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The problem of this study was to develop a model for 

the administration of auxiliary enterprises in Texas higher 

education as a cooperative effort of administrators and 

input from other sources. The purposes were to determine 

which administrators currently have the responsibility for 

the management of auxiliary services, to evaluate the 

correlation between the type of administrator and the 

concern for fiscal and student needs, to identify problems 

and opportunities for useful administration, and to develop 

a model integrating the strengths of each administrator and 

the implementation of new ideas to improve auxiliary 

enterprise management. 

A survey instrument consisting of three types of 

questions was mailed to both Vice Presidents of Fiscal 

Affairs and Student Affairs at all 26 four-year public 

institutions in Texas. Part I questions were informational, 

designed to determine who administers auxiliary services. 

Part II consisted of 20 questions on a Likert scale to 

obtain both opinions on the theories of the research, and 



specialized knowledge of the administrators. Part III was 

free response to solicit ideas from the administrators for 

the construction of the model. 

Paired t-tests were performed to determine knowledge 

strengths of the administrators. All other information was 

presented in frequency tables or narrative summaries. 

Major findings were that auxiliaries in Texas are 

administered primarily by fiscal or student services 

officers; a small percentage by others or by contract 

services. Fiscal officers rated themselves significantly 

higher on financial matters; student services administrators 

rated equally on fiscal and student needs questions. 

Respondents agreed that fiscal matters, community 

relations and privatization are problems, while strategic 

management, entrepreneurship and Total Quality Management 

are possible solutions. Cooperative efforts were supported 

by the respondents and the literature, resulting in a model 

developing integrated use of knowledge, skills and 

information. 

Major conclusions were that administrators should use 

all resources available for effective management. The model 

presented proposes management that meets student needs, 

while also considering the fiscal responsibilities to the 

institution. 
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CHAPTER I 

INTRODUCTION 

Background of the Study 

Hard times have come to higher education, and 

administrators are searching for ways to continue and 

improve educational quality during periods of economic 

uncertainty. Recent headlines in The Chronicle of Higher 

Education are depressing: 

California Colleges Brace for Big Cuts in State 
Financing 

June 17, 1992 

Drop in State Support Leaves Ohio Colleges Wondering 
How Much Further They Can Fall 

September 9, 1992 

Recession's Assault on U.S. Colleges Ranges From 
Minor Pains to Gutted Departments 

September 16, 1992 

Louisiana Colleges Face a 7.3% Cut in State 
Spending 

October 7, 1992 

An Illinois study (Jaschik, 1991b) of state 

appropriations showed the first drop in funding in the 33 

years of the study. Aimes McGinnis (1992), Director of 

Higher Education Policy Studies at the Education Commission 
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of the States, cites sluggish economic growth, aging 

population, escalation of health care costs and social 

services, federal mandates, court mandates, demands related 

to reform and school finances and taxpayer resistance as the 

culprits. He goes on to explain that 30% of higher 

education's support comes from state appropriations, that 

higher education gets the largest share of state 

discretionary budgets and that the public perceives higher 

education as having a hidden source of revenue to deal with 

funding shortfalls. When Lace (1987) surveyed members of 

the Texas news media, he found their opinion was that Texas 

colleges and universities are inefficient in their use of 

public funds. 

As a result, higher education has had to tighten its 

belt and make do with less. The American Association of 

State Colleges and Universities' (AASCU, 1992) President 

James Appleberry quotes a recent report showing public 

higher education has lost over the past two years $3.1 

billion in purchasing power, $1.2 billion in actual budget 

cuts and reductions in appropriations, and $1.9 billion in 

failure of state appropriations to keep up with inflation. 

In 1991-92, nearly 60% of all institutions were forced 

to impose mid-year cuts in their operating budgets (Campus 

Trends. 1992). In Ohio, 54% of the governor's latest cuts 

came from higher education (Mercer, 1992); while California 

faced 17-33% cuts for 1992-93 (Abdelnour, 1992), the worst 
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since the 1930's. Massachusetts suffered the deepest cuts 

in the country with a loss of 41% of its higher education 

budget since 1988 (Clayton, 1992). 

Texas higher education is in a similarly uncertain 

fiscal position. In addition to the problems Mr. McGinnis 

described, the oil bust in the mid-1980•s and court mandates 

for public education, prisons and mental health left the 

state facing a possible $5 billion deficit when the 

legislature convened in January 1993. Adjusted for 

inflation and growth, support has increased over the last 

eight years 127% for prisons, 101% for mental health, but 

only 1% for higher education (Rapoport, 1992). On July 31, 

1992, Texas Governor Ann Richards, Lieutenant Governor Bob 

Bullock, and Speaker of the House Gib Lewis sent the message 

to agencies and universities that they should plan "to get 

by with less money than they are spending today." (Mills, 

October 2, 1992, p. 1). 

