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CHAPTER I
THE LEGISLATIVE CHARGE AND CONCEPTS OF COSTING

INTRODUCTION

This first chapter reviews the Legislature's interest in information
on the cost of instruction. It provades a brief discussion of the
factors precipitating the legislative request for such information
and documents the directive to the Commission. A procedure for
developing a costing system that will be responsive to the
Legislature's interest 1s presented.

THE LEGISLATIVE CHARGE

In has 1979-80 Analysis of the Budget Bill, the Legislative Analyst
recommended that the Commission develop comparable cost-of-
instruction data for the three public segments. The full text of the
Legrslative Analyst's comments follows.

We recommend that the California Postsecondary Education
Commission (CPEC) be directed to develop comparable costs
of a) instruction, by major disciplines and level of
instruction, and b) support services, 1in the three public
higher education segments, and submit a preliminary report
to the Legislature by March 1, 1980.

There have been a variety of attempts i1n recent years to
secure comparative data on the cost of higher education
programs:

(1) In 1965, SCR 51 directed CPEC's predecessor, 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 i1n existence.

(2) In 1971, SCR 105 directed the Council to report
uniform data on costs of instruction for the three
segments of higher education. This was only partially
complied with and eventually suspended due to
methodalogical problems.

(3) In 1978, supplemental language to the Budget Bill
directed CPEC to develop common definitions for
reporting graduate FTE. A preliminary report has been
distributed.



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

In addition to the historical concern, the emergence of
the community colleges as the single largest i1tem of state
support for higher education raises new questions about
the equity of funding between the segments In the next
section of this analysis we are recommending the inclusion
of community colleges 1in the annual CPEC report on
salaries and benefits. The i1nclusion of salaries paid at
community colleges will provide ome important source of
comparative data. However, much additional information 1s
necessary to assist the Legislature 1n evaluating the
allocation of state support between the three segments of
higher education, the distribution of suppart within each
segment, and the merit of requests for program increases.

Becaugse of the variability found between programs, levels
of instruction, and support services, we recommend that
separate cost and staffing factors be developed for each
of these elements. This task logically falls to CPEC, the
agency created specifically to foeter an intersegmental
approach to higher education. The development of
comparable cost and staffing factors 1s basic to any
attempt to interrelate the segments, and thus should be
girven top priority by the agency. A deadline of March 1,
1980, would provide sufficient time for the agency to
develop preliminary factors that could be reviewed in
hearings on the 1980-81 budget.

Subsequent discussion before legislative committees and with the
Legiglative Analyst's staff resulted in an agreement that the Com-
mi1ssion 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 a feasibility study that would:

1,

Identify alternative programs capable of generating cost-of-
instruction data;

Discuss the '"usefulness" of such data 1in planning,
management, and budget review; and

Document the cost of implementing each alternative



RESPONDING TO THE CHARGE: DEVELOPING A "COSTING SYSTEM"

The key requirement of any costing system, whether designed for
education, government, or private industry, is that the system must
respond to the needs of those who will use the cost information. The
costing system developed 1n this report 1s intended to respond to the
Legislature's perceived interests, with considerations provided for
the interests of the segments and the Commission. Inspection of
prior legislative directives, interpretation of the Legislative
Analyst's recommendation, and a review of the manner in which similar
cost data are employed 1n other states, suggested to Commission staff
that the Legislature's interests lay 1n the development of cost data
that would meet some or all of the following objectives:

1. Document, to a greater extent than presently possible, the
expenditures associated with specific educational activities;

2. Permit 1inter~ and 1ntrasegmental cost comparisons between
similar educational activities using comparable measures of
costs;

3. Employ comparable measures of cost to ensure appropriate
levels of funding for similar activities among and between
segments,

4, Predict, with greater certainty than presently possible, the
impact of changes in State-level educational policy upon
segmental funding needs; and

5. Axd in the development of new student charges where such
charges are based upon the cost of providing educational
support to students.

These objectives are by no means all inclusive, nor are they
necegsarily consistent with those pursued by other states that have
developed cost-of-instruction 1information. While detailed
information regarding the motives of other states has been difficult
to obtain 1/ the available literature suggests that:

1. Some states have developed cost-of-instruction information
for decidedly different reasons than those identified for
Calafornia.

2. Some states use cost-of-instruction information for dlfferent
purposes than those envisioned for Califormia.

3. Some states embrace the concept of inter- and intrasegmental
cost comparisons while others specifically reject this
notion.



|
|
4. Some states develop cost-of-instruction data with the primary
intent of wutilizang the data 1n state-level budget
preparation and review, while other states employ the data
for campus-based planning and management purposes only.

5. Some states claim success 1n establishing inter- and
intrasegmental cost comparability standards while others
appear to have abandoned hope of doing so

Clearly, the factors influencing the development of cost data, the
purposes for which the data are employed, and the degree to which the
data are utilized in inter- and intrasegmental/campus comparigons
vary dramatically among those states that have implemented cost-of-
instruction programs. The experiences of other states do, however,
appear to be consistent on a number of points.

1. Few states appear to have realized all of their original |
objectives in employing cost-of-instruction data. |

2. Nearly every state that has developed cost-of-instruction
data has experienced some level of difficulty in establishing
comparability standards.

3., Most states have found that the development of cost~of-
instruction information has taken much longer than originally
anticipated. ‘

The five areas of perceived Legislative interest im cost-of-~ i
instruction information are founded on the validity of one or both of |
the following assumptions:

1. that cost-of-instruction data can be developed 1n a manner
that accurately represents specific educational activities;
and,

2. that measures can be developed to permit the use of the
comparable cost data imn inter- and intrasegmental com-
parisons.

These are two exceedingly important points. If accurate cost data
cannot be developed, or 1f comparability standards cannot be estab-'
lished, some or all of the Legislature's interests will not be
addressed. The remainder of this chapter 18 devoted to an
examination of the 1ssues of accuracy and comparability.



The Pursuit of Accuracy: Resolving Methodological Differences

Differences 1n cost data among campuses/segments may arise because
different procedures are employed in the preparation of data. Such '
differences are termed methodological differences. They emerge when
individual judgments are exercised on issues such as:

1. Substituting surrogate data where actual data are
unavailable;

2. Establishing 1nstructional cost objectives and activity
structures;
|
3. Assigning costs to particular activities; :
|
|

4. Translating costs from one accounting system to another; and
5. Implementing faculty time and effort reporting systems.

In the last decade the National Center for Management Systems
(NCHEMS) has developed standardized procedures for developing cost-
of-instruction data. The NCHEMS system has received substantial
publicity, evaluation, and, 1n many states, acceptance as the
costing system that most effectively minimizes methodological
differences

|
Subsequent chapters will describe the NCHEMS costing methodology 1n
greater detail; however, the NCHEMS procedures for developing cost-i
of-instruction data at the campus level can be summarized in the |
following five steps:

}. Campus expenditure data are translated from a campus-based
accounting system into a state-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 adminmistration, etc.) based upon
each faculty member's actual work pattern.

3. Campus "overhead' expenses (libraries, plant maintenance,
executive management, etc.) are prorated among 1nstruct10nal,‘
research, and community service activities, using formulas
applicable to the particular overhead category. (For |
example, plant operation expenses are often assigned to
specific imstructional disciplines, based on the square
footage utilized by each academic department.)



4, To develop the cost per student credit unit taught, the total
cost of underwriting a particular academic discipline (the
sum of steps 1 through 3) 1s divided by the number of credit
units taught in the discipline (and 1f desired by level of
1nstruction).

5. To obtain the cost per credit unit taken by student major (and
1f desired by level of student), the cost per credit unit
taught by each academic dascipline is distributed to student
majors based on actual student enrollment records to obtain
the cost per credit unit taken by student major (and 1f
desired by level of student).

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

1. Some campus accounts cannot be readily or directly translated
into a corresponding PCS account. In such instances the
judgment of a campus admipistrator regarding selection of the
appropriate account translation procedure may intreoduce
methodological differences.

2. Faculty-activity survey instruments are usually administered
on a self-reporting basis at a specific time during the
academic year. Therefore, the potential exists for
individual faculty to misreport their activities, 1inten-
tionally or 1inadvertently, and thereby introduce errors 1in
the allocation of their salaries to specific educational
activities. Further, the "snapshot" nature of the survey
procedure assumes that faculty activity during the period in
which the survey 1s administered accurately represents the
facuity member's activities for the entire academic year.
This assumption creates the potential for misapplication of a
faculty member's salary to his/her actual activities
throughout the academic year

3 The formulas employed to distribute ainstitutional "overhead"
costs to instruction, research, and community service are
usually general in nature, and may not be precise enough to
ensure that each educational activity receives 1ts "fair"
share of institutional overhead. The potential exists for
one or another academic department, research center, or
community service program to be assigned either more or less
than 1ts actual share of the campus’'s overhead costs.



In sum, while the NCHEMS procedures have done much to ensure the
precision of cost-of-instruction computations, the potential exasts
for certain methodological differences to creep into the process,
affecting the accuracy of the resultant data. It should be noted,
however, that methodological differences exist 1in all costing
efforts,

The Pursuit of Comparability: Dealing with Functional Differences \

Functional differences arise in cost data due to differences among
institutions in thier instructiomal, research, andf/or community
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 impossible to
quantify. These differences do, however, have the potential to |
influence the outcome of cost-of-instruction data to the point that .
comparisons of apparently saimilar activities of two campuses become |
questionable. !

Functional differences may emerge 1n a variety of ways. Some of the
more readily identifiable sources of functional differences are:

1. Institutional roles and missions,

2, Constituents and their attendant influence on campus ‘
services,

3. Degree of i1nstitutional "maturaty”,

4. Campus scale economics, !

5. Geographic location,

6 Campus and/or segmental governance structures,

7. Program qualaty, and

8. Revenue sources and the ava:labality of funds.
The elimination of methodological differences, while an arduous and‘
painstaking procees, 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-'
abilaty. !

There are, of course, significant functicnal differences among
California's three public segments of higher education. The



University of California emphasizes research and graduate studies
The California State University and Colleges 1s oriented towards
undergraduate instruction and programs through the master's level.
The California Community Colleges are committed to public service
activities and two-vear academic and vocational education programs.

These functional differences, established under the 1960 MHaster
Plan, act as inhibitors to intersegmental comparabilaty. Thas does
not mean, however, that all educational activities supported by one
segment are, by definition, noncomparable with those of the other
segments. Comparisons of seemingly similar activities among
segments should not be deemed inappropriate solely on the basis of
differentiation of function, but rather as a result of close ‘
inspections of the activities to be compared.

The Usefulness of Cost Data in a Practical Setting

The NCHEMS costing literature 2/ suggests that methodological and
functional differences can be ameliorated by providing a detailed
program descraiption for each set of program cost data that 1is
employed in interinstitutional cost comparisons. NCHEMS further
suggests that those responsible for making the comparisons should
not attempt direct cost comparisons in those instances where
programs differ significantly i1n scope and objectave,

Given that both methodological and functional differences are pres-
ent 1n all cost-of-instruction computatiens, how useful can the data
be when viewed 1n terms of the five legislative objectives 1dentified
earlier? Unfortunately, the experiences of educators familiar with
the costing procedures provide only limited guidance 1n responding
to the question.

For example, Harold L. Enarson, President of Ohio State University
observed 3/:

Skepticism about the usefulness of student unit cost data
extends from internal administration, to external use by
state controlling boards, and state officials. As most
public 1institutions face, at best, near stability (more
typically, serious enrollment declines), the traditional
student unit cost data appear to serve poorly. To use such
data as the major building blocks for determining
appropriation levels 18 to 1gnore reality and invite
indefensible and intolerable cuts

David Brown, Executive Vice President for Academic Affairs and
Provost, Miami University, pressed the same point with even greater
vigor. In speaking to the issue of planning and managing for the
eighties 4/, Mr Brown exhorted college officials to-



Subvert all attempts to standardize cost data collection.
. . . The wutility of the college, as among many
jnstitutions, 1s 1ts freedom, not its efficiency. . . . The
collection of comparable interinstitutional data, beyond
fundamental statistics such as enrollments and budgets, 1s
(much like atomic energy), too risky to be worth doing.

Speaking to the same 1ssue, but from a different viewpoint, George
Weathersby, Commissioner for Higher Education 1in Indiana, noted
that: 5/

Both ainstitutional and state-level staff in Indiana are
fairly comfortable waith the costing methodology being used,
given that average cost 1nformation 1s being collected.
Most of the comparability problems have been resolved,
although 1t was felt that one more 1teration of the cost
study would be useful. A key action that helped resolve the
comparability problems was to require reconciliation of the
cost study data with institutional financial reports.

The New York Department of Education 6/ expressed a somewhat similax
sentiment 1n 1ts Fall 1979 1ssue of PS

Despite the problems of interpretation presented by these
[cost-of-1nstruction] statistics, 1t can be valuable for
both institutional and State-level planners. It can point
to areas that deserve closer scrutiny, either as potential
trouble spots or examples of effective practices.
Regardless of 1ts ultimate applications, this measurement
reflects only one aspect of higher education It is only in
conjunction with other statistics and trends that it becomes
a useful indicator of status and performance.

While educators will undoubtedly continue tc deliberate the merits
of gathering cost-of-instruction data for some time toc come, there
are some points on which most observers agree.

1. The primary requisite of cost-of-instruction data 1s that
they must be accurate To the maximum extent possible the
data must be free of methodological differences.

2. Cost-of-instruction data provide only quantitative activity
measures. They do not, nor can they be manipulated to,
provide 2 qualitative agsessment of educational actaivities.

3. 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.



Interinstitutional (or intersegmental) comparisons employing
cost-gf-instruction data as the primary unit of camparison
must include an assessment of the functional differences

between or among the institutions to be compared Cost-of-
instruction data are relatively meaningless unless tempered
with a description of the characteristics of the institutions
involved in the comparison.

The utility of cost-of-instruction data 1s somewhat limited
by the ainability of both laypersons and professional
educators to understand the data properly and to view them 1in
their proper perspective.

