes:,i,

Methodology 1:
.

Reporting .costs, by performing a; "crossover" between segmental,
accounting systems sadd the NCHEMS Program, Classification
Structure (PCS); -

MethodolOgy 2 ' 40'
RePorting:-. costs -.based on data obtained f4oaw. a:TiOdaty

1,ina lys is (pA)
' . ,. : °

.. llethodolOgY 3'. ' :. '.., .-.:1 6 ., 4-

.. 'Reporting .costs based on .data, Obtained from ati.Instructionall ,.
Work Load tiatriX TM-0 ;.'or .! ,, '

. ,' ;';,-
,-.

.. Methodolfogyle.

Reportinkjtosts-, based on the allocation of costs f m
,.2.%secondary te.primary cost centerS,:,

.

In every instance, the preciSion'of-the cost data'and the price tag
associated with the'procedures necessary. to develop those data are''

within.
. _

assumed to increase: (1) i each methodology' as -dita-reporting
precision increases, and (2) obetw,een methodologies- as different. .

Prooedures and associated reporting 'instruments increase in'

Co,st..inc'reaSes.4within a methodology-are 'considered to be linear. Thee.,ariotvit. of the increase cchries, depending :upon the precision of the
dati7to be developed.. Cost increases beiiaeeii- Methodologies are
thought,to,,he.4icontinuous, due to' the large investmelt necessary to ,
implement the' particular cost-aicounting procedures required by the
methodology. The generally linear cost -.increase within a -
methodology, coupled with the discontinuous cost increase between
'methodologies, results in the "stair-steps; cost graph illustrated in

. Figure 7. In all instances the precision. of the cost data developed.
under one methodolOgy is assumed to be, transferable to successive
methodologies.

expanded discussion of the, cost condideratiOns associated with.
each methodonly follows.
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Methodology 1: Crossover Between Accounting Systems

Under Methodology 1, cost information is prepared by translating
data from segmental accounting systems to the RCHEMS Program
Classification Structure. The

only
of such translations is

relatively low and increases only slightly with increased .emphasis
on the precision of the resultant data In Figure 7, the left side
of the cost line for MethodologAl represents accounting
4translations-- performed at high levels of data aggregation.
Incteasing refinements within the crossover wocedure, particularly
those resultihg in increasing data disalsregation, result in''only
moderate cost increases.

, As indicated in Chapter V, thdktranslation of cost data between
accounting systems is relatively inexpensive to perform but, un-
fortunately, yields cost data of limited value. 19/ While an
extremely detailed segmental/PCS account crossover would provide
more detailed fiscal information than presehtly available, it would
not provide 'unit cpst data on either a per-credit-taken or
per=credit-taught basis. Recipients Of. such data might well attempt
to derive unit cost information by combining selected accounts
within the PCS and dividing by one or another form of credit unit
consumption. The resulting" unit' cost data, howetrer, would be of
limited, and questionable, value. 'Methodology 1 is attractive.;
because it is relatively inexpensive to perform, but itrdoes not
'provide reliable unit cost information by either level.of student or
level of instruction. 41

Methodology 2: USeOf a:Faculty Activity Analysis Survey
r

Under Methodology 2, -cost data are developed by combining infor-
,mation obtained from the exacting. segmental /PCS account crossover
with data dehcribing facuity .activity. Knowledge of faculty
activity is obtained through a Faculty. Activity Analysis'(FAA)
survey. . -

Of
t

The' information derived from an FAA is used,to.assign the costs
associated with faculty salaries, benefits, and support costs--
traditionally between 40 and 60 percent of a typical institution's
total annual budget--to one or more specific elements within thePCS.
If desired, the FAA survey instrument can be designed to ciPture the
instructionally related portion of faculty activity on the basis of
academic discipline(s). When administered in this-manner, an FAA
permits detailed allocations of faculty costs to specific academic
disciplines.

s Figure 7 shows, the cost line within Methodology 2 varies with the
requency with which the FAA is pministered, the number of faculty

-38-
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surveyed,.. and the range of =activities accommodated on. the survey
instrument. The cost of an FAA administered biennially to faculty in
the. Fall Term only, and designed to capture instructional activity at,*
the two-digit REGIS level', would appear on theleft side of the costli'l
line. An FM employed each term, for faculty and administrators,.
that gathers instructional activity information at the four-digit
REGIS level would be considerably more'expensive.

While a faculty Activity Analysis survey is costly to implement and
involves considerable ongoing operational expense, the precision of
the resultant data is substantially improved `over that available
under Methodology 1. A properly administered FAA, when coupled with
the data obtained under Methodology 1, yields cost data of sufficient
quality and quantity to permit'computation of unit costs by both
instructional leveI"and academic discipline.' '

..-. .

Examplei of data deVeioped under this methodology appear in
Figures Sand 10.1hapter:V: _ .

Methodology 3: , Use of an Instructional Work Load Matrix

Cost information developed under Methodology 3 capitalizes on the
investment made in data collection under the first two methodologies
and expands the data to develop costs ielated to student credit

.

-"consumption." Program costs (cost per credit unit by major, etc.)
are developed through the use of an Instructional Work Load Matrix
(IWLM). To prepare an IWLM, institutions cross refetence data oh
each student's.course registration with the faculty activity data
derived from an FAA survey. This cross referencing permits
tabulation of 'sttdent enrollments with course offerings. Once
instructional costs by discipline and/or-level of instruction have
been computed; .(the procedure Utilized in Methodology 2), program

-

costs on a per-Student basis can be'determined.

While the procedure used to develop student prOgram costs (end the
language used; to describe the process) is complex, the procedures
have been successfully used in other institutions, segments, ant'
states. In sum, while arduous, the procedure works.

The primary improvement in the precision of the data developed under
Methodology 3 over the- data developed under the first two
methodologies lies in the ability to identify student costs and to
differentiate them, if desired, by level of student and by program.
The.primary drawback to Methodology ;3 is ,its implementation cost.
Not all campuses or segments, possess the data necessary to support
even the most rudimentary IWLM procedure. In-additionsubstantiii
staff (and computer). time and effort are., required to audit the
results of the IWLM and FAA data merger.
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Sample data developed under. Methodology ...appear in Figure 11 in.
' .*

qi/Methodology 4: Allocation of Secondary Primary Cost Centers

To this point, all instructional and student costs have been
developed using direct 20/ cost computations only Under_ he first
three methodologies, instructional costs are developed'by reporting
costs directly related to' instructional activities. Cost centers
outside the'instructional enterprise remained.with their principal

-activity and were not prorated or otherwise assigned to

instructional, research, or community service activities.

Under Methodology 4, the secondary cost centers (items 4.0 - 9.0 in
the PCS) are allocated across the primary cost centers (items 1.0 -
3.0 in the PCS) using one or more proration. techniques.=:: While the
specific technique employed varies with,-the cost- tenter to be
allocated, the intent is to spread an institution's-"secondary," or
overhead costs across its-primary, activities and obtain data
reflecting "full costa..." Methodology 4 develops.- Wormation
describing the "full and complete" cost per credit taught and /or the
costper credit taken at various student/course and disci-
pline/program levels.

The primary;; of this methodology over its predecessors is
that the costs assn 'ated with each d.ifdpline./proiraia activity
indicate. more precis the actual funds being .expended to support
that activity;:liOement ok.,suchsdata%permits .depar.tments,
schools, colleges,:campuses;' 'anfisegments.to be more- precise in
determining thestinsi(i) of various-inbtlputihnai actiVities. These
data are alio'beneficial-in evaluating alternate funding proposals
because they permit full cost comparisons:,

The two major drawbatks to the extension of overhead costs to primaty
activities are: (1) the cost, of performing the procedure, and (2)
the differences of opinionthat exist within the 'academic community
regarding the proratiOn fOrmulas'that should be emplbyed.for each
cost center. For example, should the cost of a campus library be
diktributed amoung academic disciplines on the basis of the number of
faculty employed in each department, the.numberof students enrolled
in each major, library circulation statistics, or other factors? The
procedures set forth in the NCHEMS Technical Reports, cited in
Chapter"V, for performing full cost computations are assumed foi the
purpose of this study.,

- 4
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CHAPTER V

SPECIFIC CbST-OF-INSTRUCTION ALTERNATIVES

INTRODUCTION

This chapter describes the caveats, limitations, and assumptions
used is developing cost-of-instruction alternatives. In addition,-
the chapter also provides' a description of six specific -cost-of-
instruction alternatives for California. Segmental estimates of
implementation costs are; provided for each alternative. .

CAVEATS, LIMITATIONS AND ASSUMPTIONS

The cost -of- instruction methodologies describ in Chapter. IV can be
implemented ia a variety of ways., To easur timely completion of,
this study, a discrete number of alternati es were documented and
their implementation costs established. In the following section,-
six specific cost-of-instructfon alternatives are described. Each
is based upon one or more of thc four methodologies discussed in the
previous chapter. ..

In order to assure the greatest possible clarity in evaluating
"-\\

alternate costing methodologies, a number of assumptions, limita-
tions, and caveats have been applied t6 each alternative. The
assumptions, etc., appearing below have been developed after a
review of the experiences bf other states and the relevant liter-
ature.

1. Costing Methodology

Each alternative employs the NCHEMS standard costing methodology
as described in NCHEMS' Technical Report #65, Procedures for
Determining Historical Full Costs. The NORMS Program
classification Structure (PCS) is used as the standard accounting
system for all cost-reporting activities. The PCSes described
Technical Report #106. In those instances where faculty activity
surveys are employed, NCIW.M.S Technical Resort #54, Faculty

....,Activity Analysis: Interpretation and Uses of Data, serves as the
starting point for the development of California-based surveys.

2. Activities To Be Studied

The costing alternatives are limited to "regular" instructional
activities is the three public segments. For the purposes of this
study "regular" instruction is defined as courses and programs

-41-
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.

funded in whole or part bi the State General Fund, federalfunds,
etc. Courses and4irogAhms funded entirely by student fees are'not
considered part of the "regular" instructional program and
therefore not included in this study. Activities specifically
excluded from the scope of the study include self-supported
extension, continuing education, and summer session programs.
Medical schools and the operation of teaching hospitals are also
excluded from the study, as are the California Maritime Academy
andtheHastings_College of Law.

'

Time Periods To Be Studied

In preparing alternate cost estimates' for developing cost-of-
instrUction data, a full academicyear is,used as the standard
tim measurement. Cost information is. prepared on an annual
bas s.'

1
Term-byLterm cost information is neither collected-or

puh ished.---,Cost data are, where necessary, weighteck.'to'
:adcommodate'differences in institutional calendars (year-round 7,.

-oPeration,,0-4 institutions, etc.). As indicated in 2 above,
,-, summersesaion ii excluded from the study in those instances where,

the prat:ran:, is not a part of an institution's "regular"
instructiopal:program.

4. Funding Sources

Cost info n for all funding Sources is reported: State
General Fkidii- oval funds, federal funds of all types, Regental
funds, stnde5 ees, private bequests, etc. Sources employed to
fund sactiirlikes` specifically excluded under 2 above are not
considered the study. Funding sources are divided into two
categOrieal, 1)s restricted, and (2) unrestricted. In general,
unrestri d 'dt:are defined as State and institutional General

,

141#114
1ie=1114t4'

Are the only funding reported; capital outlay,
the cost-of-instruction feasibi\kity- study at

aStires

re unit casting by either instructional or
yed, the standard unit measure, for academic J.

Oant:.Credit unit. The unit- costing measure for
JOghili the Community Colleges is the student

4 '7
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Instructl 1 Disciplines

In those instances where cost data are develoPed by instructional
diicipline Or'student program, the REGIS classification structure
is employed.

. Preparing Cost Estimates

For purposes of this study, costs associated with the development
of ,.a particular set. of cost-of-instruction data have been
computed on an incremental basis only. Costs currently borne
segment in the development of data that proved to be either
totally or partially compatible. mith a particular cost-of-
instruction methodology have not keen considered, as a "new" cost
attributable to implementing that thethodolo

The cost of faculty time require to complete Faculty Activity
Analysis surveys, if any, was not included in segmental cost
estimates.

SPECIFIC COST-OF-4INSTEUCTION ALTERNATIVES

Alternative 1: Translating Segmental ,Fiscal Information
Program Clasqification Structure

into the

Under this alternative, each segment doc d the cost of perform-
ing an exacting segmental-to-PCS account os over. Implementation
of this alternative .requires the public four-y r eats to effect
selective refinements to their existing State-level fi data to
ensure comparability between segments and within the FC structure.
The Community College system is required to perform an accounting
system crossover between the individual accounting systems currently
employed at the district level and the PCS.