As a result of these financial woes, universities are 

looking for other sources of revenue. The temporary 

solution at most schools has been to increase tuition and 

fees, leaving parents and students frustrated, and perhaps 

reducing access to minorities and low-income students. Even 

though Texas tuition rates are next to the lowest among the 

10 most populous states, they have still increased eight-

fold since 1984. ("Texas School," 1992). Other revenue 

enhancements include institutional development programs to 
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encourage private gifts and contributions and research funds 

sought from private industry. Consequently, public 

universities are changing from being state-supported to more 

accurately state-assisted institutions. 

A relatively untapped source of income at many 

institutions has been the institution's auxiliary 

enterprises, which include the bookstore, student union, 

housing, food services, and intercollegiate athletics, among 

others (Tellefsen, 1990). According to NACUBO (1982), 

auxiliary enterprises are among the 3 classifications of 

support or service activities that also includes organized 

educational activities (lab schools, dental clinics) and 

service departments (motor pools, computer centers). 

Although these services present a potential source of 

revenue, that is not always how they are utilized. Hyatt, 

Shulman and Santiago (1984) recognized that during periods 

of retrenchment, it is often support services that 

experience the first reductions. However, unrestricted 

funds such as auxiliary services provide the maximum 

flexibility for university administrators during times of 

uncertainty and reallocation. (Mathews, 1990). 

Auxiliaries may not always be fully appreciated as a 

funding source. Although they operate basically on a non-

profit basis as a service to students, they often can be 

profitable for the university. In 1989-90, throughout the 

nation, auxiliary enterprises brought in $8.47 billion in 
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revenue for public institutions and, not considering 

depreciation, $190 million in net profits (Chronicle of 

Higher Education. 1992, August 26). In Texas, auxiliary 

revenue fund balances in 1988-89 totaled $518 million 

(Alwin, 1991). The 1991-92 net revenue at the 37 Texas 

public institutions totaled $24,817,461; however, excluding 

student services, there was a $51,732,439 net loss and only 

three universities had self-supporting auxiliary 

enterprises. The benefits could perhaps be more substantial 

through enhanced administrative efforts. 

Traditionally, financial matters were left to the 

exclusive domain of the chief fiscal officer, in 

consultation with the university president, chancellor 

and/or board (Vandament, 1989). Today, however, revenue 

problems affect the entire university to a greater degree, 

and administrators are encouraged to work together toward 

the common good. A Carnegie Foundation report (Boyer, 1990, 

p. 1) stressed the concern that institutions are 

experiencing a "loss of community" and that campuses are 

administratively and socially "so divided that common 

purposes are blurred, or lost altogether." An institution 

will achieve effective financial management "only when there 

is a collective awareness of the roles that individuals play 

in its financial health." (Vandament, 1989, p. 3). 

The fiscal officer, therefore, cannot always be the 

most knowledgeable in every area of management relating to 
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auxiliary services. In some cases, such services are 

administered by the student personnel services officer 

because of the many issues relating to auxiliary enterprises 

that do not involve fiscal matters. 

Consider these additional headlines from The Chronicle 

that are not entirely financial: 

Fatal Stampede at New York's City College Prompts 
Other Institutions to Review Campus-Use Policies 

January 15, 1992 

New Federal Regulations on Rights of the Handicapped 
May Force Colleges to Provide Better Access to 
Technology 

January 29, 1992 

Helping to Manage Diversity in the Work Force 

September 30, 1992 

Students Win $3 Million in Arson-Case Settlement 

October 14, 1992 

It is obvious that administration in public universities has 

grown quite complex. As Dr. Kenneth Ashworth (1991), 

Commissioner of the Texas Higher Education Coordinating 

Board put it: "Administration is not the fun it used to be. 

[It] demands more vision, more innovative approaches, and 

more imaginative solutions to intractable problems." 

Recently, in a doctoral class in higher education 

administration, a rather heated discussion developed between 

two university directors—one from the fiscal division, one 

from student services—about auxiliary services. The fiscal 



7 

administrator contended that when student affairs personnel 

manage dormitories, meal services, etc., the service is 

rarely profitable because too much is spent on trying to 

meet the students' every desire. The student services 

director countered that fiscal officers only consider the 

bottom line and not the real purposes of the institution— 

students and education. 

It was that conversation which inspired this research. 