Cost-of~-instruction data usually measure average costs. Many
legislative and executive brancy decisions deal more with
marginal cost considerations (e.g., how much additional money
is required to fund a specific 1increase 1n one or another
educational activity) than with average costs. To this
extent, the availabality of average cost data does not
significantly aid those concerned with marginal cost
decisions.

Cost-of-instruction data are something of a dual-edged sword.
While data that are properly computed and appropriately used
can provide wvaluable insights 1into selected educational
activities, data that are not can have a substantial
deleterious (and potentially lasting) effect upon the basic
fiber of an institution and/or segment.

-10-



CHAPTER 11
COST-OF~INSTRUCTION PROGRAMS IN CALIFORNIA

INTRODUCTION

This chapter traces the involvement of the legislative and executive
branches 1in cost-of-instruction studies from 1961 to the present.
The participation of the Coordinating Council for Higher Education

1in each study 1s also discussed. The concept of program budgeting 1s

introduced and the impact of this concept upon State support for
public postsecondary education 1s documented.

THE CALIFORNIA PUBLIC HIGHER EDUCATION COST AND STATISTICAL ANALYSIS

Two months after his appointment as the first Darector of the Coor-

dinating Council for Higher Education, Dr. John Richards reported at
the Council's November 1961 meeting that Council staff was working
clotely with the public segments of higher education to develop
uniform accounting and reporting procedures. Dr. Richards
considered these activities essential 1f 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 development of
accounting and reporting procedures which produce comparable data
from the segments of public higher education for use by the Councal."

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 June 1962, Dr. Richards presented a progress report on the
development of comparable systems of records for Califormia public
higher education. While he indicated some progress had been made, he
advised the Council that 1t "was going to be a long and difficult
task."

Finally, 1n 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 Council begin
immediately as the second step toward implementing a continuous cost
and statistaical 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

-11-



the system employed by, and inherited from, the Department of
Education That system was patterned after the account structure
recommended by the U.S. Qffice of Education for elementary and
secondary schools. The new system was based on the classification of
accounts as set forth 1n College and University Business
Administration, Volume I. The changeover placed both the University
and the State Colleges on a comparable basis of financial reporting,
which was described as "the essential foundation stone to providing
comparable functional presentations and meaningful cest data."

While resolutions were adopted by the Trustees in December 1961, and
the State Board of Education, and the Regents in January 1962, to
implement uniform definitions of budget terms and the use of
identical systems of budget classification by all three segments,
the State Board of Education continued to use 1ts existing
elementary/secondary classification for the Junior Colleges.

During the summer of 1963, forms for the California Public Higher
Education Cost and Statistical Analysis were distributed by the
Coordinating Council to each campus to obtain data for Fall Semester
1963 and Spring Semester 1964. The study was designed to examine the
costs of higher education by level and by segment and te collect
other kinds of relevant data. The purposes of the study, as
announced by the Councail, were:

. to make available guantitative data in the general
areas of instruction and research, administration and
general, physical plant operation and maintenance, and
physical plant utilization which would be useful 1o the
development of a more economical and educationally
effective operation of California's public institutions of
higher education and which would facilitate the
comparison, interrelation, and 1interpretation of
expenditures and plant utilization--both intra- and inter-
institutionally and among the segments of public higher
education. 7/

The stated objectives of the Analysis included:

The collection of data upon which to help determine
out-of-state tuition, review facilities utilization
standards, validate and improve assumptions concerning
comparative costs, and assemble data relative to the
operation of amcillary services. Conduct of the study has
not been for the Council's benefit alone. Data collected
will assist administrators in all segments as they make
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-



The results of the Council's study were distributed to the Department
of Finance, the Legislature, and all campuses 1n June 1965. The
study covered the existing sixteen State College campuses, five
University campuses, and seventy Jumior Colleges. It presented
instructional cost data for each standard discipline derived through
a faculty activaty analysis; an inventory of classes; an analysis of
costs of supplies, equipment, and clerical assistance; an analysis
of supporting staff (counselors, departmental administrators,
libraries and librarians) and institutional and student administra-
tions. The data also provided the first statewide facilities
inventory and facility-utilizataion data.

The Council described the Analysis as "an important example of an
inter-institutional and 1nter-segmental cooperative effort toward
developing more accurate and more valid management tools. It is an
effort, once begun, which should not cease but should be continued so
a8 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 1ts public instaitutions, plans to continue the effort

were dropped 1n 1966 when the Legislature and the Administration took

a series of steps to place all of State government under a
Programming and Budgeting System (PABS).

In 1962, the Assembly Interim Committee on Ways and Means sponsored a
study by Griffenhagen-Kroeger Associates on the desirability of
undertaking long-range budget planning for the State In 1ts report
to the Committee 1n Jsnuary 1963, 10/ the firm recommended an
automated system of program budgeting as the best approach to long-
range budget planning. The Ways and Means Committee held open
hearings 1n June 1964 to review this subject. In 1966, stimulated by
the spread throughout the federal government of the successful
synthesis of program budgeting and cost-effective analyses 1n the
Department of Defense, the Governor and Director of Fipnance 1ssued a
series of 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 i1ts charge under the Education Code to review the annual'
budget and capital outlay requests of the University and the State
College systems. The Council determined that it should play a
leadership, as well as a coordinating, role 1n the 1nstallation of a’
comprehensive program and performance budget and reporting system,
and that 1t should simultaneously study and evaluate various program
areas within the segments.

-13-



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 l
studies were directed toward institutional activities, such as
continuing education, faculty workload, the Northeastern Califormia
Study, and manpower needs in specific areas. |

The first step i1n the development of a PABS for higher education
called for translating the mission of an institution 1ntc a program
structure supported by statements of objectives, need, and
authority, accompanied by a description of the elements of each
program end program workload plans. A schedule for segmental
implementaion of the system was developed by the Council in 1967. 12/
The Council noted that one of the major problems 1n applying PABS to
public higher education was the quantification of purpose. In
applying systems analysis to most orgamizations, 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
Counc1il) reverted back to an annual line i1tem budget, not only for
higher education but for State government as a whole.

HOUSE RESOLUTION 376

House Resolution 376 (1968) 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 1in the public segments, thereby
effecting a reduction 1n total cost to the State. In particular,
programs in engineering and the performing arts were cited 1n the
legislation. The Council was to provide a preliminary report in
1970, and a final report in 1971.

The preliminary report, A Survey of Educational Offerings and
Academic Plans (May 1969), was directed primarily to the question of
i1dentifying high-cost programs. The report examined existing
instructional programs in terms of degrees awarded, student majors,
and student credit hours produced. Proposed new programs in each of -
the "critical” subject fields were also examined. The report
identi1fied twenty subject areas that warranted further study in
light of the data that were analyzed.

The final report in response to HR 376, Higher Cost Programs 1n
California Public Higher Education (March 1971), examined the
enrollment 1in every class section offered by the three public
segments, as well as facility costs. The data clearly demonstrated

14—



that small class size was the principal factor leading to high unit
teaching costs. Almost 92 percent of the variations in unit teaching
costs were due to variations i1n teaching assignments. A coefficient
of correlation of 0.96 was found between unit teaching costs and the
reciprocal of weekly student class hours. Unit costs in the same
discipline varied among campuses by as much as 33 to 1, largely
because of 1nstructionsl assignments and class size. The report
noted that by eliminating unnrecessary proliferation of programs and
classes and by establishing segmental policies that would eliminate
small classes at the undergraduate level (nine or less students) an
estimated savings of $35 million could be achieved The report
identified many subject areas im which there appeared to be
unnecessary duplication. Finally, the report recommended and
established new program review procedures for proposed and existing
programs that are essentially those currently used by the Council's
successor, the Postsecondary Education Commission.

SENATE CONCURRENT RESOLUTION 105 (1971)

Sepnate 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 1ts first report on the cost of instruction 1in
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 Center for Higher Educatien Management
Systems (NCHEMS) at the Western Interstate Commission on Higher
Education (WICHE).

These cost-finding principles had their roots in the Califormia
Public Higher Education Cost and Statistical Analysis published in
1965 by the Coordinating Council. Although the Council discontinued
1ts cost-of-ipstruction studies when the State launched 1its
Programming and Budgeting System (PABS), the staff and its Director
continued to promote and extend the system they had developed in the
early 1960s. The NCHEMS' efforts developed as an outgrowth of the
WICHE Management Information System program (MIS).

The "WICHE-MIS" Project had i1ts inception in December 1966, when
Council staff met in San Francisco with representatives of state
coordinating agencies and others to discuss a proposed interstate
exchange of higher education data and information. In January 1967,
the WICHE Director of Special Programs met with Council staff to
discuss the unit cost study being comsidered by the Council for
California institutions 1n 1968. His letter to Council Director
Willard Spalding stated in part:

-15-



. . we might bring these two elements (common definitions
and procedures, and unit cost analysis) together by
suggesting to other western states the possibality of
conducting the unit cost study simultaneously with
California using CCHE definitions and procedures.

On March 23, a letter was sent from WICHE to interested state agen-
cies describing conversations with the Council and the National
Center for Education Statistics (NCES). The National Center was
interested 1n seeing a unit-cost study develop, and recognized the
need for extemsive 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 1nitiate the design of an 1inter-
institutional, interstate, higher-education cost/benefit analysis
system. A brief statement of the objectaves and guidelines for the
project was developed and sent by WICHE to various foundations and
federal agencies for possible funding. The project was originally
funded for one-half million dollars, and since then supplemental
funding approaching eight digits has been provided. Even though the
project was based on Council-developed cost analysis procedures, 1t
was too large an effort for the Council to guide and was
appropriately placed in WICHE. The project office 1s now known as
the National Center for Higher Education Management Systems
(NCHEMS) .

It was this system of cost-finding principles and procedures that the
Council and the segments selected to use 1n responding to SCR 105 |

|
The Council's first annual report 1in response to SCR 105 was
published in October 1972. The report made cost assignments only to
the sub-program level. (See Figure 1.) It stressed the need for
campus reporting at lower activity levels for future reports. The
first report did develop some costs at the program category level but
these were at the segmental level only--not by campus.

The report concluded that the definitional problems of the m1d-1960s
continued to exist and noted that the Community Colleges were still
using the California School Accounting Manual, which was also used by
the public elementary and secondary schools and, 1n the 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 1n response to SCR 105 was published 1n
March 1973. The report incorporated several improvements over the
first report, but again did not break down costs further than the
sub-program level and program category costs were developed at the
segmental level only--not by campus. (See Figure 1.) The major
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Figure 1. The Program Classification Structure Used
in the Coordinating Council’s 1972 Cost Study
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improvements were: {1) inclusion of teaching assistants 1n the
University's computation, and (2) inclusion of nonbudgeted funde in
all segments, except for Atomc Energy Commission operations.
Again, definitional problems, as well as the Community Colleges' use
of the Californmia School Accounting Manual, were cited as major
obstacles that would have to be overcome 1n future reports before the
intent of SCR 105 could be realized.

The "Findings and Implications for Future Reports" prepared pursuant
to the 1973 study appear in Appendix B. Many of the concerns for
methodological and functional differences discussed 1n Chapter I
appear in this material, but are framed in terms of California's
public system of higher education.

The third annusl report under SCR 105, which was 1ssued in February
1974, 1ndicated considerable progress had 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 old
accounting structure, which was not comparable. The "Recommenda-
tions for Future Reports" (Appendix C) noted that the studies had
gone as far as possible 1in determining the costs of instruction
because of the limitations imposed by currently available data It
made several recommendations to the newly created Postsecondary
Education Commission should 1t decide to continue the series of
annual reports.
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CHAPTER III

THE USE OF COST-OF-INSTRUCTION INFORMATION IN OTHER STATES

INTRODUCTION

This chapter summarizes the responses to questionnmaires on costs of
instruction sent to other states. It analyzes those responses to

determine how many states develop cost-of-instruct:ion data, how

costs are determined, how the data is aggregated, and how the data is
used

THE SHEEO/NCES SURVEY

vhen Commission staff received the charge from the Joint Legislative
Budget Commaittee to study the feas:bility of conducting annual cost-
of-instruction studies ain California, it determined that an
examination of these activities in other states was warranted.

The staff sought and received cooperation from the SHEEQ/NCES

Communication Project. SHEEO, the acronym for the organization of
State Higher Education Executive Officers, and the Naticnal Center
for Education Statistics (NCES) have established a communication

network with representatives from each of the fifty states, and U.5.
territories.

In March 1980, a questionnaire was sent to the State SHEEO/NCES
Communication Network Representatives asking specific information on
the extent to which each state has developed and utilized information
on the costs of instruction. (A copy of the gquestiomnaire 1s
presented 1n Appendix D.) Thirty-one states responded to the
questionnaire. All responses and enclosures were forwarded to the
Commission for review and analysis.

ANALYSIS OF RESPONSES

In response to the principal question, does your state presently

develop cost-of-instruction data for public and/or independent
institutions:

Eighteen of the thirty-ome states which responded (58%)
indicated they dad:

One state reported that its effort had just begun and that the
data were too new and uncertain to be useful;
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One state reported that its data were very rough and the study
was being discontinued; and

One state reported 1t was developing a system.
Of thas total of twenty-one 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 as few as six subject area
classifications.

Of the remaining ten respondents, eight states indicated they did not
develop cost-of-instruction data, the response from one was unclear
(the enclosures related to budgetary formulas), and one reported 1t
had attempted a study several years ago but was unsuccessful because
of the wide diversity among 1ts institutions.

Of the twenty states that currently compile cost-of-instruction
data, two 1indicated their studies invelved only four-year
institutions. In two other states, data was collected independently
by separate goverming boards for community colleges 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 state aggregated data into six general areas of study,
one used nine clasgifications, one used sixteen classifications, and
one used thirty classafications.

USE OF COST DATA

Fourteen states (45% of the respondents) indicated that the cost data
were used 1in 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, and seven
(22%) 1indicated the data were used for faculty staffing. Eaght
states used the information to determine tuition and fee levels.
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One state developed costs of instruction as a projection of budgetary
needs for 1ts institutions.