Account-crossover procedures for-primary and secondary programs
would be effected for operating-expense expenditure data only, at
the two' -digit level of the PCS. No PCS account mergers (i.g.,
combining igems within a specific PCS element or combining elements
themselves) would be undertaken as part ofethis alternative. Data
would be arrayed in accordance with the PCS nomenclature and no unit-
cost computations would be developed. All funding sources, not

. specifically excluded in the caveats section of the report would be
included in the account crossover. Data would be prepared on an
institutional' basis, (district level for the Community Colleges),
with summaries provided at the segmental level.
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An illustration gf sample data developed using Alternative 1 appears
in Figure 8. This is the current format for the Governor's B d et.

Alternative 2A: erepare rnstructional Unit Cost Data Ba ed on
Information Obtained From a "Universal-Fac lty
Activity Analysis Survey

Alternative 2A corresponds directly to Methodology 2, desc ibed in.
Figure 7. Under, this proposal, each segment-would perf rm the
exacting segmental?to-PCS crossover described in Alternat' e 1. A
Faculty Activity Analysis (FAA) survey covering all facu ty and
academic administrative staff would then be utilized to di tribute
faculty salarieS to selected elements within the PCS: Al faculty
and academic administrative staff would be surveyed once year at
various time* throughout the. Fall Term. The combinatio of the
account-crossover'procedure and the FAA data would be used $o "develop
accounting data identical to that described under Alternat ve 1, and
to develop unit-cost information by both level of instru tion and
acadeikic discipline.' As in Alternative 1, data would be 4 eloped on
a campus or district basis with segmental summaries.

Under Alternative 2A, each segment would' perform an ccount-
crosiover prOcedure at the two-digit PCS level. No acco t mergers
would be effected and data would be arrayed according to the PCS
nomenclature. Unit-cost data would be prepared at the two-digit
level using the HEGIS coding structure embodied in the. CS. Unit-
cost data would-be displayed for the following levels of ,'nstruCtion1

1. Lower Division (for Community Colleges only, di ferentiated
by vocational and academic instruction)

Upper Division

Graduate I (first stage-master's)

. Graduate. II (second stage-doctoral)

Unit-cost information obtain4 as a result of this ocedure would
reflect faculty salaries, lienifits, and instructiona support costs
only--campus "overhead" costa would not be included in these fig-
ures. While instructional-aupport costs would be pr rated, based on
the data obtained from the FAA, no proration of o erhead costs
centers to academic disciplines would be undertaken All unit-cost
information related to "academic".instruction woul be prepared in
terms of cost-per student credit unit. Noncredit in truction that is
not totally self-supported within the Community olleges system
would also be developed in terms of student contact ours'.`
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e.

Figure 8. Sample Data hemeleped Under Alternative 1

,

all data are hypothetical)

UC CSUC CCC
Expenditures- Expenditures Expenditures

PCS Program ($000) ($000) ($000)

1.0 Instruction 8.44 6.38 '1/4-94.63

2.0 Research 4116 5.24 83.92

' 3.0/ Public Service 9.58 16.06 106.26

4.0 Academic Support - '18.31 10.85 54.25

5.0 Student. Service 11.20 2.29 9.21

6.0 Institutional
Administration 16.93

7.0 Physical Plant
Operation 7.76f 7.44 23.93

.8.0 Student Financial
Support 4.23

9.0 Independent
Operation 8.45 14.26 83.26

9.86, 10.2b
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An illustration of sample data developed using Alternative
appears in Figure 9.

Alternaiive 2B: Prepare Instructional Unit Cost Data Based Upon
Information Obtained from a Limited Faculty
Activity Analysis ;Survey

Alternatigki,2B also draws Upon Methodology 2 and i4 similar to
Alternative 2A. The :Major differences between' these two
alternatives are:

. .

1. Only, 25 percent' of all faculty, selected on a random basis,
would be requi*ed to complete a Faculty Activity Analysis
survey. (This` 'Peocedure is similar to the facu1ty-time-and-
effort reporting procedures. presently used by 'the 'University
of California.) The "lAmiiedit survey would be- adMinistered
pea -time-random basii dung the Fall Term and Would be
employed to distribute all faculty salaries and instructional

, *upport 'costs to selected-elements within the PCS. 4

Use of the limitecr survey would. permit computation of unit
costs differentiated by level off ins uctio only: The
abbreviated' sampling would preclud deve opment of
instructional-unit costs by academic di ipline.

The restricted, sampling procedure would permit the
development of unit-cost data at the segmental level only.,
Campus and dis ict unit-cost data would not be developed
under ilterna 2B.

Alternative 2B ,is essentially a simplified version of Alternative
2A's method of computing instructional. unit- costs. This alternative
benefits from a reduced reporting burden upon ,the- faculty. (with a
commensurate reduction in implementation and operational costs) but
suffers from an inibility, to generate unit-cost information as a
function of instructiohal discipline or campus/district. In all
other respects, however, the benefits attributed to the
implementation of Alternative 2A are applicable to this alternative.

An illustration of the cost,'data produced using this Alternative 2B
appears in Figure 10.

Alternative 3A:,!..,Oeveloping Unit Cost Information by Student Level
and Student Program

Alternative lot utilizes :Methodology 3 to develfita unit-cost inforT:
7,

mation yby student level,,Shif by 'student progrinF:ethajor). All proce- .



www.manaraa.com

Figure

,

\ e

; Ze.V

Sample Post-of InstrUction.Data,.0piel6ped UnderAlternate'.

Direct Cds0er-'Predit Unit Taught

By.Academic Dis6plind.and Instructional Level

-(All data are hypothetical)

Level Of. Instruction

Lower Upper
Division ,, Division Grad I Grad II

lcUltilre,

.

1 1 : go 12.76 22.80 .46.90
. . i.,,

AreaStlidies . 9.19 '10.04 :

Biological Sciences 14.26 16.09 20.40 28.

L

Social Sciences 6.15
.9.42

Interdisciplinary,Studies:' .8.10 11.46

.

"Data.available.by campus and by segment

-47-
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,

Fjguroa.:.-Sample Cost of Instruction Data Developed Under Alternative

Direct Cost Per Credit.Unit Taught By

Instructi onal..Level \°

(all data are.2hyPOthetical)

wer Upper
ision Division Grad' I Grad II

23:08 29.42 46.40' 52.19

25.16

22.86
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dures identified under Alternative 2A are assumed to be in force, and
the data developed as a result of the prior alternative are available
under this option. Data describing unit-cost infOrmation by student
level'snd.'program would be developed by employing an Instructiodal
Work Loaa Matrix (IWLM) at the campus level.

Under this alternative each campus would perforni'an Instructional
-Work Load Matrix compUtation in the Fall Terta of each year. Data so,

obtained would be 'linked to information 'supplied by the Faculty
Adtivity Analysis survey 'described in Alternative 2A. Student .

programinformation would .be -developed 'St the two-digit4IEGIS
,.Unit costs would be prepared for the following studentlevelsi,

1. Lower Division

2. Upper Division

3. Master's (Graduate I)

4. 'Doctorate - (Graduate ;II) 4,

U4t costs developed under Alternative 3A' would reflect A'ect cots
(faculty salaries, bedefits 'and instructional support
prciration of campus "oVerhead":costs to student programs would not be
effected.. Cost information would be in terms of .'student
credit units. Unit-Cost infOrmation for Community college,noil
instruction would be prepared in terms nit student' contact hours
Sample data generated under this alternative appear in Figure IX.'

Note, that Alternative 3A is a successor, to Alternative 2A only.Alternative 3A cannot be implenielternative 2B is employed..

k e-

Alternative 4A: Diveloping Full Cost Information

'

Alternative 4A would ektend the costing protedures .used in Alterna-
tives 1, 2A, and 3A to inclutle "full" costs of instruCtion. Und4 .
this proposal; campus "overhead" costs (items 4Q .0. .in' the PCS)
would .be prorated across instructional, resear and community
service programs (items. 1.0 3.0 in the PCS). The procedures -h.,

supported by the NCHEMS costing methodology woul be used to prorate
overhead,costs to theie programs."

Unit-cost information developed .un.der Alternative 4A would be r''
published in ia manner identical to that employed irf Alternatives
2A, and 3A. All unit-cost data would be prepared by both. level oft
student and level of instruction in terms of the'student creait unit
Program, and instructional costs would be farther
using: the REGIS coding structure-at the-two-diAit level.
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eel

. Figure 11. Sample Cost Of Instruction Data Develope Ander. Alternative 3A

direct CO;t Per Credit Untt Taken. By

Student Program (MajOr) And Student Lev!il

(all data are hypothetW)

Lower
DivisionDivision Divisio

r
11.60 12.76

,4 4,0 00

9.19 .4 10.04'

14.26 16.09 0

'Pk.D.

46.90,

6 28.63

Social Sciences

Interdisciplfnary Studies

6.15, 7.'08 94.42

Data available by campus and by segment '4 '
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Li

Sample data appear in. Figur U/Lai:Id 1,211.

Note' that alternative 4A can be implemented only if Alternatives 1,
2A snit 3A axe employed.

Alterpative 4B: Developing Full. Cost Infdrmatton by Instructional
Level Only .;

, ,
j'his 41ternative is similar to Alternative `4A but differs in that it
-relies upqn Alternatives 1 and 2B to supply the data necessary fot
unit-cost;xomputations. Since Alternative 2B employs a 25 percent

alkulty Activity Analysis sample, computation of unit-cost o
, information by campus/district, aoademic discipline, student level,
and sthdent program would be precluded. Data describing "fullw'unit
costs by 'level of instruction at the level wouehe;ithe
of outcoine of implementing' Alternative 4E4 Except for these two
limitations, all other aspects of Alternative' 4A- are applicable. to
Alternative 4B.

Data developed using this alternative are illAiStrated.in Figure 13.
.

THE COST OF Impts.MRNTING. THE SIX ALTERNATIVES

In the course of developing the six cost-of-instruction. alterna-
tives,- CoraiMi.ssion dtaff, requested each segthent to submit'estimates
of the 'cost implementim each alternative., The segments were
requested to separate their cost estimates. into:

1. One time, nonrecurrin costs--those necessary to undetwiite
the 'development of new survey instruments; the cteation, or
Modification of.eicisting, cOinputer 'systems, staff training,
etc ;" and 4 4'

. ongoingoperational coststhose necessary for sal-Vey
t administration, computer system operation, key data
conversion, data auditing, editing, etc.

The Cost estimates provided by the segments appear tti Figures 14 and
15. Coseestliates are groaped within each figure in the order in
which . they would logically be implemented, .and farther segregated' to
isolate.major alternatives that are muttapy eiclasive. The cost
estimates appearing on the upper hiklf each figure represent cost-
of-insetuction alternatives that' Utilize 'a universal;' faculty
reporting system and generate cost data by segmentroxampus, academic
discipline, student major, level of instruction, and :level off.,.
stUdent. The cost estimates appearing:, on. the lowerl half of the
figures illUstrate costs for qternatives that employ 4r 25 Percent4 .

321
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Figure 12A. Sample:Cost of Instruction Data'Developed Under. Alternative 4A

,Full Cost Per Credit Unit Taught

By Academic Discipline And Instructional Level

(all data are hypothetical)

Level 0-f Instruction

Lower Upper
Division Division - Grad I Grad II

Agriculture

Direct Cost
Full Cost

Area Studies

Direct Cost
Full Cost

11.40
21.70

9.82
13.87

12;92 23.80 48.30
24.43 55.80 .108.25

Social Sciences -..

Direct Cost
Full Cost

6.10
9.92

Data available by campus and, by segment
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Figure 128. Sample Cost Of Instruction Data Developed Under Alternative 4A

Full Cost Per GOOdit Unit Taken

By Student PrograAMajor) And Student Level

(all data are hypothetical)

Level Of Student

Agriculture

Direct Colt
FullCost

Area Studies.

.Ditedt. Cost

:Full Cost

Lowery Upper
Division' Division Masters Ph..D. w.

11.60 12.76, 22.80
23.70 25.90 54.80

28.63
59.92

Social Sciencei.

Direct:Cost
Full Cst

Data available by,campus and'Segment
*
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Figure 13. Sample Cost of Instruction Data Developed
Under Alternative 4B

Total Cost Pier Credit Unit Taught By
Acadeinic Discipline And Instructional Level

(all data are hypotirtical)

University of. California
Direct Cost
Full Cost-

StateAniversity
Direct Coit
Full Cost.