In almost every instance, of course, fiscal officers are 

concerned with student needs and student affairs officers 

are fiscally responsible. However, each possesses special 

skills and knowledge that can be useful for the management 

of auxiliary enterprises. There should be a way that 

administrators can work together to meet student's needs, 

support the educational mission and enhance the fiscal 

stability of the institution. Phillip G. McCormack 

(Jacobson, 1992b), a public school superintendent, explained 

the situation well when he described the need for 

collaboration between public schools and colleges: "The 

good news is that education is a team sport. The bad news 

is we haven't all realized that we're on the same team." A 

similar situation applies to the administration of auxiliary 

enterprises in public universities. 
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Statement of the Problem 

The problem addressed in this study was the development 

of a model for the administration of auxiliary enterprises 

in Texas higher education that incorporates a cooperative 

effort of administrators and input from other sources. 

Purposes of the Study 

The four primary purposes of the research study were: 

1. To determine which administrators currently have 

responsibility for the management of auxiliary 

enterprises. 

2. To ascertain the correlation between the type of 

administrator and the degree of concern for fiscal 

responsibility and student needs. 

3. To identify problems and opportunities that should 

be considered to improve administration. 

4. To develop a model that can be useful in the 

management of auxiliary services through integrated 

efforts. 

Research Questions 

Within the context of a study of auxiliary enterprise 

administrators in 4-year public institutions in the state of 
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Texas, the research study answered the following research 

questions related to the purposes stated above: 

Purpose # 1: 

1. What percentage of auxiliary enterprises are 

administered by the fiscal officer? 

2. What percentage by the student services officer? 

3. What percentage by other administrators? 

4. What percentage are contracted out to independent 

companies? 

Purpose # 2: 

1. Of those administered by fiscal officers, what is 

the degree of concern with fiscal responsibility 

and with student needs? 

2. Of student services officers, what is the degree of 

concern with fiscal responsibility and with student 

needs? 

3. In general, are fiscal officers more concerned with 

fiscal responsibility and student services officers 

more concerned with student needs, as would be 

expected? 

Purpose # 3: 

1. What problems have caused the most concern for 
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administrators in the management of auxiliary 

enterprises? 

2. What management skills used in the for-profit arena 

can be applied to the administration of student 

services? 

3. What special skills do fiscal officers possess for 

the administration of auxiliary enterprises? 

4. What special skills do student service officers 

possess? 

5. Are there others on campus and off campus who can 

contribute ideas for more effective administration? 

Purpose # 4: 

1. Which skills determined in purpose # 3 can be most 

useful for the administration of auxiliary 

services? 

2. Can a model be developed that would coordinate 

those skills into a cooperative effort? 

Significance of the Study 

The Texas Education Master Plan (1990) predicted that 

Texas must "dig deeper," with higher education enrollment up 

3 67% since 1960 and the Texas Equal Opportunity Plan goal to 

add 258,400 minority students by the year 2000. (West, 

1990) . Funding, however, is only one aspect of the Master 

Plan. The other principles and goals include quality, 
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access, diversity, management, and leadership. (Master 

Plan, 1990). 

The solutions to the funding problems, so far, have 

come at the expense of the other goals. Nationwide, tuition 

is being used to replace state revenue (Jaschik, 1992). It 

increased 13.6% in 1991, and a 9.8% increase was expected in 

1992. (AASCU, 1992). As C. Peter Magrath, president of the 

National Association of State Universities and Land-Grant 

Colleges (NASULGC) said: 

The current recession has led to a serious loss of 
state support for public colleges and universities. 
One of the disturbing results has been the rapidly 
escalating price tag for a college education. This 
handicaps access and limits opportunity for all who 
need—and deserve—a college education. 

(AASCU, 1992) 

Universities cannot continue to squeeze the students 

for more money. Inflation has already eroded family 

reserves, and incomes have not kept pace with college costs 

(Anderson and Massy, 1990). Other solutions have included 

eliminating programs, cutting faculty and staff, increasing 

faculty teaching loads, increasing class size, and capping 

enrollment. (AASCU, 1992). These solutions tend to be 

detrimental to quality and access issues. 

Instead, administrators are going to have to make and 

spend money more wisely. Finn (1988) identified higher 

education as "one of the few industries in America that is 

becoming less rather than more productive." Auxiliary 
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enterprises is one place where productivity is possible, 

while still providing a useful service to the campus 

community. This study was significant in that it provides a 

means to improve administration in this area. 

Developing a model that concentrates on both financial 

and social responsibility shows administrators sources of 

information for better management. It should also enable 

administrators to begin a process that can be applied to 

other areas of the campus, and to other types of 

institutions such as community colleges, private 

universities, and technical institutes. Finally, it should 

inspire further research into cooperative efforts. The 

business community often uses the term synergism to describe 

a situation where the separate parts cooperate to achieve a 

greater total effect than the sum of their individual 

efforts (Dressel, 1980). This study should inspire 

administrators to strive for that synergism during difficult 

times, and to continue it even if the economic situation 

improves. 