One university system placed a caveat on 1ts report, nmoting that cost
data should not be viewed as the appropriate level of funding for

quality education. One state specifically noted that its data were
too new to be of value, except for possible internal institutional

use. It cautioned the reader against any cost comparisons and cited
six limitations of the data,

Twelve states reported that the data were employed by individual
campuses, the wvarious boards, and the legislative and executive
branches of government. Two states reported that the data were used
only for individual campus self-study purposes.

TERMINOLOGY

There appears to be some confusion about the meaning of the term
"cost of instruction”. There also appears to be wide differences of
opinion on what should be included in instructional costs

No less than twelve states responded to the questionnaire by
enclosing budget formulas, budget allocation procedures, or simlar
documents that were used to generate resources. In general, those
documents established staffing ratios by discipline and added
predetermined percentages of total faculty salary costs for support,
administration, libraries, general expense, student services
(related to student headcount), and physical plant maintenance
(related to square feet).

Some states computed "costs" on the basis of funds appropriated per
FTE. Others computed only direct costs (faculty, fringe benefits and
direct instructional support) per student credit hour Only two of
the thirty-one states computed full costs annually and a third
derived full cost data biennially The latter reported that the
process was too complex and too costly for more frequent studies.

SYSTEMS DEVELOPMENT

From the respondents' enclosures, 1t was apparent that it had taken
most states from three to five years to generate the data to develop
a costing methodology. Some of those states cautioned against using
the data 1in segmentzl or interstate comparisons. Comparable
accounting systems and definitional problems appear to be the crux of
the costing mechanics.
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Computer hardware and/or software do not appear to present a problem
in the development of a costing system.

The thirty-one states which responded to the SHEEO/NCES question-
naire were:

1. Alaska 16. Nebraska

2. Arizona 17. New Jersey

3. Colorado 18. New York

4. Connecticut 19. North Carolina
5. Florida 20 Ohaio

6. Idaho 21  Oklehoma

7 Illinoais 22, Pennsylvania
g. Iowa 23. Rhode Island
9, Kansas 24. South Dakota
10. Louisiana 25. Tennessee

11. HMaryland 26. Texas

12, Michigan 27 Vermont

13. Minnesota 28. Virginia

14, Missouri 29, West Virginia
15. Montana 30. Washington

31. Wisconsin

A tabulation of the responses 1s presented in Appendix E
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CHAPTER 1V

COST ANALYSIS IN POSTSECONDARY EDUCATION AND VARIOUS COST-OF-
INSTRUCTION METHODOLOGIES

INTRODUCTICN

This chapter traces costing from a generalized concept to a specific
methodology capable of generating cost-of-instruction information.
The NCHEMS costing system 18 explored and four specific cost-of-

instruction methodelogies are described.

DEFINING COSTS, UNIT COSTS, AND PERFORMANCE MEASURES

As with most major concepts, that of "cost" is difficult to defime.
Definitions of "cost" tend to depend upon one's viewpoint. For
example, students geherally view costs from a consumer viewpolint, as
a fee or charge preceding matriculstion. Financial analysts define
costs as funds required to obtain various goods and services. Those
concerned with the State budgeting process usually think of costs as
the amount of State, federal, and/or local funds employed to
underwrite last year's activities and the amount that will be needed
to support next vyear'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 by the objectives sought
and the manner in which costs are classified. Costs are often
reported as:

1. Historical Costs - costs derrved from past expenditure
patterns;

2. Projected Costs - future expenditures estimated on the basis
of past experience; or

3. Target Costs - standardized levels of expenditure established
as a spending objectaive.

Costs may be alternately classified as:

1. Direct Costs - costs readily attributed to a specific
activity or condition;

2. Indarect Costs - costs assignable to anr actavity which
provides a support function for another actaivity; or
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3. Full Costs - the total cost of supporting an activity or
condition; the sum of direct and indirect costs

Costs may be viewed 1n terms of their stability with respect to
volume or activity. When considered i1n 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 i1n 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 peried in which
the activity will take place;

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

The permutations and combinations of cost viewpoints (and therefore
cost classifications) are endless The determination of what a
“cogt! 1s, or 18 not, 1s also subject to various definitions  All
cost definitions have a common heritage however, and that heritage 1s
the intended use of the resultant data. The five legislatave
"objectives" for the use of cost data described ain 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, 1.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 costs to expenditures and permits the interchange
of these terms without loss of meaning

CLASSIFYING COSTS AND ACTIVITIES

The campus 1s the smallest unmit 1n California's postsecondary
educational enterprise that supports a full range of educational
activities; therefore, the campus becomes 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 eystems 1s 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 aundit and management control.
Institutional "size" and complexity, campus role and mission, the
relative magnitude and variety of funding sources, and local,
segmental, State, and federal reporting requirements, all play a
role in the character of campus-based fiscal reporting systems.
Segmental accounting systems tend to emulate their campus
counterparts. While oriented more towards multi-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
cost-of-instruction information. Minor revisions to the systems
used by the University of California and the Californmia State
University and Colleges must be effected In the case of the
Community College system, an entirely new accounting structure must
be adopted.

The call for a uniform, State-level cost-accounting system 18
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 uge of cost-of-instruction data
in institutional, segmental, and statewide planning. Both reports
urged both four-year public segments to work closely with
representatives of the legislative and executive branches toward
development of a statewide accounting system.

Since these reports were issued, the University and the State
University have, through their own efforts, and i1n 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 and campus fiscal information 1s
published in summary form in the Governor's Budget, using the State-
level fiscal reporting atructure. An excerpt from the 1980-81
Governor's Budget that 1llustrates 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 Community Colleges have been largely
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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 Proposted Program Use-~Fiscal Year 1980-81

Geperal Student Federal Other Totals. All Funds Budget At
Program Classificatron Fund firnds funds funds Amount  Percent Approprations
INSTRUCTION $542,404,851
mstruction $521,474,611 518,930240 - - 3542404851 4429  (542,404,851)
S SCI810N instruction - 5,561,139 - - 5,561,139 043
nstruction - 3,581,695 - - 3,581,695 029
RESEARCH $T7, MM
Iadividual or Propu. research - - - 17,782 71,782 0.01 (T1,7182)
PUBLIC SERVICE. $458,300
Campas community service - - - 458,302 458,302 004 {453.300)
ACADEMIC SUPPORT $104, 604,074
Libraries 54,689,012 491,370 - - 55,180,382 451 (55,160,123
Audiovisusl Sevvices 10,623,541 M3 - - 10,657,664 0.87 (10,623,54}
nng support 27,789,830 35,039 - - 27,824,869 227 (21,789,830)
s 11,030,580 - - - 11,030,580 0% (11,030,580)
rrunngdsd VICE. s l.O‘N.éﬁ)
Social tural develo L 557,221 3,189,631 - - 3,746,852 0 (3,746,
Sn#ﬂml eduﬂnuurm:ku—
12,864,593 - - - 12,864,593 105 (12,864,993
Coungaling and Carcer Guidance 4,793,069 14,707,457 - - 19,500,526 159 (19,465,3M
Plasngial Asd 1,003,698 6,151,431 45,094,386 567,190 62,816,905 513 {6,818,
Studant su: 2,872,695 19,004,251 - - 21,876,946 179 (19,183,
INSTITUTIONAL SUPPORT $220.210,680
Exzexrwaive mansgement 21,886,475 5,169,953 - - 27,056,428 221 (22,843,304
Ooperations 11,654,066 5,999,461 - - 17,651,517 144 (16,219,952
General adminutrative services 24,755,464 1,954,181 - - 32,709.645 267 (32,534,
T e BNE SRR D e AndE ok Gonm
14 98,291,686 9,390,712 - 3, 111, B3,
Faculty and MTvices 8,846,782 - - - ;,Sf.ﬁ.zg g '3% (g.s«.m
Comyousuty relsncns 3,158,046 822,360 - - ,980, Y
INDEPENDENT OGPERATIONS $37,180.677
[natitutional operstions - 407,792 - 18,637,954 19,045,746 156 (18,637,954
Qutside agencie - - - 18,544,723 18,544,723 15 (18,544,723
POUNDATIONS AND AUXIL-
[ARY ORGANIZATIONS - 13,100,000 39400000 114,600,000 169,100,000 1381 -
TOTALS, SUPPORT BUDGET .
EXFENDITURES S852,608,561 5118925295 59‘.494\.389 - $154.580.21 ! $1,224,608,453 10000 51,02).017,446

UNIVERSITY OF CALIFORNIA

SUMMARY OF PROGRAM

REQUIREMENTS
State Funded Programs

lastrucnon 59 7950 S0-81 1978-79 197980 1550-81

General Campuses 12,358 35 12 327 46 12571 22 $308,398,759 $360,571 124 $367,750,368

Health Sciences 197570 4,603 90 4,770 28 136,725,552 158,874,041 163,985,491

Summer Sessions 35585 36002 36002 5214477 5 659,394 5 659,196

Unaversity Extenston 1,377 51 1,208 99 120899 36,76) 899 41,704,702 41,704,702
Research 30127 263003 2,63003 73 118,027 B4,718 721 86,243,521
Public Service 1,152 88 1,204 98 1,218 48 33,810,648 38,785,188 39,656,988
Academxc Support

Libranes 2715091 2,183 3% 2,191 88 57097 053 67,066,510 67,273,060

Other 2,144 34 2,592 718 259278 58,168 034 67,762,525 70,176,528
Teaching Hospuals 15 745 319 14477 11 14,477 31 377,138 Q095 451,141,619 494 157 619
Student Scrvices 1,766 01 2,850 76 285076 64,087 9317 70,620,597 71,442,597
Instvytienal Support 6,003 78 6249 25 6258 25 102,581 431 119,161,379 119,461,387
Operation and Maintenance of Plant 2,993 3,207 75 336875 87,972 997 99,009,378 102,868,97
Student Financial Aid - - - 33,134,567 31,982,939 32,063,933
Auxihary Enterpnses 2,130 08 1,709 62 1,709 62 72.082.640 87.267.395 91,736,39%
Provimens for Allocation - — 809 —a49 - 23,564,125 38,333,738
Fuxed Costs and Economuc Factors - - - - - 39,426,170
Specaat Regents' Programs - - - 18 211,967 19,453,924 23,250,703
TOTALS. BUDGETED PROJRAMS 56,266 51 54,857 23 55261 37  $1,468,706,123 51 727,350,063 51,895,432,06%

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 to their local constituencies
for the majority of their 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 1ndicated earlier, one of the primary requisites of a program
designed to develop cost~of-instruction 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-
year segments for budgetary review meets this requirement but
suffers somewhat from intersegmental noncomparabilities 13/ and too
high a level of data aggregation. The fiscal structure presently
used by the Community Colleges 1s 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--information that will
promote the Legislature's objectives of comparability and
uniformity--a new accounting structure and activity framework must
be implemented for the Community Colleges. 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 classify program activities and
1dentify program costs. The PCS 1s highly compatible with the State-
level accounting structures presently used by the University and the
State University. 15/ In addition, the PCS 1s 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 development of educaticnal cost data provides an
additional advantage to Califormia because use of the PCS
facilitates the interchange of selected cost information with
institutions and segments 1n other states.

An expanded treatment of the PCS appears in Appendix F. An 1llus-
tration of the PCS structure appears in Figure 3. This structure
classifies all postsecondary educational activities performed at the
campus or segmental level into one of nine major programs.

1. Instruction

2. Research
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3. Public Service

4. Academic Support

5. Student Service

6. Institutional Administration
7 Physical Plant Operation

8. Student Financ:al Aid

9. Independent 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 on an interinstitutional basis without regard to
differences 1n organizational structures, 1nternal actavities, or
funding sources. In addaition to serving as a basis for common data
collection, the PCS5's "universal' framework facilitates comparisons
of selected cost-of-instruction data between and among institutions
and segments.

Use of the PCS as a wechanism for gathering, reporting, and ex-
changing cost i1nformation is discussed in greater detail later 1in
this chapter. It 1s worth taking a moment at this point, however, to
examine the procedures used to construct a State-level PCS. Consider
the 11lustration in Figure 4. Construction of a State-level PCS
beging 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 activaty assigned to each account. For example,
travel funds expended by a campus president would be assigned to PCS
account 6.1 (Executive Management).

In those i1nstances 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 account 5.3 (Counseling and Career
Guidance) and the remainder assigned to PCS account 5.1 (Student
Service Administration). The process of translating internal
accounts to PCS accounts i1s referred to as the account-'crossover"
procedure.

Note from Figure 4 that the account crossover procedure is executed

at the inatitutional level. (Within the Community College system 1t
would probably be necessary to effect account crossovers at the
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Figure 4. Illustration of the Procedure Used to Construct
a Campus Program Classification Structure

1.0 |2.0 |3.0 (4.0 |5.0 |6.0 }7.0 [8.0 5.0
Campus-based
INST.| RES. | COMM.| ACAD.}STUD.|INST. |PHYS. {STUD. | INDEP PCS
SERV.| SUPP.|SERV.|ADM. |PLNT. |AID OP.
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district level.) Once carried ocut at the campus or dastrict level,
the PCSs for individual instutions may be combined and integrated
with a second PCS documenting the activities 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 activaty and fiscal data
into the PCS structure does not produce cost-of-instruction infor-
mation. Construction of a PCS merely provides the framework withain
which to begin developing cost computations. Additional data
collection, partaicularly faculty reporting (discussed in the
following section), must be undertaken in order to develop the cost-
of~i1nstruction data.

ENHANCING THE QUALITY OF COST DATA: ADDING FACULTY REPORTING

Faculty 16/ are the principal asset of an institution and represent
1ts most significant single cost. Faculty participate i1n a wide
variety of instatutional activities 1n the course of their normzl
work. As such, a lump sum assignment of faculty salaries 17/ to cone
or another element of the PCS using the account-«crossover procedure
described earlier would misrepresent the cost of their various
activities. To ensure that faculty activities and their attendant
costs are properly represented throughout the PCS5, a survey of
faculty activity must be performed. The results of the survey permit
the assignment of faculty salaries to specific educational
activities.