Community Colleges'
Direct Cost
Fu1T Cost

Level Of Instruction

Lower Upper
bivision Division Grad I Grad II

23-08 29.42 46.40 52.19
38.14. 41.63 88.92 108.63

25.16
54.20

22.86
55.15

27.03 39.92
58.60. 63.95



www.manaraa.com

Alternative

Figure 14. Estimated ,Implementation Costs for Various
Cost of Instruction Alternatives

U.C.

1 $ 19,400 $ 47,250
2A $2,644,400 $184,500
3A $4,459,400 $453,500

Altirnative

1

U.C.

$ , 19,400
$ 169,400
$1,554,400

C.C.0 ;:.

$1,700,000
/$3,353,000

, $5,225,000

$ 1,766,650
$ 6,181,900
$10,137,900

C.S.U.C. 1 C.C.C. Total

$ 47,250 $1,700,000 $1,766,650
$184,500 $3,352,000 $3,705,900
$500,750 $3,657,000 $5,712,150

Fiiiurr161..'Esiimated Annual Operating Costs for
Var4out 'Cost of¶ Instruction Alternatives

Alternative U.C. C.S.U.C.

1 ;,,,$ 8,800 $ 23,000
2A $1,343,800 $228,000
3A' $3,013,800 $371,000
4A $3,098 0800 $405,000

C.C.C.

$ 216,000
$3,247,000
$5,928,000
$6,658,000

.

$ 27:800
$.4,818,000
$ 9,312,800
$10,161,800

C.S.U.C. C.C.C. TOt41

$ 23,000 $ 216,000 $ 247,800
$108,000 $1,013,000 $1,229,800
$308,000 $1,272,000. $1,773,800
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random sample . Statewide faculty-reporting syste.
These alternatives 4te, cAp#40,:cif.-,producing coat-of-instruction, data
at the segmental ..04;44 '40.ellaf instruction only Under' these
alternatives,?.aoir 49101 iiEgbe developed by campus, by academic
discipline, by ;student ink19iiI,Oi.. by level of student.

The, following Ciixfa,:idetationol'ahOuld be applied when evaluating the
cost estimatei4pPeii4niin.1"igUres 14 and 15.

.1. Cost."eit4ates-.Were prepared in terms of 1979 -80 fiscal year. - .,.
dollati;.;:",.-.-.,,,! -; - - ::

2. Implealinti,44:......COst ...estimates do not reflect single-year
cost.S;..;.tti.'4"si.iii.ostiod that the total cost of implementation
woOdilie,a4teidr-loiiet a. number of years'.

3. Caat'4t;si''We.re,-Itrepared independenqy by each segment using 2

.1.`..iPeakciii410.,.?iiitiiimites of"each:alternative's cost. Rigorous
'''''.1*.ty`itilitil:ei'were.feas3:b ai . not employed to develop these data.

4. ' Ilie.,, tititt.; kiai'iinites presuthe-..the ,.f.411'.Use. of existing data.

*.pitiCeSsint.skotims-, and farUity-:reporAngisech 'isms.

:' : the ; cciSt.,:.:0:' faCulty time required cortlet .faCulty
data iresiented in

.. .

e :.,0 0 :" 01'; : Converting, data deye ,e:d by :ac aileS4C..: discipline
t ..stiideite:M4j6t. from the exi w four- digit : .ds! coding

:itzticto*.',:td : the six -digit '''' 1.4:iiifction. , ,,. , .

:, :.Pt;og.t.itatv:::;itkucture (a conyeraion.-.!the4d4ite the ;4ational
teiitei;:fiiild'uCation StatiatiCi4n4lik,falit,;,of!.:1982)\,,is 'not

. ,..,

- Center' ..... ,,
inClAded-.43.niegmental cost estimates. : ..

. . ,e,.,estimates prepared: by..the .se 'tits, 'wete.nOt:',audited b3i:,.

;4:tiiOsi4iOn":i.taif to verifytheir i&iiiagp-,ot Comaeteneas ...
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CHAPTER VI

THE. CALIFORNIA FISCAL INFORMATION, SYSTEM:ANo ITS RELATIONSHIP TO THE
NCHEMS COST-OF-INSTRUCTION PROGRAM.

INTRODUCTION

This chapter discusses the origin and characteristics of the ,

California Fiscal Information System (CFIS,?..::Selected 'comparisons
between the CFIS prtgram and the cost-of-itriction 'aliernatives
are provided. Two .areas of potential conflicx.:::betweenthe cost-of-
instruction program alternatives described in Chapter VI and the
CFIS ptogram are identified and discussed.

Assembly ',Bill 3322 (Boatwright), enacted in: the 1978 session,
the California Fiscal Information'tystem (CFIS) as the,

'''Staieriii3timary vehicle for developing annual budgets and accounting
for prior-year expendituresf AB 3322e. subsequently chaptered as
Sectiont 11409 and 13300 of the Government Code,'`directs CFIS
provide the legislative and executive branches with fiscalodata,that
would "enhance fiscal decision-making in the establishment.:-Of
budgets for all state activities." The statute calla- for:

4. 3.

Deyelopment of a '"moderi.:and complete accounting syetem,'.

al#enance of "accurate, -and comparable .records, reports,
and sratemOnts of all financial affairs of the State,"

Development of a' system permitting "comparisons of budieted
expenditures, actual ~expenditures, and encuMbranCs,:t

Use of an accounting structure that facilitates ,the linkage
of actual expenditures to specific goals and objectivO, a

Use of a" codihg,,structure (presumably within the accounting
structure). ,,that will permit, "identiCal activities being
performed by different entities to beCidentified an
compared."

e.

The statute,; implies that all State agencies, coramiss
boards, and institutions are subject to inclusion
program. The only exemption of significance relat
University of California. Section 13341 indicates
existing budgeting, accounting, and reporting systems
University of California shall not be substantially modifie
comply with [the statute."
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Eight "pilot" agencies 'hive been identified for
to the CFIS program. They are:,

.1. Employment Development Division,

trepaptkent of Education,

. Department of Water Resources,

initial conversion

4. Department of Transportation,
94,
/- -

Department of Health Services

. :Department of Social Services,

7. Department. of Motor Vehickesifand
. ..,8. The Cal rnia'S ate University and Colleges [emphadis added]

Task'forces have been edtatilthed,,',.!4# # the Department of Finance
and 'the_ Chancellor' s :Office ,State' Universit and Colleges to
facilitate implementation of S'prografir..,At. this writing the
StateLiniversity system AntiCipated: .hat "the:'crii program will be
operatiOnal, at least in part, prior to the :411 of 1980. To, date,
neither; tie University of California- nor '.:the Community. College
complies have participated' '.in eitlier:-the development or
impleinentation of the CFIS program. COnYpr-aic;ii,dates for these two
public segments, the ,California Mar0,ine':-A0ademiand the Hastings
College of Law; have not been estabiidhe

The emergence of. the CFIS :program as the.,State's primary budgeting,
accounting, and performaticemedsuring system raises a number "of
important issues with regaid,'-to the determination of . costs-of-
instruction. Two'of-the',thOrri,:important considerations are discussed
below.

1. Comparability

Chapters I and V of this report have noted that cost comparability
among podtsecondary institutions is an exceedingly difficult concept
to impleinent and that meaningful comparisons of some- educational
activities among differing institutions cannot be achieved at any
price. Th'e, CFIS program envisions that cost comparability can be
achieved not only among postsecondary institutions , but among all
other governmental agencies as well. Extending cost comparability
throughout all facets of State government/could escalate the costs of
data collection and reporting above those,2appearing in Chapter V, and
could result in a product of questionable utility with respect to the
postsecondary education community.
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One of the key questions that should be considered by legislatiVe and
executive branch staff with: regard to the CFIS program is the degree
of comparability desired in: the 'budget preparation and review
process. Does the State sties re,, or need, cost comparability between
postsecondary institutions affeall other governmental agencies, or
does it` desire cost comparability 'only among the segments and their
campuses? Stated differently; is it more important to establish cost
comparability between the Ca lilornia State University and Cblleges
and the Department of Motor Ile hfEles, or between 'the California State
University and Colleges and the University of California? If cost
comparability among all State agencies (including _the public
segments) is indeed the Legislatu're's objective,' the usefulness of
coA-of-ingtruction data, as described in this report-Appears
limited. If, however, cost comparability among the segmentsqs the
Legislature's primary goal, the cost- of - "instruction methodOlt3gies
described:: in this report would appearto be a bitter appicarlito'cost
comparAbility than the CFIS progrAia In,itspresent '

0.-
.

2. Program Classification. Stguctige

CFISAI charter- -to establish 'COst comparability measures among all. ,State agenCiesrequires the nselof a -classification structure`; that
must, of necessity, embrace numerous activities and cost centers
that are not common to postsecondary educational' activities. While
the exact format of the CFIS accounting structure has not been
determined, it ,.is clear that any accounting system or activity
structure designed to represent organizational units with sita" dis-
sintilar roles or missions as the Department of Transportation, the
Department of Water Resources, and the 'California State University
and Colleges, must be exceedingly $iverse in nature. This diversity
poses the potential for campus activities and expendituresto be
translated from an internal nomenclature that accurately reflects
educational activities and costs, to an external structure that may
be. inconsistent with the original activities an& expen.ditures. This
report has clearly demonstrated that translations of campus-based
activityctivity and expenditure data between accounting systems can result
in losses of 'precisions and accuracy. '(See the discussimi of the
impact of 'methodological differences upon data accuracy in Chapter
I.) Such Josses are minimized .where translations are performed
between 'similar classification structures--e.g., between-:campus
systems and the NCHEMS PCS--but would undoubtedly'increase as the gap

ie

11between, the basic foundations of the two classificatio:Atructures
widens--e.g., between campus systems and the Stat4t el CFIS
structure.' If .cost comparabilitY among all State agen s is the
primary intent 'of the Legislature, and if the CFIS accounting
structure is to be the primary vehicle for Such comparisons, the loss
of accuracy and precision resulting from translations of campus data ..--
to the CFIS structure may preclude many valuable inter- and
,intrasegmental comparisons. If however, the Legislature's primary'si ,

-59-
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interests lie in cost comparisons'
institutions and segments, the co
outlined in this report, and th
considered as an alternative to, a
program,

among postsecuildareedueational
lof-instruction methodologies
sk:of-NCHEMS P should.be

RiPdificatio of, the CEIS
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FINDINGS, CONCLUSIONS , AND RECOMMENDATIONS*,

INTRODUCTION.

This report was, commiss-ioned as a feasibility studyone designed to
evaluate ,alternative deans of developing cost-of-instruction data.
It has 'described the uses of cost data u other states, and has
reviewed California's earlier experiences in using cost-of-
instruction data. The report also has described various cost-of-
instruction methodologies, identified alternative methods of
pFoducing cost data, and 4ocumented the implementation and ongding
operational cosis of each alternative. Finally, it has examined some
of the forces that have a peripheral effect on the use of cost-of
instruction data in California; the CFIS program and the discussion
of limitations. on the use of cost data are two such examples.

Thee Commission considers its charge to examine the potential
-usefulness of cost-of-instruction data for public .postsecondary
education 4tias been fulfilled, and that attention shOuld now-turn to
determining both the dedirability and utility of employing such data
as an agent for fiscal' accountability and policy review,

The remainder of this chapter documents 'the Commission's findings,
conclusions, and recommendations. The following three ',sections
synthesize the discussion that appears in prior Chapters, .provides
concluding statements about the relative merits the cost-of-
instruction alternatives presented in Chapter V, and sets forth
three recommendations for future' action.

Findings

1. The experiences of states which, have implemented cost-o
instruction programs have been mixed.

a. Few states appear to have realized all of their original
objectives for cost-of-instruction data

b. Some states have, employed cost-of-instruction data for
inter- and intrasegmental cost -comparisons while others
have specificilly precluded the use of the data for this

c.

purpose.

Some states,have used cost-of-instruction data for budget
preparation and review only, others for campus based
planning and management only; some have used the data for
both purposes.
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The organizational entity responsible for developing;
publishing, and using cogt-of-instruction0data varies
dramatically among staies; the most popular choices have
been legislative/executive branch staff, 1202tominissions,
and Boards of Regents/Trustees.

Nearly all of the states that have ilaplemeated state-
level, coat-of-instruction programs appear to have exper-
ienced difficulty in establishing cost pomparabiliiy.
atandards.

Most states which have embraced state-level, cost-of-
instruction programs have reqUired longer. implementation
time periods' than-orginally anticipated.

Only two of the thirty-one states responding to the
Commisaion's.survey.prepared full cost-ofinstruction data
annually;- a. third ,state developed these data on a-biennial.