Faculty reporting i1s usually undertaken in one of two forms. In some
states, faculty activity 1s reported by department chairpersons
(using a survey instrument), based on their assumptions about the
efforts expended by the faculty in their departmenta. When performed
in this manner, faculty reporting 1s referred to as "Faculty
Assignment Analysis." A second, and more widely used, method of
gathering information about faculty activity 1s a survey instrument
completed by each faculty member documeating his/her individual
activities. This method of self-reported faculty data 1s usually
referred to as "Faculty Activity Amalysis.”" In addition to providing
data useful for umit cost computations, both of these analytical
procedures generate data capable of supporting a variety of
performance measures.

Whale cogent arguments have been advanced supporting each procedure,
Faculty Activity Analysais appears to be the predominant survey
technique used in other states. The University of Califernmia 1s the
only segment currently employing a faculty reporting system. The
Faculty Time Use Study (FTUS) was instituted during the 1977-78
academic year to collect aggregate, Universitywide information on
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faculty actavities, which was to be shared with the State government.
Each year approximately 1,000 University faculty from the regular
ranks (and 300 from the irregular ranks) complete a gquestionnalre

concerning their activities for a specific two- or three-day period.
The reporting perieds 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 1n which the University faculty as a whole spends 1ts time. The
reporting period of two or three days for each i1ndividual evoids the
problem of asking faculty to estimate in retrospect how they spent

their time over the previous week, month, or academc 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

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 1in 1974, The National
Center's program supports the use of a Faculty Activity Analysis
(FAA) survey instrument that 1s compatible with institutional
accounting procedures, faculty workload considerations, and the PCS.
A sample of the FAA survey instrument developed by NCHEMS appears 1in
Figure 5. The instrument incorporates changes necessary to meet
segmental variations and permits a detailed allocation of faculty
salaries to specific PCS elements on the basis of workload
information  An 1llustration of the use of an FAA to translate
faculty salaries into a campus-based PCS appears in Figure 6.

FAA surveys may be administered i1n a number of ways. OSome states
require every faculty member to provide workload data each term.
Others reguire a random sample of faculty to submit data onr a
periodic basis. S8till others incorporate a random sample of faculty
and request data only in alternate years Californmia's needs for
faculty activity data are based upon the need for data to support
cost-of-1nstruction computations. The FAA survey interval therefore
becomes a direct function 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, biennial, or triennial surveys would probably be adequate
for California’s needs and would be less expensive to conduct.

The sample of faculty used and the frequency of the 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 computation of
unit costs by academic discipline. Chapter V describes two cost-of-
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Figure 5

NCHEMS Faculty Activity and Outcome Survey Instrument
with I1lustrative Data: Side 1
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NCHEMS Faculty Activity and Outcome Survey Instrument
with I1lustrative Data: Side 2
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Figure 6. Illustration of the Use of a Faculty Time and Effort
Survey Instrument to Distribute Faculty Salaries, Benefits,
Etc., Into a Campus-Based Program Classification Structure
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instruction altermatives based upon universal and random faculty
samples i1n the FAA process. The differences in the qualities and
quantities of cost-of-instruction data available under each

alternative highlight the trade-offs between sampling methodologies.

THE EXPENSE OF DEVELOPING COST-OF-INSTRUCTION DATA AND THE PRECISION
OF THE RESULTANT DATA

Cost-of-instruction data can be developed using four methodologies:

Methodology 1

Reporting costs by performing a “crossover' between segmental
accounting systems and the NCHEMS Program Classification
Structure (PCS);

. Methodology 2
Reporting costs based on data obtained from a Faculty
Activity Analysis (FAA);

. Methodeology 3
Reporting costs based on data obtained from an Instructiocnal
Work Load Matrix (IWLM); or

. Methodology 4
Reporting costs based on the allocation of costs from
secondary to primary cost centers.

In every 1instance, the precision of the cost data and the price tag
associated with the procedures necessary to develop those data are
assumed to increase: (1) within each methodology as data-reporting
precision increases, and (2) between methodologies as different
procedures and associated reporting 1imstruments 1increase 1n
complexity.

Cost 1ncreases within a methedology are considered to be linear. The
amount of the increase varies, depending upon the precision of the
data to be developed. Cost 1increases between methodologies are
thought to be discontinuous, due to the large investment necessary to
1mplement the particular cost-accounting procedures required by the
methodology. The generally linear cost 1increase within a
methodology, coupled with the discontinuous cost increase between
methodologies, results in the "stair-step" cost graph illustrated in
Figure 7. In all instances the precision of the cost data developed
under one methodology 1s assumed to be transferable to successive
methodologies.

An expanded discussion of the cost considerations assoclated with
each methodology follows,
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Methodology 1: Crossover Between Accounting Systems

Under Methodology 1, cost information 1s prepared by translating
data from segmental accounting systems to the NCHEMS Program
Classification Structure. The cost of such translations 1s
relatively low and increases only slaightly with increased emphasis
on the precision of the resultant data. In Figure 7, the left side
of the cost line for Methodology 1 represents accounting
translations performed at high levels of data aggregation.
Increasing refinements within the crossover procedure, particularly
those resulting 1in 1ncreasing data disaggregation, result in only
moderate cost increases

As 1ndicated in Chapter V, the translation of cost data between
accounting systems 18 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 presently available, 1t would
not provide unit cost 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 umit cost data, however, would be of
limited, and questionable, wvalue. Methodology 1 1s attractive
because it is relatively inexpensive to perform, but 1t does not
provide reliable unit cost information by either level of student or
level of instruction.

Methodology 2: Use of a Faculty Activity Analysis Survey

Under Methodology 2, cost data are developed by combining infor-
mation obtained from the exacting segmental/PCS account crossover
with data describing faculty activity. Knowledge of faculty
activity 1s obtained through a Faculty Activity Analysis (FAA)
survey.

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 the PCS.
If desired, the FAA survey instrument can be designed to capture 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

As Figure 7 shows, the cost line within Methodology 2 varies with the
frequency with which the FAA 1s administered, the number of faculty
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surveyed, and the range of activities accommodated on the survey

instrument. The cbst of an FAA administered biennmially to faculty in
the Fall Term only, and designed to capture instructional activity at
the two-digit HEGIS level, would appear on the left side of the cost
line. An FAA employed each term, for faculty and administrators,

that gathers instructional activity information at the four-digit
HEGIS level would be considerably more expensive.

While a Faculty Activity Analysis survey 1s costly to implement and
1nvolves considerable ongoing operational expense, the precision of
the resultant data 1s 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 level and academic discipline.

Examples of data developed under this methodology appear 1n
Figures 9 and 10 in Chapter 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 related to student credat
"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 reference data on
each student's course registration with the faculty activity data
derived from an FAA survey. This cross referencing permits
tabulation of student 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 (and the
language used to describe the process) 1is complex, the procedures
have been successfully used 1n other institutions, segments, and
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, 1f desired, by level of student and by program.
The primary drawback to Methodology 3 1s 1ts implementation cost.
Not all cempuses or seégmenis, possess the data necessary to support
even the most rudimentary IWLM procedure. In addition, substantial
staff (and computer) time and effort are required to audat the
results of the IWLM and FAA data merger.
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Sample data developed under Methodology 3 appear in Figure 11 in
Chapter V.

Methodology 4: Allocation of Secondary to Primary Cost Centers

To this point, all 1instructional and student costs have been
developed using direct 20/ cost computations only. Under the first
three methodologies, instructional costs are developed by reporting
costs directly related to imstructional activities. Cost centers
outside the 1instructional 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 1in
the PCS) are allocated across the primary cost centers (items 1.0 -
3.0 1n the PCS) using one or more proration techniques. While the
gspecific technique employed varies with the cost center to be
allocated, the intent 1s to spread an institution's "secondary," or
overhead costs across 1ts primary activities and obtain data
reflecting "full costs.” Methodology 4 develops information
describing the "full and complete' cost per credit taught and/or the
cost per credit taken at various student/course and disci-
pline/program levels.

The primary advantage of this methodology over its predecessors 1s
that the costs associated with each discipline/program activity
indicate more precisely the actual funds being expended to support
that activity. Development of such data permits departments,
schools, colleges, campuses, and segments to be more precise 1in
determining the cost(s) of various institutional activities. These
data are also beneficial in evaluating alternate funding proposals
because they permit full cost comparisons.

The two major drawbacks to the extension of overhead costs to primary
activities are: (1) the cost of performing the procedure, and (2)
the differences of opinion that exist within the academic community
regarding the proration formulas that should be employed for each
cost center. For example, should the cost of a campus library be
distributed amoung academic disciplines on the basis of the number of
faculty employed 1n each department, the number of 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 for the
purpose of this study.
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CHAPTER V

SPECIFIC COST-OF-INSTRUCTION ALTERNATIVES

INTRODUCTION

This chapter describes the caveats, limitations, and assumptions
used in 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 described in Chapter IV can be
implemented 1n a variety of ways. To ensure timely completion of

this study, a discrete number of alternatives were documented and

their implementation costs established. In the following section,

six specific cost-of-instruction alternatives are described. Each
1s based upon one or more of the four methodologies discussed 1n 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 to each alternative. The

assumptions, etc., appearing below have been developed after a

review of the experiences of other states and the relevant liter-
ature.

1 Costing Methodology

Each alternative employs the NCHEMS standard costing methodology
as described in NCHEMS' Techaical Report #65, Procedures for
Determining Historical Full Costs. The NCHEMS Program
Classification Structure (PCS) is used as the standard accounting
system for all cost-reporting activities. The PCS 1s described in
Technical Report #106. In those instances where faculty activity
surveys are employed, NCHEMS Technical Report #54, Faculty
Activity Analysis: Interpretation and Uses of Data, serves as the
starting point for the development of California-based surveys.

2. Actavities To Be Studied
The costing alternatives are limited to ''regular" instructional

activities 1n the three public segments. For the purposes of this
study "regular" instruction is defined as courses and programs
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funded 1n whole or part by the State General Fund, federal funds,
etc, Courses and programs funded entirely by student fees are not
considered part of the "regular" ainstructional program and
therefore not included in this study. Activities specifically
excluded from the scope of the study include self-supported
extension, continuing education, and sSummer sessi0n Programs
Medical schools and the operation of teaching hospitals are also
excluded from the study, as are the California Maritime Academy
and the Hastings College of Law.

3 Time Periods To Be Studied

In preparing alternate cost estimates for developing cost-of-
instruction data, a full academic year 15 used as the standard
time measurement. Cost information is prepared on an annual
basis. Term-by-term cost information 1s neither collected or
published. Cost data are, where necessary, weighted to
accommodate differences 1in institutaonal calendars (year-round-
operation, 4-1-4 institutions, etc.). As indicated in 2 above,
summer session 1s excluded from the study in those instances where
the program 18 not a part of an imnstitution's "regular"
instructional program.

4. Funding Sources

Cost information for all funding sources 1s reported: State
General Fund, local funds, federal funds of all types, Regental
funds, student fees, private bequests, etc. Sources employed to
fund activities specifically excluded under 2 above are not
considered in the study. Funding sources are divided into two
categories: (1) restricted, and (2) unrestricted. In general,
unrestricted funds are defined as State and institutional General
Funds.

Operating expenses are the only funding reported; capital outlay
18 excluded from the cost-of-instruction feasibility study at
this time.

5. Unit Costing Measures

In those instances where unit costing by either instructional or
student level 1s employed, the standard unit measure for academic
programs 18 the student credit unit. The unit-costing measure for
noncredit programs within the Community Colleges 15 the student
contact hour.
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6. Instructional Disciplines

In those instances where cost data are developed by instructional
discipline or student program, the HEGIS classification structure
15 employed.

7. 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 by a
segment in the development of data that proved to be either
totally or partially compatible with a particular cost of-
1nstruction methodology have not been considered as a "new" cost
attributable to 1mplementing that methodology.

The cost of faculty time required to complete Faculty Actavity
Analysis surveys, 1f any, was not included in segmental cost
estimates.

SPECIFIC COST=-OF-INSTRUCTION ALTERNATIVES

Alternative 1: Translating Segmental Fiscal Information 1nto the
Program Classification Structure

Under this alternative, each segment documented the cost of perform-
ing an exacting segmental-to-PCS account crossover. Implementation
of this alternative requires the public four-year segments to effect
selective refinements to their existing State-level fiscal data to

ensure comparability between segments and within the FCS structure

The Community College system 1s 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 PCS5. No PCS account mergers (e.g.,
combining i1tems within a specific PCS element or combining elements
themselves) would be undertaken as part of this alternative. Data
would be arrayed im accordance with the PCS nomenclature and no unit-
cost computations would be developed. All funding sources not
spec1f1cally excluded 1n 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 of sample data developed using Alternative 1 appears
in Figure 8. This 1s the current format for the Governor's Budget.

Alternative 2A: Prepare Instructional Unit Cost Data Based on
Information Obtained From a "Universal® Faculty
Activity Analysis Survey

Alternative 2A corresponds directly to Methodology 2, described in
Figure 7. Under this proposal, each segment would perform the
exacting segmental-to-PCS crossover described in Alternative 1. A
Faculty Activity Analysis (FAA) survey covering all faculty and
academic administrative staff would then be utilized to distribute
faculty salaries to selected elements within the PCS. All faculty
and academic administrative staff would be surveyed once a year at
various times throughout the Fall Term. The combination of the
account-crossover procedure and the FAA data would be used to develop
accounting data identical to that described under Alternative 1, and
to develop unit-cost information by both level of instruction and
academic discipline. As in Alternative 1, data would be developed on
a campus or district basis with segmental summaries.