Many of the, methodological problems attendant on the'''aevelop-
. ment of cost-of-instruction data have been resolved in recent

yea& but methodological problems are still a factor worthy of
consideration. Considerable Progress has beenMade during the
last. aecade in the development of survey instruments, in data-

. gathering procedures, and in supporting' data l'plrocessing'
systems-. Even with these iniprovements, however, many data .

collection and information processing obatacles' must be
overcome before useful. State-level, cost-of-instruction data
can be developed..

Functional differences--those attributable to the "personality"
'of an.' individual campus--continue to present a major obstacle
.tti-,tost 'comparability among .ampuses. rn California, many' of
these differences "were. created by 06;1960 Master Plan, :which.
established ' specific 'differentiation.' of functipns among i the
'public aegaients. No set Of formula's, procedures, or guidelines
have tieen,4r, likely will be,'developed in' future.to
deal with Iiinctional differences between, and:among 'insti-
tutions. '-°;i. $c '1-''' 1; ).' 41..

.

Cost-of-instrnetion data haVe not proven be a4panicea for
fiscal and program review ills. When-properly develOPed and
applied, coat 'dWta have provided valtiabl I)insiglits into
similarities and' ai,fferenOes among inatitu ions. 'stile data
cannot hoilever, stand alone. To be usef4i s a:costNtnaiySiaA;
tool, !cost-of-instruc,tiein data 'must be used peoalnpc;tiOti.-14itiVr;
additional forms of descriptive qx.i.antlt tive0id;-,InO
quantitative inforuiation. ?.. ' 'lir
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Costvof-instruction data can be an exceedingly v,aluable, but
potentially debilitating; commodity. The libssibility for
misuse of cost data, and pacticUlarly oost-ofinstructicin data
in ,t.he forms described in this rePort is significant. Care
must be exercised in. the development -ands: of these data to
ensure that they are eeprOyed lw.persons understand. the
data's unique:charact'er and nature and who-are able to view the
data ih, their'-proper perspective.

:

Undere optimal circumstances, cost-of-instinction data descrlhe
only one-half of the -cost /benefit equation. '?'Since the benefits'
`of many postsecondary, educational activities; are ;'.ra rely, if
ever; quantified _there 'inherent "tendency to assume thatall benefits are either- equal,' or roughly equivalent.;$ Cost-of-
instruction_ data can play a meaningful role as ananalitic tool

. only when both the :costs and ,the* benefits of the educational
activities to be studied are given equal treatment..

Cost-of-instruction data, as described in this report, measure
average costs. Many legislative and executive branch fiscal
decisions are concerned more 'with. marginal ,.;costit.

. While
axierage-cost data varea valuable, and necessary precursor to the
development of maqiir f-cost? intformation, average-dest_data
cannot play a meaningful 7.role in marginal-coat/benefit .7T'.
decisions. ; \,

'Mueh of the legislative interest in aost-of-instruCt-ion data
identified by the Commiasiorpears-..to be addressed in..part by
the California Fiscal, Information System (CFIS),presently under_
development by the State. Department of Finance. While some
.portions of the cost-ofinformation',program described in.
report. are .conginent. With the CFIS program, two, areas of the
CFIS program warrant furtb,erlegislative consideration;

`41

The degree "to Which "Cost comparability aiming_ .general-7.
1governmental agencies and publiCpostsecondary ednOst.ional

:.ihstitutions shopl g emphasized at.the expense of cost
comparability betwee

1
?among the public segments; and ! '.

! : , .. The degree to 'which2'cimpus cost and activity dataWill be
gstorted lir translatiOn::'Of camPhs.dta \to a State!!leyel
,accounting system'. designed to faCilitate,.cOst ,COmParabil-:

t.
k ,i among .general :governmental agencies.; ..'

.
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Determining the;Optimal Coat-of-Instiliktion Alternative

The 'cost.:-of-knsfration. alternatives that ex*bit Optimal .--tost/
benefit :relationships are .Alternatiyes.. 2B; and 4B. Under these

4.. -alternatVes, costs peis:':credit;unit -taught by.level of instruction
(e.g: , lower division, uPper..aivision) would be,' developed at the
segmental level on, an aninual basis (N4ns7titiltional breakdowns

twieuld, be provided.) Tke.%-one-time implementation coati..of these two 9
alternatiVes would be $3,705,909 ..44$5,712,150,7,. respectively. The eA
annual' oierational.. cost for the ``same to alternatives would be

.41,129,800 ant 1,713',800, .respectively.* Even though. these two
alternatives represent the, optil .cost/benef4t.' solution, the
COmMission has conclUded that thepotentiaf benefits to be derived
froM the data are not justified by'the costs" of its preparation? The
ComMission believes that most of thecost data developed under these
alternativ4aareeither preie9tW availablellrOm fiscal inforniation
supplied to the Department.'of Finance4on alroutine bal.is, or .can be
00.7eloped"Or extracted,*oal existing information at costs far. lower
than those cited in Chapter V.. - Jis -

.The Commission has further conclUded that the cost-of-instruction
data develoPed: under Alternatives and 4B vmuld not, adequately
address-. a subst*tial portion of the,-;?legi4-lative.,- objeCtives'
described in Chapter Ji..; even if $1,h .N4ii.a could 'be,obtained: at a
greatly reduced While these data might be;`valuab1e first steps-,
in the4;development of a State-lece10 cost-ofinairdction, program,,
they 'leek .a number. of '-:important characteristic*Xe.g., Costs by
academic discipline, Aby: campus), and are developed at too high a
level of data aggregation (e.g.',. segmental level.only) to meet the
Commisaion' s interpretation of the ,,tegislature '

only)
in the

data.

Conisidering Other .Altetnatives

Of the four remaining alternati4ea,.the -Commission has concluded
,

that Alternatives 1, 3A, and 4A do not represent viable resvnsesto
the Commission's interpretatiozr of the Legislature's objectives.
Alternative 1, while 4.nexpensiye in comparison to the others pre
sented, results in cost -of -instruction I data of eitremely limited
utility. Further; cost daa similar to those that would be 'collected',
unl der Al,,ternative ligare-Published annually in the Governor's Budget
for the four -yirar pub c: segments.

,
-se estimares were prepared by' the segments at the

ominiasion'a request. The COmMissioO has not audited: these
estimatet or accuracy or completeness...-
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Alters! tive 3itwas'eliminated from further consideration because it
hacOthe ique distinction of possessing high implementation and
ongoing' erational costs (approximately,4$10 million each), while
tiproducin cast data of, questionable usefulness to legislative
executivfj ald segmeatal decision' makers. The primary drawback of
the cost data dip/eloped under Altern.atiyo .3A is ,that they are
eveloped,in tIK'basia, of the direct cost per credit unit taken by
tudent majar .aid by level of student. %The Commission believes that

(late are subject to considerable inaccuracies due to the
es of °the ways in which studentl; select and .report their

majors. If developed, these data would undoubtsdly be useful
iAtleatters of student 44rollment patterts but the .Commission
believes similar data can be obtained frOm other, ressIxpensive,
sources the Legislature indicates a need for stitch infOrmation.

Alterative 4A was eliminated from consideration for similar--;
reasons. Under this alternative the 'full cost per credit unit taken

* by studeht pajor and by student. level would be reported. These data
are subject to ,the same inherent failings as those des etibed fdr
Alternatiye 3A,' with tir added burden of increased methodological,
errors due to the Procedures used to allocate qverhead costs to

progVams. te

Of, he -six alternative& discussed in this report, Alternative
represent& the data Net that moss readily agrees with the !Com-
missi$4's* interpretation of the Legislatures objects es for these,,
.data. The, cost' alto dtVelopech under this aTternatiye.would describe
the ,direck cost per -- urat taken by 'Campus, by°41eyel of in-
structior&-(,.g: , lower division,_ tipper division), and W' academic
ctsci line ,,Altfrnative 2A was not identifted a the "optimal"
alternative Vecluse of high implemehtation ($6,181,000) afid 'operr
atin ( $40318, 800) cuts, ay.; estimated by the segments'. Howevero--
this ift.eintive provides' the ,best blend of data aualiti and
q,,,ti.atitity, men thie -omission vssupptiond about the Legisla
interests. wc

it454S 0 1 V in g th,i1Pa

In Keparing this report, the Commission, developed'aestatement of Its,
understand'34; :of the Legislatureeadrereat CosrOof-iadtruction
data Ttiteatagement.,-,,reSerred toillEAftegislative interest avas,"
iiiPrepared: vp reviewing prior

e*
leWlativet directivAw axed 'the .

.i-experiences of other Iptate& t that ..Aliv developed stir.e-level;'..4.
cost-of-instruCtion programs., the review prOcedfire& ethp/afre4 by the.
Commission resulted in a brok# statement of 1egfislat4e'needYbecauit
it was based upon an imprecise*geratanding of'the ipiended uses of

'..the data Further study of legislative (and 'executive) ,h#nch deeds
and a clearer statement of the*ateruied use of faese*ata
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19,

undoubtedly result in reduced implementation and ongoing operational
a . Costs .

Recommendations
fi

L. The Commission recommends that the Office of. the Legislative
Analypt, the Deportment of Finance, and regreseqtatives of
legislative fiscal committees review the cost-of-instruction
alternatives described in this report to detepnine which of
these alternatives, if any, would be consistent withjleir
needs for these data.

The Commission recommends that, in conducting this review, the
-implementation and 9ngoing opeiational t estimates provided .
fby the segients fot each cost-of-instr ction alternative be
examined td determine if further specificity of the need'and
intend& use of the data would result in reductionvIn these
Usti) or reductions in -ertistr costs that emerge due to the
elimination of reporting responsibilities for-selected existing
fiscal data.

The Commission recommends that prior to implementation ocany
cost-of-instruction program a sepiikate review be undertaken by
the Office' of the Legislative Analyst,.the Department of
Finance, and representatives of legislative fisc#1 committees,
to ,determine4the'quantities ,and qualities of fiscal data
currently requested froOrtge public segments, with the intent
of identifyinginformation requests thWare either redundant
or'df marginal 'usefulness in fiscal revi4P anCcontrol.
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FOOTNOTES.

The Commission, acting in cooperation with the -SHEEO/NCES
Network, sponsored a national survey of the use of- cost-of-
instruction data, in other states.' While 31 states responded to
the survey, few. proyided significant insights, into &lay ;heir
state decided to embrace the^ collection- of cost-of-instructions
data. Many states were reluctant to discuss either their
motivations in embarking on the pursuit. of cost data, the
constituencies to becserbed, or the results they had expected
realize.

Procedures for Developing Historical Full
9 National

Center. for Higher' Education Management Systems, Septemker 1977,
p. 1.13-1.14.

.

,

Cost Information and Formula Funding: New Approaches; "The
Uses and Abuses of Cost Information," April 1979,, p. 7;

Planning, Marraging, and Financing in the 1980s, Proceedings of
the 1977 NCHEMS National Assembly, November 1977, p. 91.

st

5/ Cost Information and Formula Funding: New Approaches; April
1979, p. 32.

PS-Postsecondary Education in New York; Vol. 7, No. 4;
1979; p: 3.

7/ Annual,Report of t'he Director, 1963-64, p.10.

8/ Ibid., p, 11.

Ibid., p. 11.

10/ Volume 21, No. ,,of Ways and. Means Committee's reports to the
Assembly.

11/ Nos. 66-14 66-16, 66-17 and 66-31.

12/ November. Report 60. the Level of Support for Public Higher
Education, CCBE report No 67-16; December 6, 1967.

13/ The incompatibilities betweee 1:10 s nd CSUCla State - level..
accounting stems were .dGcumented in a Commission report-

:!-,

-.
published arch 1980--entitled4 "State Budget Formulas for
Declining :fitments in California's Public Segments of
Postseconcidiry-Education." Specific' intersegmental accounting
difference's appear in Appendix., E of the report.
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14/ Program Classification Structure, Second. Edition, Collier,
National Center for Higher Education Management Systems,

1978.

15/ A review of the program elements. used for UC and CSUC in the
AGo,vernor's Blidget appearing in Figure 2 and the structure of the
PCS (illustrated in Figute 3) clearly indicates the prima facie
compatibilities of -4.he two accounting ,systems.: While
differences exist betyeen the two, four-year segments in the
manner in which accounting data is recorded, the basic struc-
,tures employed by both are nearly identical to the PCS.

16 For the 14,trposes of 4his report, "faculty" includes senior
level administrators (e.g., chairpersons, deans, assistant
deans).

17/ For the purposes of this*report, faculty "salaries" include
direct salaries, fringe:benefitst, retirement contributions, and
all,other forms of formal renumeration.

18/ Faculty Activity Analysis: Interpretation gad Uses of Data,
Romney, L.C. and Manning, C.W., National Center for Higher
Education.Management Systems, 1974.