Under Alternative 2A, each segment would perform an account-
crossover procedure at the two-digit PCS level No account 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 PCS  Unit-
cost data would be displayed for the following levels of instruction:

1. Lower Division (for Communmity Colleges only, differentiated
by vocational and academic instruction)

2. Upper Division
3. Graduate I (first stage-master's)
4. Graduate II (second stage-doctoral)

Unit-cost information obtained as a result of this procedure would
reflect faculty salaries, benefits, and instructional support costs
only--campus "overhead" costs would not be included in these fig-
ures. While instructional~support costs would be prorated, based on
the data obtained from the FAA, no proration of overhead costs
centers to academic disciplines would be undertaken All unmit-cost
information related to "academic" instruction would be prepared in
terms of cost per student credit unit. Noncredit instruction that is
not totally self-supported within the Community Colleges system
would also be developed 1n terms of student contact hours.
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Figure 8. Sample Data Developed Under Alternative 1

(a1l data are hypothetical)

uc csSuc CCC

Expenditures  Expenditures Expenditures
PCS Program ($000) ($000) ($000}
Instruction 8.44 6.38 94.63
Research 4,20 5.24 83.92
Public Service 9.68 16.06 106.26
Academic Support 18.31 10.85 54.25
Student Service 1.20 2.29 9.21
Institutional
Administration 16.93 26.62 75.66
Physical Plant
Operation 7.76 7.44 23.93
Student Financial
Support 4.23 9.86 10.28
Independent
Operation 8.45 14.26 83.26
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An 1illustration of sample data developed using Alternative 2A
appears in Figure 9.

Alternative ZB: Prepare Instructional Unit Cost Data Based Upen
Information Obtained from a Limited Faculty
Activity Analysis Survey

Alternative 2B also draws upon Methodology 2 and 1s 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 required to complete a Faculty Activity Analysis
survey. (This procedure is simlar to the faculty-time-and-
effort reporting procedurea presently used by the University
of California.) The "limited" survey would be administered
on a time-random basis during the Fall Term and would be
employed te distribute all faculty salaries and instructional
support costs to selected elements within the PCS.

2. Use of the limited survey would permit computation of unit
costs differentiated by level of inmstruction only. The
abbreviated sampling would preclude development of
instructional-~unit costs by academic discipline.

3. The restricted sampling procedure would permit the
development of unit-cost data at the segmental level only.
Cempus and district unit-cost data would not be developed
under Alternative 2B.

Alternative 2B is essentially a simplified version of Altermative
2A's method of computing instructionmal umit-costs This alterunative
benefits from a reduced reporting burden upon the faculty (with a
commensurate reduction in implementation and operational costs) but
suffers frocm an 1nab:ility to generate unit-cost information as a
function of instructional dascipline or campus/district In all
other respects, however, the benefits attributed to the
implementation of Alternative 2A are applicable to this altermataive.

An 1llustration of the cost data produced using this Alternative 2B
appears 1n Figure 10.
Alternative 3A: Developing Unit Cost Information by Student Level

and Student Program

Alternative 3A utilizes Methodology 3 to develop unit-cost infor-
mation by student level and by student program (major). All proce-
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Figure 9.  Sample Cost of Instruction Data Developed Under Alternate 2A

Direct Cost Per Credit Unit Taught
By Academic Discipline and Instructional Level
(a1l data are hypothetical)

Level Of Instruction

Lower Upper

Division Division Grad I
Agriculture 11.60 12.76 22.80
Area Studies 9.19 10.04 -
Brological Sciences 14.26 16.09 20.40
Social Sciences 6.15 7.08 9.42
Interdisciplinary Studies 8.10 11.46 -

Data available by campus and by segment
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Figure- 10:. Sample Cost of Instruction Data Developed Under Alternative 2B

Direct Cost Per Credit Unit Taught By
Imstructional Level -
(a1l data are hypothetical)

Level Of Instruction

Lower Upper

Division Division
Untversity of Califorma 23.08 29.42
State University 25.16 27.03
Community Colleges 22.86 -

Grad 1

46.40

39.92

Grad 11

52.19



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 and program would be developed by employing an Instructional
Work Load Matrix (IWLM) at the campus level.

Under this alternative each campus would perform an Instructiomal
Work Load Matrix computation in the Fall Term of each yvear. Data so
obtained would be linked to information supplied by the Faculty
Activity Analysis survey described in Alternative 24  Student
program information would be developed at the two-digit HEGIS level.
Unit costs would be prepared for the following student levels:

1. Lower Division

2. Upper Division

3. Master's - (Graduate I)
4. Doctorate - (Graduate II)

Unit costs developed under Alternative 3A would reflect direct costs
(faculty salaries, benefits and instructional support costs) only;
proration of campus "overhead" costs to student programs would not be
effected. Cost information would be developed 1n terms of student
credit units. Unit-cost information for Community College noncredit
instruction would be prepared in terms of student contact hours.
Sample data generated under this alternative appear in Figure 11.

Note that Alternative 3A 1s a succesgor to Alternative ZA only.

Alternative 3A cannot be implemented 1f Alternative 2B 18 é@ilozed.

Alternative 4A- Developing Full Cost Information

Alternative 4A would extend the costing procedures used in Alterna-
tzves 1, 2A, and 3A to include "full" costs of instruction. Under
this proposal, campus "owverhead" costs (items 4.0 - 9.0 in the PCS)
would be prorated across instructional, research, and community
service programs (items 1.0 - 3.0 in the PCS). The procedures
supported by the NCHEMS costing methodology would be used to prorate
overhead costs to these programs.

Unit-cost information developed under Alternative 4A would be
published 1n a manner identical to that employved in Alternatives 1,
2A, and 3A. All umit-cost data would be prepared by both level of
student and level of instruction in terms of the student credit unit.
Program and instructional costs would be further differentiated,
using the HEGIS coding structure at the two-digit level.
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Figure 11. Sample Cost Of Instruction Data Developed Under Alternative 3A
Direct Cost Per Credit Umit Taken By
Student Program (Major) And Student Level

(all data are hypothettcal)

Level of Student

Lower Upper

Division Division Masters Ph.D.
Agriculture 11.60 12.76 22.80 46.90
Area Studies 9.1% 10.04 - -
Biological Sciences 14.26 16.09 20.40 28.63
Soc1al Sciences 6.15 7.08 9.42 -
Interdiscipitnary Studies 8.10 11.46 - -

Data available by campus and by segment
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Sample dats appear in Figures 12A and 12B.

Note that alternative 4A can be implemented only 1f Alternatives 1,
2A, and 3A are employed.

Alternative 4B: Developing Full Cost Information by Instructional
Level Only

This alternative 1s similar to Alternative 4A but differs in that 1t
relies upon Alternatives 1 and 2B to supply the data necessary for
unit-cost computations. Since Alternative 2B employs a 25 percent
Faculty Activity Analysis sample, computation of unit-cost
information by campus/district, academic discipline, student level,
and student program would be precluded. Data describang "full™ umit
costs by level of instruction at the segmental level would be the
only outcome of implementing Alternative 4B. Except for these two
limitations, all other aspects of Alternative 4A are applicable to
Alternative 4B.

Data developed using this alternative are 1llustrated in Figure 13.

THE COST OF IMPLEMENTING THE SIX ALTERNATIVES

In the course of developing the six cost-of-instruction alterna-
tives, Commission staff requested each segment to submit estimates
of the cost of implementing each alternmative. The segments were
requested to separate their cost estimates 1ato:

1. One time, nonrecurring costs--those necessary to underwrite
the development of new survey instruments; the creation, or
modification of existing, computer systems, staff training,
etc.; and

2. Annual, ongoing operational costs--those necessary for survey
administration, computer system operation, key data
conversion, data auditing, editing, etc.

The cost estimates provided by the segments appear in Figures 14 and
15. Cost estimates are grouped within each figure in the order in
which they would logically be implemented, and further segregated to
1solate major alternatives that are mutually exclusive. The cost
estimates appearing on the upper half of each figure represent cost-
of-instruction alternatives that utilize a universal faculty
reporting system and generate cost data by segment, campus, academic
discipline, student major, level of instruction, and level of
student. The cost estimates appearing on the lower half of the
figures 1llustrate costs for alternatives that employ a 25 percent
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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
(a1l data are hypothetical)

Level Of Instruction

Lower Upper
Division Division
Agriculture
Direct Cost 11.40 12.92
Full Cost 21.70 24.43
Area Studies
Direct Cost 9,82 10.51
Full Cost 13.87 2¢2.75
Social Sciences
Direct Cost 6.10 8.07
Full Cost 9.482 10.72

Data available by campus and by segment

—-52-

Grad 1

23.80
55.80

21.92
43.87

9.98
16.72

Grad Il

48,30
108.25
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Figure 12B. Sample Cost OF Instruction Data Developed Under Alternative 4A
Full Cost Per Credit Unit Taken
By Student Program (Major) And Student Leve]

(a1l data are hypothetical)

Level Of Student

Lower Upper
Division Division Masters Ph.D.
Agriculture
Direct Cost 11.60 12.76 22.80 46.90
Full Cost 23.70 25.90 54.80 106.40
Area Studies
Direct Cost 9.19 10.04 20.40 28.63
Full Cost 14.08 23.20 46,89 59.92
Social Sciences
Direct Cost 6.15 7.08 9.42 -
Full Cost 9.85 10.88 16.06 -

Data available by campus and segment
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Figure 13. Sample Cost of Instruction Data Developed
Under Alternative 4B

Total Cost Per Credit Unit Taught By
Academic Discipline And Instructional Level
(a1l data are hypothetical)

Level Of Instruction

Lower Upper
Division Division Grad I Grad I1
University of California
Direct Cost 23.08  29.42 46.40 52.19
Full Cost 38.14 41.63 88.92 108.63
State University
Direct Cost 25.16 27.03 39.92 -
Full Cost 54.20 58.60 63.95 -
Community Colleges
Direct Cost 22.86 - - -
Full Cost £5.15 - - -
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Alternative

1
2A
3A

Alternative

:
2B
4B

Alternative

1
2A
3A
4A

Alternative

1
2B
4B

Figure 14.

u.c.
$ 19,400
$2,644,400
$4,459,400

U.c.
$ 19,400
$ 169,400

$1,554,400

Figure 15.

y.c.

$ 8,800
$1,343,800
$3,013,800
$3,098,800

u.cC.
$ 8,800

$108,800
$193,800

C.S.U.C.

$ 47,250
$184,500
$453,500

C.5.U.C.
$ 47,250

$184,500
$500,750

Estimated Implementation Costs for Various
Cost of Instruction Alternatives

c.C.C.

$1,700,000
$3,353,000
$5,225,000

C.C.C.
$1,700,000

$3,352,000
$3,657,000

Estimated Annual QOperating Costs for
Various Cost of Instruction Alternatives

C.S.U.C.

$ 23,000
$228,000
$371,000
$405,000

C.5.U.C.
$ 23,000

$108,000
$308,000
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c.C.C.

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

c.C.C.
$ 216,000

$1,013,000
$1,272,000

Total

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

Total

$1,766,650
$3,705,900
$5,712,150

Total

$ 247,800
$ 4,818,800
$ 9,312,800
$10,161,800

Total
$ 247,800

$1,229,800
$1,773.,800



random sample of faculty in a statewide faculty-reporting system.

These alternatives are capable of producing cost-of-instruction data
at the segmental level, by level of imstruction only. Under these

alternatives, cost data would not be developed by campus, by academic
discaipline, by student major, or by level of student.

The following considerations should be applied when evaluating the
cost estimates appearing in Figures 14 and 15.

i

Cost estimates were prepared in terms of 1979-80 fiscal year
dollars.

Implementation cost estimates do not reflect single~year
costs. It is assumed that the total cost of implementation
would be spread over a number of vyears.

Cost data were prepared independently by each segment using
"reasonable" estimates of each alternative's cost. Rigorous
feasibilaity studies were not employed to develop these data.

The cost estimates presume the full use of existing data
processing systems and faculty-reporting mechanisms.

The cost of faculty time reguired to complete faculty
activity surveys 1s not included in the data presented 1n
Figures 15 and 16.

The cost of converting data developed by academic discipline
or student major from the existing four-digit HEGIS coding
structure to the six-digit classification of Instruction
Programs structure (a conversion mandated by the Nationmal
Center for Education Statistics in the fall of 1982) is not
included 1n segmental cost estimates.

The estimates prepared by the segments were not audited by
Commission staff to verify their accuracy or completeness.
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CHAPTER VI

THE CALIFORNIA FISCAL INFORMATION SYSTEM AND 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 program and the cost-of-instruction alternatives
are provided. Two areas of potential conflict between the cost-of-
instruction program alternatives described in Chapter VI and the
CFIS program are rdentified and discussed.

Asgembly Bill 3322 (Boatwraight), enacted in the 1978 session,
established the California Fiscal Information System (CFIS) as the
State's primary vehicle for developing annual budgets and accounting
for prior-year expenditures. AB 3322, subsequently chaptered as
Sections 11409 and 13300 of the Government Code, directs CFIS to
provide the legislative and exXecntive branches with fiscal data that
would "enhance faiscal decision~making in the establishment of
budgets for all state activities."” The statute calls for:

1. Development of a "modern and complete accounting system,"

2. Maintenance of "accurate, and comparable records, reports,
and statements of all financial affairs of the State,”

3. Development of a system permitting "comparisons of budgeted
expenditures, actual expenditures, and encumbrances,"

4. Use of an accounting structure that facilitates the linkage
of actual expenditures to specific goals and objectives, and

3. Use of & coding structure {presumably within the accounting
structure) that will permit, "identical activities being
performed by different entities to be i1dentified and
compared."

The statute i1mplies that all State agencies, commissions, bureaus,
boards, and institutions are subject to inclusion in the CFIS
program. The only exemption of significance relates to the
University of Califormia. Section 13341 1indicates that "the
existing budgeting, accounting, and reporting systems of the
University of California shall not be substantially modified to
comply with [the statute]."
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Eight "pilot" agencies have been identified for initaal conversion
to the CFIS program. They are:

1. ZEmployment Development Division,
2. Department of Education,

3. Department of Water Resources,

4., Department of Transportation,

5. Department of Health Services,

6. Department of Social Services,

7 Department of Motor Vehicles, and

8. The California State University and Colleges [emphasis added]

Task forces have been established within the Department of Finance
and the Chancellor's Office of the State University and Colleges to
facilitate implementation of the CFIS program. At this writing the
State Un:iversity system anticipates that the CFIS program will be
operational, at least in part, prior to the fall of 1980 To date,
neither the University of California nor the Community College
campuses have participated in either the development or
implementation of the CFIS program. Conversion dates for these two
public segments, the California Maritime Academy and the Hastings
College of Law, have not been established.