19/ An example of data arrayed in accordance with the PCS appears in
Figures 2 and 9.

20/' The differenes between direct, and full costs are quite
important. Direct costs represent only those costs dealing
with providing academic instruction. In general, direct costs.
document faculty. salaries , benefits,. etc . , departmental, support
(e.g.,g secretarial support, misc. , supplies), and a limited
amount of 'overhead" costs represented by the department
chaixrperson. Full costs include all 'costs covered under direct
costs Ipleus all other forms of campus support. Generally the
costs of the library, academic/administrative/executive
administration, plant operation,, et al. are included in the
commutation of full costs,. Comparisons of direct costs ,tend to
be comparisotWogf the "cost of.the faculty" proiding
instruction while ctiniiarisons 'of full costs represent compari-
sons that include both faculty costs and campus overhead costs.
There ,exists substantial disagreements between. educators
regarding which 'Measure cost , accurately 'reflects "true" costs-.
'of-instruction.
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This is the first in: a series of annual reports that will determine
the fnlI costs of instruction in public higher education in
California, as required by SCR 105 of the 1971 Legislative Session.
The report attempts first to define the phrase "the full Costs of
instruction", which in the broadest sense can be interpreted to
include .a variety of social and private economic costs such as
opportunity costs, foregone earnings of the individual student,
foregone tax receipts, and others. In the narrower and more
practical sense, the phrase can be interpreted to include only those
costs that represent- expenditures incurred by an institution in the
forth of capital outlays and current operationg. This report is
limited to the analyses of those costs pertaining to current
operations for the 1970-71 fiscal year/

The report also attempts to set out the differences in the reporting
systems currently used by the three public segments. Variations
exist in the reporting of expenditures among the segments due: to
factional differences, the manner in which the segments have
defined various activities,' the a way the segments charge recipient
activities for services rendered, segmental interpretations of the
intlusiveness of the various funding sources, and other factors. The
report represents a Airst attentt to allocate support, expenditures
to the primary programs, and for .the two four-year segments, to:
allocate expenditures to the level of instructi9n or of students'.
Variations in the procedures for allocation. are noted:

No projection of costs has been made because of variations in the
reported expenditures. .Further, the data .reported are for one fiscal.
year (1970-71) and, therefore, inadequate for determining trends%
Also, current budgetary projections :for the 1973-74 fiscal, ye4,r,
require ry.a 1971-72 budgeta base. Council staff plans to submit a
supplement to this report in November with 1971-72 expenditure data.

Finally, through setting out the current reporting 4ifferences among
the segments and citing present limitations, the report identifies
those factors or problems that will have to be overcothe in future
reports before the intent of-SCR 105 dan be realized.

The more important findings are listed below, with staff
conClusionS.

a.
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Findings.

A. With respect to'segmental reporting procedures:

UC and CSUC report current operating expenditures
within the format of the Program Classification
Structure developed by NCHENS at. WICEE. The
California COmmtniity Collegep report eiTenditures
within a2 object classification structure presented
in the California School Accounting Manual, which is,
also used by the public elementary and secondary
schools.

The four-year segments do not report like activities
within like cost centers. The variations in
expenditure assignments within the Program
Classification Structurd are noted belmi:

a. The University recharges directly the cost of
certain support program activities to recipient
cost centersr, while the CSUC does not.e

Certain discrete and likenamed activities are
,

assigned to different prOgrams or sub-programs
within each segment. That is, ,instead of
reporting the expenditure of an activity under
one sub-program, it 'is distributed oVer several
programs and sub-programs for that segment.

Definitions of activities are .not, the same
-between. the segments.

Expenditures related to certain _activities,
although reported in the Governor's Budget, are
not included within any of the three primary
four support programs for a segment.

The segments are not comparable in their reporting of
expenditures by sources of funds. The greatest
variation among segments relates to those .funds
representing Reimbursements.

With respect to _the
primary programs:

UC uses the recursive allocation technique, while.
CSUC' and CCC use the direct_Olocation procedure.
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2. CCC and CSUC allocated all support. expenditures to
the Instrn"Ction Program, while 1JC allocated a
prdportionate share o'to the Instruction, Organized
.Research, and Public Service Programs.

3. The University Of California was .the-only segment
that prorated expenditnres assigned to Instruction to
those sulpcograms.'pf instrnction other thad'General
Academia (i.e.., Speaiar ,EXt6.4on (For
Credit)). `:::.

With respect to the- proratiOn, of General .Academic
Instruction expenditures, among "the different. student
(instructional) leVe.0, JUG..allocated the sulieprogram
General Academic by LL4ill of. Student, while the CSUC made
allocations by. Level of Instruction.

With respect -to reported segmental ontput, and activity I .

measures ; the two fouvryear segment repOrted outp i and
activity measures .in terms of Weekly Student Contact Hours
(WSCH), :. ,Student Credit Hours (SCH),/ and ,,Full ime
Equivalent Students (FTE), while theilCCC used WSCH and
,AVerage Ding Attendance (ADA) as measures,

Conclusions

A. The date for the annual Council report to the' Legislature
should be changed from June 30 to November 30 in order to
match the purposes of SCR 105 with the activities and
information needs required. for segmental budgetary
reparation.

In future reports, a uniform basis or unit-cost analyses
among the segments will necessitate the following changes.
in the reporting of aegmental expenditures:L...

.EXp.enditures and measures of instructional' output and
activities need to be reported in terms of both the
Level of Student and Level of Instruction.

. Agreement needs to be reached respecting the
assignment of activity 'expenditures to programa in
the,NCHEMS Program Classification Structure.

Agreement needs to be reached on a common method
(through the use of an equivalent 'allocation
parameter) for prorating 'support costs, to primary
progranis.

tw

3
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Agreement needs t be ceached with respect to the
activities to be assigned specifically and uniquely
to the three primary programs and the four support
programs..

Agreement needs to be reaChed with respect to the
definttion of a FTE student.

Agreement needs tp be reached with respect_ tcr the I,

method for prorating the costs of General Academic
Instruction, Oceupitional/Vocational Instruction,
Special Session Instruction, and Extenlion (For
Credit) to Level of Student and Level of Instruction.

Agreement needs
10.
to be reached with respect to a

on 'interim procedure for the, assignment of
ulty and support persdnnel expehditures within the
ogram Classification Structure until the NCHEMS
oject on F4culty Activity. Analysis is completed.

The California Community Colleges need to make an
effort in their changeover, to the NCHEMS Progkam.
Classification Structute to,. devise a method by which
the Instruction sub-progrant of GeneralItcademic and
Occupational/Vocational may be reported separately. .

co

P
- -p

AgreeMentineedS.-:to be.. reached., on-. a more
.:method for the.,reporting,..of..fwiding sources..

A-

11
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APPENDIX B..

tINDINGS AND RECOMMENDATIONS
OF TM 1973 CCHE :COST

The more itportant findings are liSted below along with certain
procedural and definitional changes- needed to be resolved in the
teporting of ,Fegmental expenditures for future 'reports. These
changes will be resolved with advice from the Council staff's Ad Mk
Committee on Costs of. Instruction.

Findings

with respect to segmental reporting procedures:

s The University of California and the California State
University. a d Collegeseport current operating

nt
expenditures /thin f', the:;:format of -the prosra'
Clissification s*StruCture°;veloped .by NCHEMS. The '

CalifOrnia- Co unity Coltegei report 'expenditures
within a object classificatiou-strudturepresented in
the California School Accounting. Manual, which .,.sis
also used by t public elenientary and secondarf
schools..

The:four-year segments do not report ,1ike activities'
within like 'cost centers. The 'variations in
expenditure . assignments within:: the Program
ClanWiea..rn.Structure are noted below:.

iversity recharges directly the cost of

nt
tin

port program activities to recipient
rs, while the California State
and Colleges does not.

Certain discrete. dd-(like-named activities are
assigned to dif rent progrdms or Sub-programilt:1,
.t4ithin each segment. That is, instead of
reporting the expenditure, of an activity. under
one sub-progfanr,4t is,.distributed over several
programs and sub-itrograms fOX that segment.

Definitions of dctivities are ;not same
between the segments o

a Expenditures :related to certain activities,
alt.hohgeported theGovernor's Budget, are
hot LIM:led within any of the -three primary or
fouk support programs for a segment.

B-1

nY
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The segments are not-,comparaille in ,their reVorting of
expenditures by sources. of funds. The greatest-
Variation among segments relitei to, those' funds,

.

represehting ReimbUrsements. " - .
9.

,Witb, respect, to'lh& .allocation of support costs to the
priMaty programs:, .

1. The 'Unive*Sity California fuses the'. recursive .

allocation. technique While- .the California State
University and Colleges .and the California. Community.
`Collegea use the direct allocation proCedure. ':

otits419.5a novation have-. made,. the' Instruction
the Univrogsram :California accounts: for

40tOinlaiely's 40 0. percent era], Campus
,piptidittires, from all fund: sources, wh e the other:
-two.setnests :report _over. 95': percent their
expenditure's ;charged in this manner.

With tegpect , 6 the prdratiOn Generel.:. Academi
laStruaion expenditures among. the different Stude it
(Instructional) lebels; the, University ..allocatred the sub-
program ..General. 'kcademic botlf Level Of., Student .and
Level of Instruction,' while the California Stete'

4:University alni Colleges .made ..allocations by Level- of
InstruCtiOn only. The itiiiverrItY used the:allocation
'parameter of faculty and '-teaching assistants contaet 'to
aliOcate Coats ;tee different -levels ohereat' ,the
California State, University' and Colleges'. -allOcafi.on?
technique is based upon the production of Student Credit
HoUrs br-Level of Instruction. Both segmentS.:use a,direc't

.
hllocation technique.

With' respect, to reported segmentfl -output and activity'
measures, the two four-year, segments 'reported output and
activity measures in ':terms of WeeklyStudent Contact Hours
(WSCH), Student Credig Hours (SCR), and :Full-Time-
Equibalent Studenti (FTE), while the .California CoMmunity
Colleges' used WSCH and Average _Daily Attendance (ADA) as
measures... Further: ,6:".

'..t.'", ". . -:."..; . , ": ,, -- 4. . ; 4. ;The: methods .- uslci by the :"segiaeitt, -.an a,.e'cinaul4410.4i.
' .Weekly Student Cciitat Hours. areiriednais'texit.,

. _ .. ,'-' i-: , .- ft$ ...-. :... ' I', . I :'.._ :.,'"*" ...'
The ; Methods,: used! by the segragnfS 7.5.n-1 a cciunnillting.,
Student' .Contact? Hours 'at the G:iatluxce% lesiei'"ake -.,
.. ,.inconsistent.": . . ,...
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maications for ture Report
-

A. The 'date for:31,the ajukual C cif report,to theLegislature
..

shoflld be changed from e 30 to 141.ovember in ordei to
match the .purposeS of SC 4:,105 with the .activities and
information needs =rewired :'.;.for segM nteal budgetary.

preparation. 4- 916.'f

e:frOIn future reports, a uniform basis for. it-cost .analyse's
among thd segments will necessitate the followiug changes
in the reporting of segmenta/. expenditures.-

2

Expenditures and measures of instructional output and
activities need to be reported in terms of both the
ievel of Student and Level of Insttructkon.

Agreement deistds to 'be reached in A. Ct
assignment activity expenditures- to
FCHEMS Program Classifitat,On Structure.

44°Asr--,

Agreeme2?nt needs, to be reached on as, common method
(through the ,use of an iltquivalent allocation
parameter) for prorating support costs .tio
programs,

wd

Agreement needs eri be :reached with respec t. to :.the ,
a.:AWities to be assigned specifically and uniquely
to the three primary. programs .and ,the four support
programs.

Agreement 'needs to be reached with respect to the
definition of a Full-Time-Equivalent student and also
the methods used in accumulatting Student Credit Hourd
and Weekly Student ,Contact. Hrs

, Agreement needs to be reached, with respect to the
method for prorating the .cost' of General, Aodemic
Instruction, 'Occupational /Vocational -Instruction,;.''
Special Session. Instruction, and. Ext'enSion ,(Fot
Cri,dit)' to the Levels co,t. Student and Levels. of
Inatruction. . *.

Agreenient .needs.,,to be'., r4ched with respect to a
common interim ;procedure the assignment. of

.faculty and :support peraonntlexpenditures withirn ,the
Program, Classificat2.on .Stsvacture un.41. the NC
PrOject on FaCulty Activitt.kAnalysis is compl eq.

11- Until -this projet is shOwe'ver, the
;University of California in qutiire reports, _as the

f.rg'1- '
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Califorwia, State UniyersitY and C611eges ha's done for
this 'report, should take into consideration
variations in' average slaries of faculty when
allocating expenditures to''4.he different Levels of
Instruction and Student.

IfCfuture reports, the segments should include within
prtposed expenditures any adjustments in salaries
that are proposed or contemplated so that the unit
cost, computatiOns are not understated by these
amounts.

9. The California Community 'Colleges need to make an
effort in their changeover -to the NCHEMS Program
Cl,assification Structure to devise a method, by which
the Instruction sub-programs of General Academic and
Occupational/Vocational may be reported separately.

10. Agreement needs to ;pe reached on a more coinparable
method for thesteporting'of funding sources.

The _third annual report under SCR 10 (FebrUary 1974) indicated
'considerable progress had been made by the ITC and CSUC systems in
implementing/ the formsk of the Program Classification Structure
developed.by NCHENS. -.111oWever, the Community Colleges continued its
old accounting structure which weds not comparable The
Recommendations for Future Reports rioted that theAtudies had gone asfar as possitile ins detierminix l. tosts of ilsauction due to
limitations impcised by data currently available. It set forth
several recommendations to the Commission should it decide to
continue the series. (See attached Section V, Recommendations 'for

4-:Future Heports).
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:`FINDINGS AND HECOMENDATIONS OF
k CCI1E.CISST STUDY

, .

The futUre!of these series Of Mural. reports will, of course, be '4
determined by the Pcistiecondary. Education Comm,iesion, which W 11
assume the Councit'a functions ,gird .operations on. April 1, '197
Within the limitatibn .imposed by data currently available, "'t
current report has probably gon1 as far as possible in.,,detaormi
comparable costs Of instruction among the three libblic segments o
California hi education.

If more complete comparability isso be achieved, *ref inement, of he
current- reporting system pill. be .,necessary'and will require total
commitment by the, segments7-a 'commitmentethat can only be achieved if
they are assured that the resulting study willlbe ofISenefiein their
budgetary deliberations. This commitment will be particularly
difficult, since the timing ,ofi. this reportong Begmental development
of budgetary Proposals-otp 'the Departmentipf Finance coincide, To
date, this rAport has been given low& prskority toy the segments.
Another ob#tacle segment414tciommitment4 arises from some
duplication ofs effort by phe Degirtment of Finance in its Higher
Education Budget Project, whip...is directiti toward a budgetary
proiledurg for the acquisition of sutiport, funds, cand by the Council,
through this Aeries of reprts. The new commission should reconcile
these projecta4

AAs indicated earlier the report, f the Commission decides td,
strass segmenta4 commitmett toward is,project, it will:benefit not
only budgetary Acinoceos, tut also the dammission. in its
regions' ilities -for prograni review--particularly when Costs. can be
defermined folitssub#ect fie4ds and/or student majors.

Some of the major areas of conern that inhibit expenditure
comparibiliiy sang the segments were noted in Section and are
Apeated heir-fot emphasis .

a

a .1. 'The accounting and budgetary systems currently used by ,the*three segments 4o not provide data that lAnd themselves to
comparability. It is hoped that .in°future reporta
comarabiliti will be improved as the segments begin to
assign' similat-activitieto the same programs.

'Segmental proced s,-in the distribution,,, of Support
Prograth "activities to the Piimary Prograths4are -presently'

silot comparable, as was noted Section II. It will be
difficult to achieve "comporablb. allocation ebniques
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`the,4,segments assign activities tc.i. the ,Protram
classifiektion` Structure in a similar mannd

The techniquesi used for theV ....,.,---', ationof 'Instruction

expenditures -t the Levels of ',AtA, iict:iciii andLevels of
Student are not ComParable.' / iiersity.'Uses the

while .the State University an
.t t,ontaCt ;Hours,

eft'-"uses Student
all'ocation parameter of. Weekly_ .,
Credit Units. Council staff' .fai7ors, c of Weekly;
Student Contact 'Hours', "becaUse chip 'Joie re 'closely
represents the amount ',Cf service . r by ah..

institution and s t.,,dePenii Upcn'suc:Ce completion
of the activi

One of 'the, .grey es, . j ;cies- toi:achiev

is the present Mac r adequate: me

activities in which ngaged.
salary costs of

Ins: general, _the segments haves
.;MO

3. ect, faCnity-''' a.
activities on the basis .of fact): cif.tioW fac
budgeted. Faculty contract 'sift.** 44-?, budget:

: solar official records 'clo,'-yata i.:t.&firs-
spefic activities in which"7al.-gl. aCulty:niem engage'S,
particular semester, quarter, or;inthme4-0:00.1i0'',... sPeid4.XIA4
these Ocords do noitir:alWays
envision of effort` among` the actiliP4i0S''..Cosuilissicin'tlicin14 6nSider...
the sponsorhi of-.44isculty activitY-.analYsii:by..the'Segments.

54
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.:SHEEO/NCES COMMIAICATIOS PROJECT

March 11', 1:90e...

SHEEO/NCES Cbrn unicatitin,NetwOrk Representatives
:.:5.!

ost of Instruction,

. .The State of California in the extent to which each state develops elld
utilizes information on the cost of instruction. If you have existing information which
would provide enlightrnent on the following, it would be helpful if you could provide it
to the NetworR Office.. 'Existing information is material already developed and
available, in order to avoid imposing a burden on you in response to this request.

1) Existing information which indicates if your state presently develops cost of-
instruction (cost per student) data for public and/or independent institutions.

existing information which indicates how often the to is prepared.

Existing information which indicates if the data are ,differentiated by level. .

of student and/or level of instruction.

Existing information which indicates if the data are differentiated by
discipline and/or program.

5) _ Existing information which indicates if the data are employed

D

, a. budget analysis and review
b. program review
c. faculty staffing formulae
d. tuition and fees c:atermination

6) Existing information which indicates if the data are employed by campuses,
. the legislature and/or the executive branch of 'government..

Please send any material or, information which you might have to the Network Qilice
by March 30, 1,980, All responsri'd will he compiled; and a summary raport will 'oe
provided to, respondents. rhank you yei y much for your cooperation in providing any
such information.

; ,;:,
. .

f".1- ,JE-CT CF THE STArr: -1qHE EDUCA IO Efi1_..7:...,..1._,.1,.., i..i4i.

.
1... ..1.,1

-...7., is .S`3
--''''1N*T17-1i-i'm BY THE NATIONAL FCR E.113CAll.u1-. . 1.. v,..... 3... ..../ i 1../ ..s . .. 1... as . CENTER s 3. f.1 :\ 1 IVAT''-'1.14'1'

,...
%i.
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. 'TABULATION OF RESPONSES TO THE
,COST OF INSTRUCTION QUESTIONNAIRE
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RESPONSES FROM THIRTY-ONE STATES 10 SHEEO/NCES QUESTIONNAIRE ON COSTS OF INSTRUCTION

Colorado

Alaska' Cok,

mission On

PostSecohdary

'Education

Board

Regents

Colorado ;

Commission On

Higher EdUca-

tiOn

No No data colleted

Yes
(Telephone responteno addieional infontion.)

EnclosUres: 1 library Acquisition Formula

'Library Acquisition. Haintenance

FOnauli,

3. FOrMUlafinanclOgler Libraries

Icirdula Finaning Committee--

PhYsical.Plailt,Subcommittee

5. Small'C011ige BUdgeting

6. Guidelines for Reporting FIE'

'Enrollments

Board of

Higher Educa-

tion

tepartment of

Education

None

. .

No data collected

Community

.tolleges

Infonution system provides vast amounts

of datacost studyserves as .0 basis for

financial modeling system. ,

(Caveat-data not v ewed' as

appropriate level of fund-

ing for quality, education)

Legisla

Govern°

Boards,

Campuse

,

Enclosures:
.

Community ,Comiunity College Management

Colleges.: Information System Procedures'

Manual June]917p.

2. ThelommunItY C011ege,Program

Fund, FY2197940; 1980781

State h,1 1916.77 Expenditure Analfils,

UniVersi y State.Universities.

Comments: 1 -Both,divisions develop 'direct

and full cost data:in compli-

ance with 1976.7/ilegislitive

directive

2. Cost studies basid on NCHEMS

1(J
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Idaho

tilinols

Iowa'

State Board

of Education

, .

/Bard of
Higher Educa-

tion

Department

of Publ ic

Instruction

(Merged Area

Schools),

Iowa College

Aid Commis-

sion (Attach-

ment: Board

of Regents)

Yes

Yes

Yes

Yes

Annually.

Annually

Annually

'Instrnc-
,tional

Student

per

Student

byleiel

Bienni-

ally

Unit

costs

Annually,.

Instruc-

tional

costs per

student

by level

Bienni-

ally

Uit
co s ts

Yes

Yes

Yes

Yes

Yes

Bien-

(a) lb) I (c) (d)

Data too new to be useful to anyone, how-

ever, there is-some internal institution-
al use .

nially
Cost

per

student

by

level

Yes

Studen'

/in-.
struc-

tion

Yes, Bien-

nially
Cdst

per

student

by

level

Yes

Student

/in
struc-

tion

es ' Yes

Yes Yes

Yes .t..

o

Yes,

vari

able

costs

Yes Campuses,

.Boards,

Legislature,

Governor

Enclosure: 1, First Report 197i.78

Counts: 1. Work begun in 1915

2. A 'modified RCHEMS procidure

3. Develops direct and full costs
4. Not adaptable to cost compa

,sys among institutions

5. Report cites six (6) 11
tions of data

Campuses,

State Board,

General

Assembly, and

Others'

Campuses,

State Board

General,

Assembly

'Enclosures: I. 1978-791MademiC. Discipline Cost

Study for Public Universities
2; ,FY 1979 Unit Cost Analysis for

',Public Calamity Colleges

Unit Cost :StudyProcedures.Man-

. ual (Community'

agents: Reports summarize, direct and full costs

by:level and broad tlisciplinesl:foreach
campus

EnclOsu0: 41. CoSts. of Instruction FY, 1978r,

Merged.Area Schools

010

Enclosure 1, 'Unit Cost of instruction ;by level,
1918.19 ;

, .

COmmenti: .',1,. :Compute cost pet,studentannually

Unit cost deterialliatiOn iS.,:so in-%

OblVed flit the effort:IS expended
only every otherlear.

3, Use instruc-
tion

4. Private, sector his nn., reporting
procedure 'N .7

A
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(a)

Kaosas Board of Yes,

4
Regents' public

4-year,

insti-

tutions

only

Louisiana

Maryland,

1, Michigan

Minnesota

Board of .
Regents

State' Board

for Higher.

iducatlion

Department

of Education

Minnesota

Higher Educa

tion Coordi-

nating Board

a

es

Yps

ally

Annually

Annually

Yes ..Annually..

Yes Annually

Yes

N

Yes

%Yes

Yes

N

Yes

v!

Yes

Yes

Yes

;:Yes'

Yes

Yes

(b)

Yes

Yes

Yes

N

0

N campuses,
Legislature,
and Executive

Bra4ch

Enclosures: . ;: The .Development of, fUnd "
Fonla :.

F110;ExpenditUre,Re0ort,
Comietiti: 1. Use's. fotir:. (4) 1 evels: o'f instrwc-..

tion
2: Utes .24 disCiplines aggregated:to

,a;,27digitMEGIS codi'

ComputeS average direct eipenditUre

per SCH; other expenditures by °

formula 4

o Enclosure: -,/, Ratios of Selected Reveques
,

. Ind, fipendi tu re's ', 000Head-.

`taunt and per:FIE
. .

'
,

Calients:.1. Costi'baseil: On t 'and p:exPend1

,,.. tures..only ,,4,,
II .

'I' '' NO cost deter,l)inatlons by level .ofci

Student; lekifil..instruct 1 on , ..-. ',, ;

,v .0, diSciplibe, ot,program , .

1
.

atienti:. 1. Data tollected as Aare Of .annilit

budget sutnisiinntAlear insti,....,
tuttons only' ...,,,,

2, Costs , by program only . : ... . ..,

3. State Board fOKCoomunity Colleges ..

See COnients

'annuall'y cOtlectsocgs,t data by.

program '',, .,

.State.Bureau Enclosure: 1. 1980431 MiChign Higilir tducaioil
of , the Budget 9 : fricutilt Budgei. treing ,Model

,Cdonents; 1.. A formula approachdistilbhting
I.

poti funding on theebasis of a mopill -,
. . -2. The model, employs erage cost ,per

'SCH,,by diciptine., d level using
32,broadly defined, bjeCt areas.,

and 4..levelS or nstruttion

"Ale

:Comenti; Threeleparate'agedc s develop, inde-1,

pendent ,Cost'studieS1,,

, flyrivtrsity!study used. in.:budget

inalysiund reviewiand tuttion
and fee deteopinationby, the
University

.2. Vocational4echniCal:InStitutei
`study conducted by ExeCutive Branch;

and LegisTaturec, Data irSed in

budget analysts and review t e
4. State Department'. of Education.