The emergence of the CFIS program as the State's primary budgeting,
accounting, and performance-measuring system raises a number of
important 1ssues with regard to the determination of costs-of-
instruction. Two of the more important considerations are discussed
below.

1. Comparabilaity

Chapters I and V of this report have noted that cost comparab:ility
among postsecondary institutions is an exceedingly difficult concept
to i1mplement and that meaningful comparisons of some educational
activities among differing institutions cannot be achieved at any
price. The CFIS program envisions that cost comparability can be
achieved not only among postsecondary imstitutions, but among all
other governmental agencies as well. Extending cost comparabilaty
throughout all facets of State government could escalate the costs of
data collection and reporting above those appearing 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 1s the degree
of comparability desired in the budget preparation and review
process. Does the State desire, or need, cost comparability between
postsecondary institutions and all other governmental agencies, or
does 1t desire cost comparability only smong the segments and their
campuses? Stated differently, 1s 1t more wmportant to establish cost
comparability between the California State University and Colleges
and the Department of Motor Vehicles, or between the California State
University and Colleges and the University of California? If cost
comparability among all State agencies (including the publ:ic
segments) 15 indeed the Legislature's objective, the usefulness of
cost-of-instruction data as described in this report appears
limited. If, however, cost comparability among the segments is the
Legislature's primary goal, the cost-of-instruction methodologies
described 1in this report would appear to be a better approach to cost
comparability than the CFIS program in 1ts present form.

2. Program Classification Structure

CFIS' charter-~to establish cost comparability measures among all
State agencies--requires the use of a classification structure that
must, of necessity, embrace numerous activities and cost centere
that are not common to postsecondary educational activities While
the exact format of the CFIS accounting structure has not been
determined, 1t 1s clear that any accounting system or activity
structure designed to represent organizational units with such dis~
simirlar roles or missions as the Department of Transportation, the
Department of Water Resources, and the California State University
and Colleges, must be exceedingly diverse in nature. This diversaity
poses the potential for campus activities and expenditures ta 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 and expenditures This
report bas clearly demonstrated that translations of campus-based
activity and expenditure data between accounting systems can result
1n losses of precisions and accuracy. (See the discussion of the
wmpact of methodological differences upon data accuracy in Chapter
I.) Such losses 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
between the basic foundations of the two classification structures
widens--e.g., between campus systems and the State-level CFIS
structure. If cost comparability among all State agencies 1s the
primary intent of the Legislature, and 1f the CFIS accounting
structure 18 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 1inter- and
intrasegmental comparisons. If however, the Legislature's primary



interests lie 1n cost comparisons among postsecondary educational
institutions and segments, the cost-of-instruction methodologies
outlined in this report, and the use of NCHEMS PCS, should be

considered as an alternative to, or as a modification of, the CFIS

program.
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CHAPTER VII
FINDINGS, CONCLUSIONS, AND RECOMMENDATIONS

INTRODUCTION

This report was commissioned as a feasibility study--one designed to
evaluate alternative means of developing cost-of-instruction data.
It has described the uses of cost data in other states, and has
reviewed Califormia's earlier experiences 1n using cost-of-
instxuction data. The report also has described various cost-of-
instruction methodologies, 1dentified alternative methods of
producing cost data, and documented the implementation and ongoing
operational costs of each alternative. Finally, 2t 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

The Commission considers 1its charge to examine the potential
usefulness of cost-of~instruction data for public postsecondary
education has been fulfilled, and that attention should mow turn to
determining both the desirability and utilaty 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 of 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-of-
instruction programs have been mixed.

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

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

C 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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d. The organizational entity responsible for developing,
publishing, and using cost-of-instruction data varies
dramatically among =tates; the most popular choices have
been legislative/executive branch staff, 1202 Commissions,
and Boards of Regents/Trustees

e. Nearly all of the states that have implemented state-
level, cost-of-instruction programs appear to have exper-
ienced difficulty in establishing cost comparability
standards.

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

g. Only two of the thirty-one states responding to the
Commission's survey prepared full cost-of-instruction data

annually; a third state developed these data on a biennial
basis.

Many of the methodological problems attendant on the develop-
ment of cost-of-instruction data have been resclved in recent
vears, but methodologicel problems are still a factor worthy of
consideration. Considerable progress has been made during the
last decade 1n the development of survey instruments, in data-
gathering procedures, and 1in supporting data processing
systems. Even with these improvements, however, many data
collection and ainformation processing obstacles 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
to cost comparability among campuses. In California, many of
these differences were created by the 1960 Master Plan, which
established specific differentiation of functionms among the
public segments. No set of formulas, procedures, or guidelines
have been, or likely will be, developed in the near future to
deal with functional differences between and among 1usti-
tutions.

Cost-of-instruction data have not proven to be a panacea for
fiscal and program review 1lls. When properly developed and
applied, cost data have provided valuable 1insights into
similarities and differences among 1institutions. The data
cannot, however, stand alone. To be useful as a cost-analysis
tool, cost-of-instruction data must be used 1n conjunction with
additional forms of descriptive quantitstive and non-
quantitative information.
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Cost-of-instruction data can be an exceedingly wvaluable, but
potentially debalatating, commodity. The possibility for
misuse of cost data, and particularly cost-of-ipnstruction data
in the forms described in this report, 1s significant. Care
must be exercised in the development and use of these data to
ensure that they are employed by persons who understand the
data's unique character and nature, and who are able to view the
data in their proper perspective.

Under optimal circumstances, cost-of-instruction data describe
only one-half of the cost/benefit equation. Saince the benefits
of many postsecondary educational activities are rarely, 1f
ever, quantified, there 15 an inherent tendency to assume that
all benefits are either equal, or roughly equivalent. Cost-of-
instruction data can play a meaningful role as an analytic tool
cnly when both the costs and the benefits of the educaticnal
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 costs. While
average-cost data are a valuable and necessary precursor to the
development of marginal-cost information, average-cost data
cannot play a meaningful role 1in marginal-cost/benefit
decisions.

Much of the legislative interest in cost-of-instruction data
1dentified by the Commission appears to be addregsed in part by
the California Fiscal Information System (CFIS) presently under
development by the State Department of Finance. While some
portions of the cost-of-information program described in thas
report are congruent with the CFIS program, two areas of the
CFIS program warrant further legislative consideration;

a. The degree to which cost comparability among general
governmental agencies and public postsecondary educational
institutions should be emphasized at the expense of cost
comparability between/among the public segments; and

b. The degree to which campus cost and activity data will be
distorted by translation of campus data to a State-level
accounting system designed to facilitate cost comparabil-
ity among general governmental agencies.
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Concliusions
Determining the Optimal Cost-of-Instruction Alternative

The cost-of~instruction alternatives that exhibit optimal cost/
benefit relationships are Alternatives 2B and 4B. Under these
alternatives, costs per credit unit taught by level of instructicn
(e.g., lower division, upper division) would be developed at the
segmental level on an annual basis. (No institutional breakdowns
would be provided.) The one-time implementation costs of these two
alternatives would be $3,705,900 and $5,712,150, respectively. The
annual operational cost for the same two alternatives would be
$1,229,800 and $1,773,800, respectively.* Even though these two
alternatives represent the optimal cost/benefit solution, the
Commission has concluded that the potential benefits to be deraived
from the data are not justified by the costs of its preparation. The
Commission believes that most of the cost data developed under these
alternatives are either presently available from fiscal information
supplied to the Department of Finance on a routine basis, or can be
developed or extracted from existing information at costs far lower
than those cited in Chapter V.

The Commission has further concluded that the cost-of-instruction
data developed under Alternatives 2B and 4B would not adequately
address a substantial portion of the legislative objectives
described in Chapter I, even 1f the data could be obtained at a
greatly reduced cost While these data might be valuable first steps
in the development of a State-level, cost-of-imstruction program,
they lack a number of important characteristics (e.g., costs by
academic discipline, by campus), and are developed at too high a
level of data aggregation (e.g., segmental level only) to meet the
Commission's 1interpretation of the Legislature's interest in the
data.

Considering Other Alternatives

Of the four remaining alternatives, the Commission has concluded
that Alternatives 1, 3A, and 4A do not represent viable responses to
the Ceommission's :interpretation of the Legislature's objectives.
Alternative 1, while inexpensive in comparison to the others pre-
sented, results in cost-of-instruction data of extremely limited
utilaity. Further, cost data similar to those that would be collected
under Alternative 1 are published annually in the Governor's Budget
for the four-year public segments.

* These estimates were prepared by the segments at the
Commission’s request. The Commission has not audited these
estimates for accuracy or completeness.
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Alternative 3A was eliminated from further consideration because 1t
had the unique distinction of possessing high implementation and
ongoing operational costs (approximstely $10 million each), while
producing cost data of questionable usefulness to legislative,
executive, and segmental decision makers. The primary drawback of
the cost data developed under Alternative 3A 18 that they are
developed on the basis of the direct cost per credit unit taken by
student major and by level of student. The Commission believes that
such data are subject to considerable inaccuracies due to the
vagaries of the ways in which students select and report theair
majors. If developed, these data would undoubtedly be useful
indicators of student enrollment patterns but the Commission
believes saimilar data can be obtained from other, less expensive,
sources 1f the Legislature i1ndicates a need for such information.

Alternative 4A was eliminated from consideration for similar
reasons. Under this alternative the full cost per credit unmit taken
by student major and by student level wouid be reported. These data
are subject to the same inherent failings as those described for
Alternative 3A, with the added burden of increased methodological
errors due to the procedures used to allocate overhead costs to
inetructional programs.

O0f the six alternatives discussed in this report, Alternative 2A
represents the data set that most readily agrees with the Com-
mission's interpretation of the Legislature's objectives for these
data. The cost data developed under this alternative would describe
the direct cest per credit unit taken by campus, by level of in-
struction (e.g., lower division, upper division), and by academic
discipline. Alterpnative 24 was not identified as the "optimal"
alternative because of high implementation (5$6,181,000) and oper-
ating (54,818,800) costs, as estimated by the segments. However,
this alternative provides the best blend of data quality and
quantity, given the Commission's assumptions about the Legislature's
interests.

Resolving the Dilemma

In preparing this report, the Commission developed a statement of 1ts
understanding of the Legislature's interest in cost-of-instruction
data. This stetement, referred to as "legislative interest areas,"
was prepared by reviewing prior legielative directives and the
experiences of other states that have developed state-level,
cost-of-instruction programs. The review procedures employed by the
Commiggion resulted i1n a broad statement of legislative need because
it was based upon an imprecise understanding of the intended uses of
the data. Further study of legislative (and executive) branch needs
and a clearer statement of the intended uses of these data would
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undoubtedly result in reduced implementation and ongoing operational
costs.

Recommendations

1.

The Commission recommends that the Office of the Legislative
Analyst, the Department of Finance, and representatives of
legislative fiscal committees review the cost-of-instruction
alternatives described 1n this report to determine which of
these alternatives, 1f any, would be consistent with their
needs for these data.

The Commission recommends that, 1n conducting this review, the
implementation and ongoing operational cost estimates provided
by the segments for each cost-of-instruction alternative be

examined to determine if further specificity of the need and

intended use of the data would result in reductions in these

costs or reductions 1n other costs that emerge due to the

elimination of reporting responsibilities for selected existing
fiscal data.

The Commission recommends that prior to implementation of any
cost-of-i1nstruction program a separate review be undertaken by
the Office of the Legislative Analyst, the Department of
Finance, and representatives of legislative fiscal committees,
to determine the quantities and qualities of fiscal data
currently requested from the public segments, with the intent
of identifying information requests that are either redundant
or of marginal usefulness in fiscal review and control.
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FOOTNOTES

The Commission, acting in cooperation with the SHEEQ/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 provided significant insights into why their
state decided to embrace the collection of cost-of-instruction
data., Many states were reluctant to discuss either thear
motivations 1in embarking on the pursuit of cost data, the
constituencies to be served, or the results they had expected to
realize,

Procedures for Developing Historical Full Costs, National
Center for Higher Education Management Systems, September 1977,
p. 1.13-1.14.

Cost Information and Formula Funding: New Approaches, '"The
Uses and Abuses of Cost Information,™ Apral 1979, p. 7.

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

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

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

Annual Report of the Director, 1963-64, p. 10,

Ibid., p- 11.
Ibid., p. 11.

Volume 21, No. 5, of Ways and Means Committee's reports to the
Assembly.

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

November Report on the Level of Support for Public Higher
Education, CCHE report No. 67-16, December 6, 1967.

The incompatibilities between UC's and CSUC's State-level
accounting systems were documented 1n a Commission report--
published in March 1980--entitled, "State Budget Formulas for
Declining Enrollments in California's Public Segments of
Postsecondary Education " Specific intersegmental accounting
differences appear in Appendix E of the report.
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14/

16/

18/

20/

Program Classification Structure, Second Edition, Collzer,
D.J., National Center for Higher Education Management Systems,
1978.

A review of the program elements used for UC and CSUC in the
Governor's Budget appearing 10 Figure 2 and the structure of the
PCS (allustrated 1n Fagure 3) clearly indicates the prima facie
compatibilities of the two accounting systems. While
d1fferences exist between the two, four-year segments in the
menner in which accounting data 1s recorded, the basic struc-
tures employed by both are nearly i1dentical to the PCS.

For the purposes of this report, "faculty" includes senior
level administrators (e.g., chairpersons, deans, assistant
deans).

For the purposes of this report, faculty "salaries™ 1include
direct salaries, fringe benefits, retirement contributions, and
all other forms of formal renumeration.

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

An example of data arrayed 1in accordance with the PCS appears 1n
Figures 2 and 9.