. Coordinating Board ,develOps cost.

InfOrmation.for

and'Connity College Systems..'
Used in budget analysis and review

. .

1';
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(a)

ssouri

Montana'

Nebrask?

, I

Nei Jersey

tiew York

*.c

NOrthlarolina

,.

Missouri Yes

Department,of

Higher Edncai

flan'

The Montana

University

,System

nebraska

CoOrdinatini

CoOnissiok

for Rost.

secondary'.

EducatiOn

Department..of

;Higher. Educa-

tion

The State ,

Education

Department

Under,

devel-

opment

No

The him- N

sity of'North

Carolina

Annually Yes

Annually Yes

or Bien-,'

nially,

ot

0

0

a:

Yes

es

e

(b)

Yes

0

(c) (d)

6.

N No

0

NO

.N

Coordinating

,Board

4

Campuses,

segments,

Legislature,

Executive'

Branch

Enclosures: 1. ,Two letters deScribing 'procedures

2. Report, Budget Recoromendationsi

FY 1981

Comments!. 1. . Computes 'direct cost of instruction

. per SCH in REGIS 2-digit discipline'

categories

' 2. Primarily a budget formulation
. .

..process'

SysteM under development

01

Comments: Data routinely prepared by each publi
,

campus and used internally

tnclosures: 1. Foriula Budgeting for New Jersey '

Institutions:of Higher Education

2. The Faculty. Ratio System

Student Teacher Ratios IcliFY 81

4, Budget Reccomendations

Comments: Budget formulas highly.refined used to

'( generate resources for instruction at

the senior Public institutions .

Enclosure: 11 Quarterly .Newsletier, Fa11,1979

Comments: 1. Newsletter provides 4 years of data

on Student-related Expenditures per'

FIE by Sector ,and TypèpfInstitu-
tion. Found to be useful but

cautions reader, against any compar-

isons ,

Comment: Data not collected
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(a)
(e)

(0)

Ohio Ohio Board Yes Annually Yes 'Yes

of Regents

Yes No No Yes Enclosure:. 1. Program Expenditure Models for)

Nigher 4ication Budgeting, k

1977-793

Counts : 1, A Subsidy Forpufa System

21 Midis instiuctional programs into
1

sirmajor groupings eacli, of which

is. subdivided Into two or' threi

levels

3. All programs are fitted into. the

six groups for a Subsidy Formula

System divided into five functiOns;

I, 1 R, Support, Services, Admini-

stration and Plant

4. More program categories would be

too complex for appropriation

purposes

<-

Enclosures: 1. Operating Budget Needs of the

'Oklahoma State System of Higher

Education, 1980-81

2. Student Fees,' 1916

Comments:. 1. Budget formulation procesil

2. Calculates budget needs by program, t

by level, by institution, per FTE

for eight functions-,-administration,

gneral expense, instruction: other

instruction, libraries, extension/

public service, physical plant'

3. Uses ratios and percentages

.1.

Oklahoma ' Oklahoma Ho

State Regents

for Nigher.

-Education,

. .

a'

o'7

Pennsylvania Department of Yes. bnnually No Yes Yes

Education

Enclosures: 1, University Budget Instructions

2, ConounityCollege Budget Instruc-

tins

3. 'State Related and State Aided

Colleges and Universities,:

Budget Instructions

Comments; 1. Budget formulation documents

2. 18.subject.classificationslised

to project need for faculty; plus'

eight support categories ofeXpense,

i.e., administratia, public,ser

vice, student servicesplant oper7

ations, research; support, student

financial, support and independent

operations

3. Independent colleges and'univer-

sides contract with John linter,

Associates to determine costs, .

. 'These data are nottranSmitted to

Board of Education

1
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's

Rhode Island

south Dakota

.Tennessee'

Texas

4,

Vermont

Department of

Education

Board of

Regents

Tennessee

Higheriduca-

tion Commis-

sion

Coordinating

Bbard, Texas

College and

University

System

Yes

Higher Educa-

tion Planning

Commission

Yes Each

term

Yes' Bienni-

ally

Yes , Annually

Yes

Yes

Yes

Yes'

'Yes

Yes

(a)

es

Yes

(b)' (C)

Yes

Yes

Y

No

Yes

Yes

(4)

Yes

No

.

Campuses

Employed by

campusesIut

not,by.legls-

lature or

Executive, .

Branch

Campuses,

Boards,

Commission

Campuses,

Coordinating

Board

Comments: 1.' Data developed in broad Categories;

4 : undergraduate/gradufte notiePa',

. rated by. discipline

2. Many definitional probleMs; henOes.

notpublished

1. May not,te repeated
.' 4

Counts: 1. Information available,only in the..

form of compoter.pridtouts

4..

;-4

,

Enclosures: 11 An Analysit of Instructional

Costs, 1975. °

2. FY 1979 Appropriatiods Formula

Comments: 1. Studies conducted each odd'numbered

year since 199

2. Institutions adopted new accounting

guidelines in 1975

3. Cast data.are not Comparable there-

' fore-comparative tOst tables have

. not, been reported

4.4 Costs ire presented as average cost

per SCR by academic area and by

leul
t. phimary.use is to *lop appropri-

ation formulas for 30-32 program

areas, bylevel. btinstitiltiod

5. Data used to determine instruction-

al component in,stateWide funding
.

1, formula .

Endo/sure: 1. Proration.of FTE end Faculty

/ ) Salary into Curriculum Area

Comments: 1. *math is not an actual cost of

1 instruction study per se

, 2. Distributes faculty salaries across

teaching lads related to levels of

'Instruction with subject classifi-

cations -

3.. pates to ficulty_salaries only,

excludes all Ither campus costs

Comments:,, 1! Attempted, without succelst to

develop instructional costs

2. Basic'problem--definition of costs

among widely diverse institutions

3, State Colleges develop their own

costs per student 'for internal use

I

t'

I"
t
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;

.1,

, t .

.

6

11 ,
(a) (b) (c) (d)

Virginia'

,

,

,,

.

West Virginia
.. , ,

. .

,. .

,

Washington' 'Council

.,
4

.

'
.

4

.

,
,

o

.

..

r)

Council of

iiigher'Educa-

tion

,

,,

,

.

. .

Weft Virginia

Board of

Regents

fgr

Postsecondary,

Educatipn

.

, .

.

'

,...

,

.

.

Yes

Yes

,

Yes .

,

1

,

Annually

t ' .

Annually

Biennir

ally

.

.

...

,

w

,

Y-

,

i

.

. ,

Yes

.

t

;

Yes

.

4
.

/

.

.

Yes,

-
.

,

Yes

,

Yes''

.

,

1

.

.

. .

i

1

,, ,

Yes

,

,'

Yes

..

4

,

v

Yes '

t

, .

.

,

r.

Yes

,

,

,

,

7 es

i

.,

Yes

i,
_

. ,

es

___

.

,

4, .

Yes

_

.

Yes

.

.. ,

, .

.

,.

, ,

Yes

2 1
,

C...uses,

Council,

legislature,

other agen-

cies

,..

'

0

,:.

Campuses,

Board

Campuses,

Courn:11,

legiSlature,

Otnmarnor

0

.

ti

Enclotures: 1. The Cost of Higher Education in

Virginia, 1975-76 '

2. Guidelines and Special Re die:

), ments for Institutions o High-

' er Education, 1979
.

3. Policies and Procedures.for Six -

Year hrricula Plans, 19)9

4: Virginia Information Exchange

Procedures

Comments: 1. Uses modified system thoroughly,

based on NCHEMS procedures
. .

2. Develops direct and full costs

B. Vitginia has the most comprehen-

sive and sophisticated costing

, system

,.

Enclosure: 1. Sample computer print-out

Comments: 1. Direct cost for faculty salaries
.

only

2." Uses 30 IIEGISsubject area classi-

fications only

Enclpsures: 1. Paper presented at costing con-

' , 'ference, Statewide Costing--Is
.

It the Answer, 1979 )

2.; 1976-17'Unit Expenditures Study

3. 1978-79 Cost'Data Reporting

Manual for the Unit .Expenditures

' mini 1. TwoSZYor 'mei., tuition/fee reco-

mendations and establishment of

budget formulae
,

2. Study excludes resealth, public

, service, summer programs, and

. certain fee related activities
3. Summary reports present direct ,

. costs and full costs, in 23 iirbjed

area classifications, by level

4. No. Faculty Activity: Analysis'

is conducted, judgmental distri-

buttons of workload are used '

r

.
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4

(a) (b) (c)

Wisconsin

a

Board, of

'Vocational,

Technical

and Adult

Education

I 'I

Yes Annyel ly Gee

Notes

Yes tampusesi,

legislabire

Governor,
public

Enclosures: ,,.COst Allocation Sunioary, 191940

d. '(Projected)

t 'Cost Allocation Summary, 19/8.79

(Actual)

Omments: 1. Summary reports present data fo

only 9 subject classificatieni

2.,':DeriveS direct oDts and tndir t

'costs

3. Used to calculate distribution of 4

state ajid to'districts Hr

4. Used to,prepare 5-year plan f r

votatiohal education
.

5. PreSenti costs by student.en ail-

ment in college parallelosso-

date degree, vocational;' and con-.

ttnuing education
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APPENDIX F

A SUMMARY OF ACCOUNTING DIFFERENCES BETWEEN THE -

UNIVERSITY OF CALIFORNIA AND THE CALIFORNIA STATE
/UNIVERSITY AND COLLEGES
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Appendix F

Sumnary. of Accounting Differences Between the)
University of California and the

California State University-and Colleges

(PROGRAM CLASSIFICATION SYSTEM FOR THE PURPOSES OF STATE BUD

Program Segment
Classification (UOCSUC) Funded Activities

.

Instruction Both. All personnel and'suopliei involved in
Regirar.
Health Sdiences
Summer' (Special)

Session
Extension .

Research

Public Service

:Academic Support

UC Only
Both

Both

Both

Both

Both.

Teaching Hospitals UC Only

Student Services Both

Institutional Support Both

IR

formal instruction: facul ty, teaching
assistants, instructional and suoPaPts-staff,classroom and laboratory suoplfes.,
instructional equipment. ,

'Specific projects or organized units
concerned nrimarily with basic research.

Applied oroorams outside, 'the regular
curriculum which are designed for' the !ti.
General public.

-
Libraries, , audio - visual services, computing
support, and ancillary support ,bureaus, centers, and institutet).

Heath ,services within the five-hospitals
owned by UC.

Offices of admissions and records ,.: cul tufal
.* and social activities., 'counseling and career

guidance, finanCial aid adnrtnistration (CSUC),
student heal th; serVices , supplemental
educational and learning services.,

. . .

. .

Executive- management, fiscal operations;
.general admin,istrative services; logistical'
services, community relations °beret:Ion and
maintenance Of plant (CSUC):
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.'UOiversIty of California and the
California State Univertity and Colleges

(PRO(;itAM CLA8SIrkATION SYSTEM FOR THE :PURPOSES OF STATE BUDGETING). ,

Continued ,

Program
Classification

Operation and
Maintenance of
Plant

Segment
(UC/CSUC)

UC anti(

Student Financial Ald UC'Only2

Auxiliary Enterprises

Independent Ooerations CSUC Only

. Funded. Activities

Utilities and refuse disposal, custodial
and grounds maintenance, structural and
equipment maintenance, Plant administration
and fire departments. s. '"ak

Finahcial aid supported by. the student
Educational Fee.

d.

Noninstructional services provided primarily
to students in return for specific charges
(housing, parking; inter-collegiate athlcigs, .

food services, etc.)

Al .l activities that benefit students, faculty
and independent agenties, but not directly
relaied to educational objectives.(college
union, credit unions, bookstores, food services,
foundatidns, etc..)

Provisions for
Allocation .UC Only

Extramural PrOgrams UC Only
Sponsored and Other
Restricted Activities

Energy RespAtirrCh arid
"Oevelci t

.1The CSUC includes this-under "Institutional SuPPOrt "
2Tlie CSUC includes this under "Student 'Servic.es.
3These totals include Tebuctions mandated ,in Sections. 27.1 and 27.2 of the 1978-79

Budget, Act. These reductions are S15,430,000 for the University of California, and
$14,050,000 for the California State.University and Colleges.

SOURCE: Governor's Budoet for 1974-80 (Sacramento, 1978).

Temporary accounts for lumo Sum appropriations
*doff ultimately go: (1) from systeirmide
;accounts .to the campuses, (2) from' amous
accounts' to operating programs (salary merit
tncreases 'and promotions, reclassifications,
price increaSes, employee benefits, endowment
into*, 'budgetary savings, etc.)

Primarily research project,s.,under contract:

Activities -wi.thin the. U.S. Energy. Laboratories.
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APPENDIX G

AN OVERVIEW OF THE NCHEMS PROGRAM°
CLASSIFICATION STRUCTURE
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In January 1972, the National Center for Higher Education Management
Systeint (NCHEMS) published the first edition 'of the Proiram

Structure.' It represented. the culmination of more than two years
of effort in whiCh representatiVes of all sectors of higher education worked
eo develop a prograMmatic framework for looking at higher-education
activities. The first edition of the Progran: Chissification Stnictute (PCS)
was something of a landinark in hightr-education planning and manage,
merit, in that it served as hOth acothMon language and as a.starting point
for "prograin-otiented" planning and management. Program-oriented
planning and management focuset attention on the objectives being served
in carrying out an activity or expending resources. (By contrast, organi
zation -unit -based planning.foCuses on the unit itself rather than the pur-

. poses for which the unit operates.) Such an objectiVe-based planning and
.

management focus..-is particularly important in postsecondary education,
where institutions exist to attain objectives related to instruction, research,
and 'public service, Therefore, ..postsecondary education has made
increased use of such techniques as program planning, program bddget-
ing, and program .evaluation. Since its introduction, the PCS hat been..
either adopted directly or adapted 'for specific purposes by hundreds of
higher-education institutions, by 'many state-level planning agencies, by,
most'. federal-level .educational-planning agencies, and by institutions in
several foreign countries. 4

'Warren W. Gulko. ProgratkVassificittion Structure. NCHEMS Technical. Report 27
(Bouldei. Colo.: Western Interstatetorirission for. Higher Education. 1972).

A
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WHAT IS THik PCS? 4

The Program C fication Structure is a set of categories and related den-
nitions which al ows its users to examine the orkratiosis of a postsecondary
education insti non as they relate to the accomplishment of that insti-
-tution's objectiv .Specifically, tie PCS is a logical framework for arraying
information in a ierarchical disaggiegation of programs, in which a "pro-
grain" is 'defined an aggregation of activities serving a common set of
objectives. The PAS -suggests that nine Major programs are.carried out by
postietondlry-ed tion institutions in pursuit of their, objectives (see
figure 1):

..1.0 Initructio
2.0 Research

. 3.0 Public Se ce
4.0 c4camic S pport

5.0Stiadent Se. ,ces
6.0 InstitutionakAdministration
7.0 Physical Plank:Operations
8.0 Student Fina Support
9.0 Indeperideni perations

The informakion thatmay be cOm incited through the use of the PCS'
format includes information about the organization's personnel, facilities,
activities, and so forth: The assignment of activities to the: various cate-
gories within the PCS sho la be based on either the primary intent or the
actual zntent of the progr m element. The first edition of the PCS stipu- .:

laced that the assignment. f activities and resources to categories-should be
made on the baSis of "pn ry intent" (i..e., the basic purpose or primary
reason for carrying out t e activity). This criterion suggests that if an
activity supports multiple o jectives, the primary objective should be ideri
rifted and the activity classi red accordingly. Howeven a more exact pro-
gram-classification. procedure would use the criterion of "actual intent."
This criterion reqUires that hen multiple objectives are - supported by the
same activity,' the classifica ion peocedure.'shOuld alloCate the activity
appropriately among all of th actual objeCtives served by the activity. The
second edition of the frogra Classification Structure tecognizri, either 4'

criterion as appropriate for th 'classificationclassification of a&i,ies and resources In
one Sense, the use of "actual intent representi a more refined and concise ,,
picture of the programmatic u ilization of resources, but either criterion}
will result in` program informati n.

; The lowest level at which act vibes and resources are classified in this
edition of the PCS is by type of a tivity. This is a departure from the first:
edition, in which the classification scheme was disaggregated in the follow-
ing manner: r .

G-2.

112
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IDS

1

'Subprograms
1 \

Program Categories
1

m Stibcategories
1 \

Program
1

Program

In the, second edi
provided:

however. only three levels of disaggregation are

Programs

Subprograms
1

Types of Activity,

In this revised scheme, the.subprogram is the lowest level -f disaggre-
Igation that shows how the.activities are related. to objectives. The "type7of-

activity" Category, while serving as 'a further disaggregation of infor-
mation. \represents soineWhat different dimension of information within
the PCS and is not necessarily unique to a pariculr subprogram; One .

type of activity,. in fact, may beliarried out within more than one subpro-
gram. "Retail services and concessions," for example\ may be conducted

g, both for *the fa,cuity.ancl:staff (therebyzOntributing to the, objectives of the
Institutional AdminiitritiOn program) and for the.stu\denti ctheieby con-
tributing to.the Student Services program)..

WHAT IS THE ROLE OF THE ./3S IN
PLANNING AND MANAGEMENT?

The Program Classification Structure has been designed tallow its users
to'relate information about resources and activities to the achievement of
institutional :objectives. This is accomplished by classifying information
within a.'Set of PCS categories that have been designed, to \feflect the kinds
of programs that postsecondary institutions carry out to accomplish their
dbjectives.
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The role of he PCS in i planning an management thus is similar to the
role of progra rnatic information in postsecondary education. The PCS is
intended to s e as:

a fra ork for the analysis of different types of data ..

4! a start ng point for programmatic. planning and management
a common language.'andoframework for describing activities in,

postsecondary education.

FraMewtirk for Data Analieis: Most data formats are data specific in
that they are 'designed to serve the unique characteristics. of one
type of information (for example. personnel data, financial data); there-
fore they :have.-limited utility for analyses that require th integtation of
several different kinds. of data The PCS helps tb overcoin this limitation.
In a cost analysis. for example, information:about people, nances, facili-
ties,' time and so

graMs, the PCS provides the analyst,With a for

forth., must be iritegr' aced, but these data cannot be
linked unless there is a single data framework that accommodates all of
them. By.focusing; on pro
mat for conducting such an-analysis;

The -role theaPCS plays in analysis is as folloWx:

Operational
Data

Structures

_Crossover
Mapping

Procedures
mommillo

PrOgram7Oriented
Data StrUctures

(PCS)

Data Collection Analytic roCeclures,.4 Data Analysis

This diagram points out. that by defreion analytical data and op-
, .

erational data'are different.. Operational data are collected on an ongoing
basis for the institution's operations Ouch as the accounting. system'or a
siudeni-data tystem) and are usually claXsified in categories that relate
directly:to organizational Units within the institution. Analytical data (of
which program:oriented data represent one kind) usually are obtained .

after certain analytical. proeeduies (such as crossover or Mapping pro-
cedures)*e.perforMed the'operational data. For example, a faculty -
activity analysis can,beused to:further explainsthe objectives _served by the
resources used in various 'academie departments. thereby resulting in ana-
lyticany derived program data. -While the PCS often is used to display
operational data. it shduld.be,,Viewed primarily as a format for the display
of . program data that .:are obtained through the use of analytical
proCedures. .

Starting Pointlor ProgramiPlanning: The programmatic focus built
into the PCS 'ilsor has nucleic important starting point (or prototypical
model) fOr pronam .planning, program budgeting, and other types, .of
objective-oriented planning and martagement in postsecondary education.
Use of the PCS encourages:'one to look at institutional objectives and to
consider how one goes about combining resources to attain those objec-
tives-7 something that is especially important in a postsecondary-education
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enterprise characterized by limited' resources." Information forrriatted
around the kinds of prwams the institution is carrying out might encour-.
age the lifer to look at'sPferal aspects of those programsits organization,
its perforrnarke. its growth or decline: and its future prospects. 'Further-
more, since Pr-ograms often cut across organizational lines, for example.
the process of classifying an institution's operationarrecords in the PCS
format usually requires some Ion of prOgram analysis. This process.
generally referred to 'as the "crossover process," often results in as much
yalutble inforination as does the subsequent an`alysis.of the data.

Common Language and FrameWork: Closely relatri to the program-
matic nature of the PCS is .the fact that it provides acmmon %language
and a comprehensive and compatible framework for pait.secondary edu-

. cation. Since the PCS focuses on programs (which are, in turn, related to
objectives), it can be-used .as 'a framework for data from multiple insti-
tutions regardless of differences in their organizational structures.` The de
tailed definitions associated with each category also make it a .useful tool
for ensuring the more compatible collection of information. Therefore the
PCS is often Useifin the collectiOn of data from multiple institutions as well
as in comparisOns Of data across institutional Boundaries..

a

WHY WAS THE PCS REVISED?

It is safe to say that the. first edition of the PCS and the structure it -de-
scribed reflected the realities of planning and management in 1972. While
the ofiginal PCS was a good approximation °f a programmatic frame-
'work. it was not a conceptually consistent program structure since its
developers were forced to make certain compromises in the interests of
feasibility, . acceptability, and the. in higlfer-edUcation

_planning and management at that titne..However, that state -of- the -art has
improved and both the level of acceptability and the understanding of
program-oriented planning and management have changed significantly
since 1972. Therefore. it is important that the .PCS reflect-thosechanges..A
prime example of how the PCS has been changed to reflect a more con-
sistent program structure can be seen in the revised Instruction suhpro
grams. The original subprograms used a variety of different classification
criteria, ranging from.differences in the.."svubject matter". to differences in
when the courses are offered- and differences in the "organizational unit

ieSpOniible for the courses. In the second edition. only tv.*.criteria,fcle-
greeX-nondegree and broad subject areas) are used in defining subpro

'Instruction.
A second. equall*important rationale for revising the PCS is that the .

higher-education enterprise also has' changed markedly in the past five.
Years. Pl-inriers and,managers today deal with educational programs in the
broad context of postsecondary education, one that goes well beyond the
more limited idea of "col legi ate' higher education.. Therefore, the second
edition of the. PCShas been designed to accommodate these broader needs
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by including more detailed categories for nondegree ihstructional offer;.
trigs, by outlining a set of categories for different kinc1,9of t turctional de-
livery mechanisms, and by recogthing such activities\as tie sales "?
ope#ations of proprietary schools.

A third change in the PCS was made because the multileveled structure
in the first ed,Oon was found to be too detailed fOrCthe actual collection
and use of dataTherefcire, the structure recommended in the second
'edition includes only two levels of disaggregation (pr. am and sulpio-
gram) with "types-of-activity" categories Provided. if Additional detail is
needed. .

Finally, while thcktOncept of "primary intent" 'has always serlved as a use-
quI1/4guide ill' the Classification of activities and resOurces in the:PCS, many c
users felt that the precision afforded them by Using "actual intent" should
also be available as a classification rule. Therefore, the second edition
allows either primary intent or actual intent to serve as the classification'
guideline.

- As was the casein the development of the first edition of the PCS, an ex-.
tensive effort involving persons throughout postsecOndary education. was
carried out to determine what revisions were needed and how they could
best be irkilegented. In many ways, the effort'to revise the, PCS has
formally involved even .more organikations than took part in the develop-
ment of the original. PCS. The Association' Of Amprican Medical Co4ges,
for example, worked with the NCHEMS staff for more than a year tO

. deYelop definitions and categories. for medical-care activities.
t

The-
Coalition of Adult Education Organizations (a coalition representing '15
different adult /continuing education associations)appointedla task force
that spent almost a year expanding the_ classification se e within the In

liructionsprogram to serve aciult/tontiniiing eacation n eds. Input froth
such organizacionsas-the American. Association of Colleg Registrars and
Admissions Officers, Assoc- iation for Educational Communications and
Technology, and the National Collegiate Athletic Association was soliCited
and' used extensively in deyeloping the revised PCS categories and defi-
nitions.. A discussion of the changes that have been, incorporated into the
second edition of the.PCSis included as appendix E.

- While the revised; PCS is essentially' the same. frainework as the one seta.
forth in the original,* is hoped thatihe revised structure, the additional
cattgories, and the more detailed definitions will bitter sr>ve7today's edu-
ca oval planners and managers. It-is recognized that.postseCondary edu-
cation will continue to tvolve as will i..the stateof-the-art in educational
planning. and Management. Thy' edition of the Program Clasiifiention
Structure reflects an attempt to incorporate the changed nature of the
postsecondary-education entity, the existing state-of- ti.I.art. in educational
planning 'and management, and the attitudes and needs of the prac-
titioners, in 1978 and 1'ot...the foreseeable future.