The differences between direct, and full costs are quite
important. Direct costs represent only those costs dealing
with providing academic 1nstruction. In general, direct costs
document faculty salaries, benefits, etc., departmental support
{e.g., secretarial support, misc. supplies), and a limited
smount of "overhead" costs represented by the department
chairperson. Full costs include all costs covered under direct
costs plus all other forms of campus support. Generally the
costs of the library, academic/administrative/executive
administration, plant operation, et al. are included 1n the
computation of full costs. Comparisons of direct costs tend to
be comparisons of the 'cost of the faculty" providing
instruction while comparisons of full costs represent compari-
sons that include both faculty costs and campus overhead costs.
There ex1sts substantial disagreements between educators
regarding which measure most accurately reflects '"true' coests-
of-instruction.
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APPENDIX A

FINDINGS AND RECOMMENDATIONS
OF THE 1972 CCHE COST STUDY

This 1s the first in a series of annual reports that will determine
the full 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 1in 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 am institution in the
form of capital outlays and current operations. This report 1s
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 1n the reporting
systems currently used by the three public segments. Variations
exist in the reporting of expenditures among the segments due to
functional differences, the manner 1n which the segments have
defined various activities, the way the segments charge recipient
activities for services rendered, segmental interpretations of the
inclusiveness of the various funding sources, and other factors The
report represents a first attempt to allocate support expenditures
to the primary programs, and for the two four-year segments, to
allocate expenditures to the level of instruction or of students.
Variations 1n 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 year
require a 1971-72 budgetary 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 differences among
the segments and citing present limitations, the report identifies
those factors or problems that will have to be overcome in future
reports before the intent of SCR 105 can be realized.

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



Findings

A,

B.

With respect to segmental reporting procedures:

1.

UC and CSUC report current operating expenditures
within the format of the Program Classification
Structure developed by NCHEMS at WICHE. The
California Community Colleges report expenditures
within an object classification structure presented
in the California School Accounting Manual, which 1s
also used by the public elementary and secondary
schools.

The four-year segments do not report like activities
within 1like cost centers. The wvariations ain
expenditure assignments within the Program
Classification Structure are noted below-

a. The Unaiversity recharges directly the cost of
certain support program activities to recipient
cost centers, while the CSUC does not.

b. Certain discrete and like named activities are
assigned to different programs or sub-programs
within each segment. That 1s, instead of
reporting the expenditure of am activity under
one sub-program, it 1s distributed over several
programs and sub~programs for that segment,

c. Definitions of activities are not the same
between the segments.

d. Expenditures related to certain activities,
although reported in the Governor's Budget, are
not included within any of the three primary or
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 allocation of support costs to the
primary programs,

1.

UC uses the recursive allocation technique, while
CSUC and CCC use the direct allocation procedure.



2, CCC and CSUC allocated all support expenditures to
the Instruction Program, while UC allocated a
proportionate share to the Instruction, Organized
Research, and Public Service Programs.

3. The University of California was the only segment
that prorated expenditures assigned to Instruction to
those sub-programs of Instruction other than General
Academic (1.e., Special Session, Extension (For
Credit)).

With respect to the proration of General Academic
Instruction expenditures among the different student
(1nstructional) levels, UC allocated the sub-program
General Academic by Level of Student, while the CSUC made
allocations by Level of Imstruction.

With respect to reported segmental output and activity
measures, the two four-year segments reported output and
activity measures in terms of Weekly Student Contact Hours
(WSCH), Student Credit Hours (SsCH), and Full-Time
Equavalent Students (FIE), while the CCC used WSCH and
Average Da1ly Attendance (ADA) as measures.

Conclusions

A,

The date for the annnal 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
preparation.

In future reports, a uniform basis for unit-cost analyses
among the segments will necessitate the following changes
1o the reporting of segmental expenditures:

1, Expenditures and measures of instructional output and
activities need to be reported in terms of both the
Level of Student and Level of Instruction.

2. Agreement needs to be reached respecting the
assignment of activity expenditures to programs 1in
the NCHEMS Program Classification Structure.

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



Agreement needs to be reached 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
definition of a FTE student.

Agreement needs to be reached with respect to the
method for prorating the costs of General Academic
Instruction, Occupational/Vocational Instruction,
Special Session Instruction, and Extension (For
Credit) to Level of Student and Level of Instruction.

Agreement needs to be reached with respect to a
common 1nterim procedure for the assignment of
faculty and support personnel expenditures within the
Program Classification Structure until the NCHEMS
project on Faculty Actaivity Analysis 1s completed.

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

Agreement needs to be reached on a more comparable
method for the reporting of funding sources.
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APPENDIX R

FINDINGS AND RECOMMENDATIONS
OF THE 1973 CCHE COST STUDY

The more important findings are listed below along with certain
procedural and definitional changes needed to be resolved in the
reporting of segmental expenditures for future reports. These
changes will be resolved with advice from the Council staff's Ad Hoc
Committee on Costs of Instruction.

Findings

A. With respect to segmental reporting procedures.

1.

The University of California and the California State
University and Colleges report current operating
expenditures within the format of the Program
Classification Structure developed by NCHEMS. The
Californiz Community Colleges report expenditures
within a object classification structure presented 1n
the Califormia School Accounting Manual, which 1s
also used by the public elementary and secondary
schoole.

The four-year segments do not report like activities
within like cost centers. The variations 1n
expenditure assigoments within the Program
Classification Structure are noted below:

a. The University recharges directly the cost of
certain support program activities to recipient
cost centers, while the California State
University and Colleges does not.

b. Certain discrete and like-named activities are
agsigned to different programs or sub-programs
within each segment. That i1s, 1instead of
reporting the expenditure of an activity under
one sub-program, i1t is distributed over several
programs and sub-programs for that segment.

c. Definitions of eactivities are not the same
between the segments.

d. Expenditures related to certain activities,
although reported i1n the Governor's Budget, are
not included within any of the three primary or
four support programs for a segment.
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3. 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 allocation of support costs to the
Primary programs:

1. The University of California uses the recursive
allocation technique, while the California State
University and Colleges and the California Community
Colleges use the direct allocation procedure.

2. Once allocations have been made, the Instruction
program at the University of California accounts for
approximately &40 perceat of General Campus
expenditures from all fund sources, while the other
two segments report over 95 percent of their
expenditures charged in this manner.

With respect to the proration of General Academic
Instruction expenditures among the different Student
(Instructional) levels, the University allocated the sub-
program General Academic by both Level of Student and
Level of Instruction, while the California State
University and Colleges made allocations by Level of
Instruction only. The University used the allocation
parameter of faculty and teaching assistants contact to
allocate costs to the different levels, whereas the
California State University and Colleges' allocation
technique 1s based upon the production of Student Credit
Hours by Level of Instruction. Both segments use a darect
allocation technique.

With respect to reported segmental ocutput and activity
measures, the two four-year segments reported output and
activity measures in terms of Weekly Student Contact Hours
(WSCH), Student Credit Hours (SCH), and Full-Time~
Equivalent Students (FTE}, while the California Community
Colleges used WSCH and Average Daily Attendance (ADA) as
measures. Further:

1. The methods used by the segments 1n accumulating
Weekly Student Contact Hours are i1nconsistent

2. The methods used by the segments in accumulating
Student Contact Hours at the Graduate level are
inconsistent.



Implications for Future Report

A,

The date for the annual Council report to the Legislature
should be changed from June 30 to November 1 in order to
match the purpcses of SCR 105 with the activities and
information needs required for segmental budgetary
preparation.

In future reports, a uniform basis for unit-cost analyses
among the segments will necessitate the following changes
in the reporting of segmental expenditures.

1.

Expenditures 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 in respect to the
assignment activity expenditures to programs 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
programs.

Agreement needs to be reached 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
definition of a Full-Time-Equivalent student and also
the methods used 1n accumulating Student Credit Hours
and Weekly Student Contact Hours.

Agreement needs tc be reached with respect to the
method for prorating the costs of General Academic
Instruction, Occupational/Vocational Instruction,
Special Session Instruction, and Extension (For
Credit) to the Levels of Student and Levels of
Instruction.

Agreement needs to be reached with respect to a
common 1interim procedure for the assignment of
faculty and support personnel expenditures within the
Program Classification Structure until the NCHEMS
project on Faculty Actavity Analysis 1s completed.
Unti}l this project 1s completed, however, the
University of California in future reports, as the
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California State University and Colleges has done for
this report, should take 1into <consideration
variations 1n average slaries of faculty when
allocating expenditures to the different Levels of
Instruction and Student.

8. In future reports, the segments should include within
propesed expenditures any adjustments in salaries
that are proposed or contemplated so that the unit-
cost computations are net understated by these
amounts

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

1G. Agreement needs to be reached on a more comparable
method for the reporting of funding sources.

The third annual report under SCR 105 (February 1974) indicated
considerable progress had been made by the UC and CSUC systems 1n
implementing the format of the Program Classification Structure
developed by NCHEMS. However, the Community Colleges continued 1ts
old accounting structure which was not comparable. The
Recommendations for Future Reports noted that the studies had gone as
far as possible 1n determining costs of instruction due to
limitations imposed by data currently available. It set forth
several recommendations to the Commission should 1t decide to
continue the series. (See attached Section V, Recommendations for
Future Reports).
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APPENDIX C

FINDINGS AND RECOMMENDATIONS OF
THE 1974 CCHE COST STUDY

The future of these series of annual reports will, of course, be
determined by the Postsecondary Education Commission, which wall
assume the Council's functions and operations om April 1, 1974.

Within the limitation imposed by data currently available, the

current report has probably gone as far as possible in determing
comparable costs of instruction among the three public segments of
California higher education.

If more complete comparability i1s to be achieved, refinement of the
current reporting system will be necessary and will require total
commitment by the segments~-a commitment that can only be achieved 1f
they are assured that the resulting study will be of benefit in their
budgetary deliberations. This commitment will be particularly
difficult, since the timing of this report and segmental development
of budgetary proposals to the Department of Finance coincide. To
date, this report has been given lower pricrity by the segments.
Anocther obstacle to segmental commitment arises from some
duplication of effort by the Department of Finance in its Higher
Education Budget Project, which 1s directed toward a budgetary
procedure for the acquisition of support funds, and by the Couacil,
through this series of reports. The new Commission should reconcile
these projects.

As indicated earlier in the report, if the Commission decides to
stress segmental commitment toward this project, it will benefit not
only the budgetary process, but also the Commission 1n 1its
responsibilities for program review--particularly when costs can be
determined for subject fields and/or student majors

Some of the major areas of conern that inhibait expenditure
comparability among the segments were noted in Section II and are
repeated here for emphasis.

1. The accounting and budgetary systems currently used by the
three segments do not provide data that lend themselves to
comparability. It is hoped that in future reports
comarability will be improved as the segments begin to
assign similar activities to the same programs.

2. Segmental procedures in the dastribution of Support
Program activities to the Primary Programs are presently
not comparable, as was noted in Section II It will be
difficult to achieve comparable allocation techniques



until the segments assign activities to the Program
Classification Structure 1n a similar manner.

3. The techniques used for the allocation of Instruction
expenditures to the Levels of Instruction and Levels of
Student are not comparable. The University uses the
allocation parameter of Weekly Student Contact Hours,
while the Stete University and Colleges uses Student
Credit Units. Council staff favors the use of Weekly
S5tudent Contact Hours, because this measure more closely
represents the amount of service rendered by an
institution and does not depend upon successful completion
of the activaity

4, One of the greatest cobstacles to achieving comparabality
18 the present lack of an adequate method for assigning
salary costs of faculty and support personnel teo the
activities 1n which they are engaged.

In general, the segments have assigned faculty salary costs to
activities on the basis of faculty contracts or of how faculty are
budgeted. Faculty contract statements, budget line items, and
similar official records do not always indicate adequately the
specific activities in which a given faculty member engages for a
particular semester, quarter, or summer session. More specifically,
these records do not always give value or degree estimates of the
division of effort among the activities. Commission should consider
the sponsorhip of a faculty activity analysis by the segments.
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. PROJECT OF THE STATE HIGHER EDUCATION EXzCUTY
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—
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F|

’ SHEEQ/NCES COMMUNICATION PROJECT
JANE N RYLAND ‘ 5 I I E E u > (303) 449- 4955

PROJECT DIRECTOR 737 29TH ST BOULDER COLORADQ 80303

MEMORANDUM March 11, 1930

TO: SHEEOQ/NCES Comr\unicatlcn Network Representattves

SUBJECT: Request far Inform/a\tio‘j on Cost of Instruction

FROM: Jane N. Ryland

The Stzte of California is mtgc‘:?(ed in the extent te which szch state davelops and
utilizes information on the cost of instruction. If you have existing information which
would provide enlightment on the following, it would be helpfui if you could provide 1t
to the Network Office. Existing information s material already developed and
available, in order to avoid imposing a burden on you 1n 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.

2} If so, existing informaticn which indicates how often the data is prepared.

3) Existing information which indicates if the data are differentiated by level
of student and/or level of instruction.

4) Existing information which indicates 1f the data are differentiated by
discipline and/or program.

5) Existmg infarmation which indicates if the data are employed in:

3. budget analysis and review

b. program review

c. faculty staffing formulae

d. tuitian and fees datermination

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 nave to the Network Oifica
by Maren 30, 1980. Al resoonses wili be compiled and a summary report will pe
provided to respondents. Thank you vely much far your cocperation .n providing any
such informat.an.

=
MNSORED BY THE NATIONAL CENTER FOR EDUCATION SYATIST
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APPENDIX F

A SUMMARY OF ACCOUNTING DIFFERENCES BETWEEN THE
UNIVERSITY OF CALIFORNIA AND THE CALIFORNIA STATE
UNIVERSITY AND COLLEGES



Appendix F

A Summary of Accounting Differences Between the

University of Californta and the
California State University and Colleoces

(PROGRAM CLASSIFICATION SYSTEM FOR THE PURPOSES OF STATE BUDGETING)

Program
Classification

Instruction
Regquiar
Health Sciences
Summer {Special)
Session
Extensiaon
Research

PubTic Service

Academc Support

Teaching Hospitals

Student Services

Institutional Support

Seoment

{uc/csuc)

Both

Uc Oniy
Both

Both

Both

8oth

Bath

UC Only

Both

Bath

F-1

Funded Activities

A11 personnel and supplies 1nvolved 1n
formal imstruction- faculty, teaching
assistants, nstructional and support staff,
classroom and laboratory suppiies,
instructional eguipment.

Spec1fic projects or organized umits
concerned nrimarily with basic research.

Applied proarams outside the reqular
curriculum which are desianed for the
qeneral public

Libraries, audic-visual services, computina
supoort, and ancillary support (clintcs,
bureaus, centers, and 1nstitutas)

Health services within the five hospitals
owned by UC.

Offices of admrssions and records, cultural
and social activittes, counselina and career
auidance, financial aid admimstration (CSUC),
student health services, supplemental
educational and learning services

Executive management, fiscal gperations.
general admnistrative services, loaistical
services, community relations opveration and
maintenance of oiant (CSUC)



University of Califarmia and the
California State University and Colleaes

(PROGRAM CLASSIFICATION SYSTEM FOR THE PURPOSES OF STATE BUDGETING)

Contnued
Program Seament
Classification fuc/csuc) Funded Activittes
Operation and uc Onlyl Ut11ities and refuse disposal, custodral
Maintenance of and grounds mintenance, structural and
Plant equioment maintenance, plant admtmstration
and fire departments
Student Financial Aid Uc Only2 Financial atd supported by the student
Educational Fee
Auxiliary Enterprises UC Only Nonfnstructionai services provided primarily
to students 1n return for specific charges
{housing, parking, 1nter-collegirate athletics,
food services, etc )
Independent Operations  CSUC Only ATl activities that benefit students, faculty

and independent agencfes, but not directly
related to educational objectives, (coileoe
union, credit unions, bookstores, food services,
foundations, etc )

Provisions for

Allocation uc Only Temporary accounts for lumo sum appropriations
which ultimately ao+ (1) from systemwide
accounts to the campuses, (2) from campus
accounts to overating programs (salary mer1t
increases and promotions, reclassifications,
price increases, employee benefits, endowment
income, budaetary savines, ete )

Extramural Programs UC Only Primarily research projects under contract.
Sponsored and Other
Restricted Activities

Energy Research and
Development Uc Only Activities within the U S. Energy Laboratories

1The CSUC includes this under “Instituttonal Support "

2The CSUC 1ncludes this under “Student Services "

IThese totals inciude reductions mandated in Sections 27 1 and 27 2 of the 1578-79
Budget Act. These reductiens are $15,430,000 for the University of California, and
$14,050,000 for the Califormia State University and Cotleaes.

SOURCE  Gavernor's Budoet for 1979-80 (Sacramento, 1978).



APPENDIX G

AN OVERVIEW OF THE NCHEMS PROGRAM
CLASSIFICATION STRUCTURE



Introduction

In January 1972, the Nauonal Center for Higher Education Management
Systems (NCHEMS) published the first ediuon of the Program Class:-
Jieation Structure * It represented the culmination of more than two years
of effort in which representatives of all sectors of higher education worked
to develop 2 programmartc framework for looking at higher-education
acuvities The first edition of the Program Classification Structure (PCS)
was something of a landmark i higher educaton planning and manage

ment, i that it served as both a common language and as a starting paint
for “program-oriented™ planming and management Program oriented
planning and management focuses attention on the objectives being served
In carrying out an activity or expending resources (By contrast, orgam

zanon-umt based planning focuses on the unit itself rather than the pur-
poses for which the umt operates ) Such an objective-based planning and
management focus 1s particularly important in postsecondary education

where insuitunions exist to attain objectives related to instruction, research

and public service Therefore, postsecondary education has made
increased use of such techmques as program planning, program budget

ing, and program evaluation Since its introducuon, the PCS has been
either adopted directly or adapted for specific purposes by hundreds of
higher-education insaitutions, bv many state-level planning agenaies by
most federal level educanonal-planning a\genmes. and by institutions 1n
several foreign countnes

*Warren W Gulko Pregram Classifieation Structure NCHEMS Technical Report 27
(Boulder Colo Western Interstate Commussion for Higher Education 1972)



WHAT IS THE PCS?

The Program Classiftication Structure 1s a set of categories and related defi-
muons which allows its users to examine the operations of a postsecondary
education tnstitusion as they relate to the accomplishment of tha: insu-
tution s abjecuves Specifically, the PCS 1s a logical framework for arraying
informatton n a hierarchical disaggregarion of programs, 1n which a “pro-
gram 1s defined as an aggregauon of activites serving a common set of
objectives The PCS suggests that nine major programs are carried out by
postsecondary-education institunions in pursuit of their objectives (see
figure 1)

1.0 Instruction

2.0 Research

3.0 Public Service

4.0 Academic Support

5.0 Student Services

6.0 Insututional Administranon
7.0 Physical Plant Operations
8.0 Student Financial Support
9.0 Independent Operauons

The information that may be commumcated through the use of the PCS
format tncludes informaten about the orgamzauon's personnel, facilines
acuvinies, and so forth The assignment of activities to the varous care
gones within the PCS should be based on either the primary mtent or the
actual tntent of the program element The first edition of the PCS stipu-
lated that the assignment of activities and resources to categonies should be
made on the basis of * prnimary intent (1 e the basic purpose or pnimary
reason for carrying out the actvity) This criterion suggests thar if an
acuvity supports multiple objectives, the primary objectuive should be 1den
ufied and the acuwvity classified accordingly However, a more exact pro
gram classification procedure would use the critenon of ‘actual mrent
This criterion requires that when muluple objectives are supported by the
same acuvtty the classification procedure should allocate the activity
appropriately among all of the actual objecuves served by the activity The
second edition of the Program Classification Structure recognizes either
criterion as appropriate for the classification of acuvines and resources I[n
one sense the use of * actual intent represents a more refined and concise
picture of the programmatic uuhzauon of resources but either criterion
will result in program mformation

The lowest level at which activities and resources are classified in this
edition of the PCS 1s bv type of actzzety This 1s a departure from the first
edition 1n which the classificanion scheme was disaggregated in the follow
Ing manner



Programs
Subprllngrams
Program ihtegona
Program Stibca tegories
Prugranli Sectors
l

Program Elements

In the second edition, however, only three levels of disaggregation are
provided

Programs
l
Subprograms
l
Types of Activity

In this revised scheme, the subprogram is the lowest level of disaggre
gauon that shows how the actvities are related to objectives The “type of-
acuvity category, while serving as a further disaggregation of infor
mation, represents a somewhat different dimension of information within
the PCS and 1s not necessarily unique to a particular subprogram One
type of activity, in fact, may be carried out within more than one subpro-
gram “Retail services and concessions, * for example, may be conducted
both for the faculty and staff (thereby contnbuung to the objectives of che
Insuitutional Administration program) and for the students (therebv con
tnbuning to the Student Services program)

WHAT IS THE ROLE OF THE PCS IN
PLANNING AND MANAGEMENT?

The Program Classification Structure has been designed to allow 1ts users
to relate information abourt resources and activities to the achievement of
institetronal objectives This 18 accomplished by classifying information
within a set of PCS categories that have been designed to reflect the kinds

of programs that postsecondary institutions carry out to accomphsh their
objecuves



The role of the PCS in planning and management thus 1s similar to the
role of programmatic informatien 1n postsecondary education The PCS 18
intended to serve as

* a framework for the analysis of different types of data

* astarung point for programmatic planmng and management

* a common language and framework for describing acuvities in
postsecondary education

Framework for Data Analysis: Most data formats are data specific in
that they are designed to serve the unique characternsties of one particular
type of informanion (for exampie, personnel data financial daca), there-
fore they have limited utihty for analyses that require the integration of
several different kinds of data The PCS helps 1o overcome this hmitation
In a cost analysis, for example, informanon about people, finances, facili-
nes, ume, and so forth, must be integrated, bur these data cannot be
linked unless there 15 a single data framework that accommodates all of
them By focusing on programs, the PCS provides the analyst with a for-
mat for conducung such an analysis

The role the PCS plays in analysis 1s as follows

Operational Crossover Program-orienced
Daca — Mapping —p | Darta Structures
Structures Procedures (PCS)
—Dara Collecion— —Analytical Procedures— —Data Analysis—

This diagram points out that by defimtion analvtical data and op-
erauonal data are different Operauonal data are collected on an ongoing
basis for the insutunon’s operations (such as the accounung system or a
student-data system) and are usually classified 1n categones that relate
directly to orgamizational units within the insutution Analytical data (of
which program-oriented data represent one kind) usuaily are obtained
after certain analvucal procedures (such as crosscver or mapping pro-
cedures) are performed on the operauonal data For example, a faculty-
actvity analysis can be used to further explain the objectives served by the
tesources used 1n various academic departments, thereby resulting 1n ana-
lytically denived program data While the PCS often 15 used to display
operauonal data 1t should be viewed primarily as a formar for the displav
of program data that are obtained through the use of analvucal
procedures

Starang Point for Program Planning The programmatic focus built
into the PCS also has made 1t an important startng point (or prototypical
model) for program planmng, program budgeung. and other tvpes of
objective-oriented planning and management in posisecondary educatton
Use of the PCS encourages one to look at insticutional objectives and to
consider how one goes about combining resources to attain those objec
tives —something that 18 especially important in a postsecondary-education



enterprise characterized by limmted resources Information formatted
around the kinds of programs the instutution 1s carrying out might encour-
age the user 10 look at several aspects of those programs -- 1ts organization,
its performance, 1ts growth or decline, and s future prospects Further-
more, since programs often cut across organizational lines, for example
the process of classifying an institution s operanonal records in the PCS
format usuallv requires some sort of program analvsis This process,
generally referred to as the "crossover process,” often results in as much
valuable informartion as does the subsequent analysis of the data

Common Language and Framework. Closely related to the program-
matic nature of the PCS 1s the fact that 1t provides a common language
and a comprehensive and compatible framework for pestsecondary edu
cation Since the PCS focuses on programs (which are, 1n turn, related to
objectves), 1t can be used as a framework for data from multiple insu
tutions regardless of differences n their orgamizational structures The de-
tailed defimuons associated with each category also make 1t a useful tool
for ensuring the more companble collection of information Therefore the
£CS 15 often used in the collection of data from multiple 1nstitutions as well
as in comparisons of data across institutional boundarnes

WHY WAS THE PCS REVISED?

It 1s safe to say that the first edition of the PCS and the structure 1t de-
scribed reflected the realities of planming and management 1n 1972 While
the onginal PCS was a good approximaton of a programmatic frame-
work 1t was not a conceptuallv consistent program structure since Its
developers were forced to make certain compromises n the nterests of
feastbility  acceptability and the state of-the-art in higher-education
planning and management at that itme However, that state-of the-art has
improved and both the level of acceptablity and the understanding of
program-oriented planning and management have changed significantly
since 1972 Therefore 1t1s important that the PCS reflect those changes 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 subpro-
grams The original subprograms used a vanety of different classification
criteria, ranging from differences in the subject matter” to differences in
“when the courses are offered’ and differences in the 'orgamzational unit’
responsible for the courses In the second edition, only two critera (de
gree nondegree and broad subject areas) are used in defining subpro-
grams within Instrucuon

A second equally important rationale for revising the PCS 1s that the
higher-education enterprise also has changed markedly i the past five
vears Planners and managers todav deal with educational programs i the
broad context of postsecondary education, one that goes well bevond the
more limited 1dea of ' collegate * higher education Therefore, the second
edition of the PCS has been designed to accommodate rthese broader needs
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by including more detailed categories for nondegree mstructional offer-
ngs, by outhning a set of categones for different kinds of instructional de
lvery mechamisms, and by recogmzing such activities as the sales
operauons of proprietary schools

A third change n the PCS was made because the mululeveled structure
n the first edition was found to be too detailed for the actual collecuon
and use of data Therefore, the structure recommended 1n the second
edition includes only two levels of disaggregatuon (program and subpro-
gram) with “types-of-activity” categories provided if addwional detail 1s
needed

Finally, while the concepr of "primary intent” has always served as a use-
ful guide 1n the classification of actvities and resources 1n the PCS, manv
users felt that the precision afforded them by using “actual mntent * should
also be available as a classification rule Therefore, the second edition
allows either pnmary intent or actual intent to serve as the classification
guideline

As was the case 1n the development of the first edition of the PCS, an ex-
tensive effort invelving persons throughout postsecondary education was
carned out to determine what revisions were needed and how they could
best be implemented In many ways, the effort to revise the PCS has
formally involved even more orgamizations than took part 1n the develop-
ment of the origmal PCS The Association of American Medical Colleges,
for example, worked with the NCHEMS staff for more than a year 10
develop definitions and categories for medical-care activities The
Coalition of Aduit Education Organmizations (a coalinon representung 15
different adult/ conunuing education associations) appointed a task force
that spent almost a year expanding the classification scherne within the In-
Struction program to serve adult/continuing education needs Input from
such organizations as the Amencan Association of College Regstrars and
Admussions Officers, the Association for Educational Communications and
Technology, and the Natonal Collegiate Athietic Association was solicited
and used extensively 1n developtng the revised PCS categones and defi-
mnons A discussion of the changes that have been tncorporated into the
second edition of the PCS 15 included as appendix E

While the revised PCS 15 essenuially the same framework as the one set
forth in the oniginal, 1t 15 hoped that the revised structure, the additional
categonies, and the more detailed defimitions will better serve today's edu-
cational planners and managers It s recognized that postsecondary edu-
caton will continue to evolve as will the state-of-the-art 1n educational
planning and management This edition of the Program Classification
Structure reflects an artempt to Incorporate the changed nature of the
postsecondary-education entity, the exisung state-of-the art m educational
planming and management, and the atutudes and needs of the prac-
utioners, 1n 1978 and for the foresceable future