Delimitations and Assumptions 

The study was subject to the following delimitations: 

1. Only the opinions of the chief fiscal and student 

affairs officers in Texas public 4-year 

institutions were sought. All members of this 

population were surveyed via a mailed 
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questionnaire. The Carnegie Foundation (1975) 

categorized and discussed institutions separately 

because they are potentially quite diverse. Thus, 

the population of institutions chosen for this 

study was one that is somewhat homogeneous. Public 

institutions were selected because they have felt 

the brunt of the recession more than their private 

counterparts (Campus Trends, 1992). 

Generalizations of the results to other types of 

institutions or states, therefore, may be limited. 

Although athletics and financial aid are sometimes 

classified as auxiliary enterprises, they were 

excluded from this study due to their complexity 

and special problems relating to their operations. 

There are several areas often referred to as 

student services or support services, which are not 

classified as auxiliary enterprises because they do 

not usually generate income (advising, orientation, 

etc.). These were likewise not included in the 

research study. 

Rollin (1989) identified an important issue when he 

stated that a university's profitability cannot be 

measured. If the auxiliary enterprise was like a 

private business, it would be easy to analyze the 

"bottom line" of each service to determine which 

administrator demonstrated greater fiscal 
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responsibility. However, in universities there are 

many variables to be considered. For example, a 

bookstore might show a high profit, but not be 

selling textbooks and other items necessary for a 

proper education. A journalist knowledgeable about 

the subject (O'Rourke, 1991) said "in a 

bureaucracy, you can't measure output, so you have 

to measure input." For this study, the input will 

be limited to the opinions of the administrators 

themselves and other experts. 

4. The need to operate profitably in higher education 

is a current problem, which calls for modern 

solutions. The first sign in over a century that 

growth in higher education might be uncertain was 

reported in a Carnegie Study in 1975. An in-depth 

analysis of income and expenditure factors during 

the Great Depression in 1930-36 (Willey, 1977) did 

not even mention auxiliary enterprises as a 

consideration. Therefore, this study concentrated 

on the current opinions of administrators and 

recent writings (since 1980) to devise solutions 

applicable to a useful administrative model. 

Historical data were cited only when it supported 

the current school of thought. 

The basic assumptions of this study were as follows: 

1. Economic and social responsibility are important 
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considerations in college administration. 

2. The National Association of College and University 

Business Officers (NACUBO, 1982) identified 

auxiliary enterprises as essentially self-

supporting activities that sometimes receive a 

portion of student fees or other support. It is 

assumed, for the purposes of this study, that the 

enterprises are in a position to operate 

profitably, or at least be self-supporting and not 

a further drain on scarce resources. 

3. The respondents answered the questionnaire 

honestly, and based their answers upon their 

personal experiences and beliefs. 

Definition of Terms 

The following definitions should assist in the general 

understanding of this study, while more specific terms will 

be defined as used throughout the text of the paper: 

1. Administrator. for the purposes of this study, 

usually refers to a vice president. 

2. Auxiliary Enterprises furnish a service directly or 

indirectly to students, faculty, or staff and 

charges a fee related to, but not necessarily equal 

to, the cost of services. (NACUBO, 1982). 



CHAPTER II 

REVIEW OF THE LITERATURE 

The topic of auxiliary enterprises is not particularly 

popular in higher education writings. A search of several 

computer databases and publications (ERIC, BPI, Dissertation 

Abstracts, Higher Education Abstracts) since the mid 1980's 

revealed only 24 studies closely related to the subject of 

this work, with only eight of those dealing in any way with 

auxiliary enterprises. Most of the publications pertain, 

instead, to social and cultural aspects of support services, 

such as minority representation, handicapped access, child 

care and counseling. Table 1 summarizes the key topics of a 

representative sample of 248 books and articles selected by 

computer databases using the terms campus services, student 

services, campus businesses, auxiliary enterprises, 

ancillary, support services and student personnel services. 

There is no shortage, however, of writings on subjects 

that can be applied to the administration of auxiliary 

services. The review of related literature and research on 

this topic is therefore presented in four major parts: 

(1) models of administration and studies of auxiliary 

enterprises, (2) problems affecting auxiliary enterprises, 

(3) business ideas, and (4) higher education expertise. 

16 
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Table 1 

Summary of Database Topics 

Topic No. 

Fund i ng/Budgeting 31 

Planning/Strategic Management 22 

Non-traditional/Adult learners 18 

Disabilities 16 

Multicultural/Diversity/Minority Issues 13 

Attendance/Retention 13 

Health/AIDS 10 

Counseling 10 

Cost Effectiveness 8 

Auxiliaries 8 

Learning Centers 7 

Libraries 7 

Careers 6 

Leadership 6 

Enrollment 5 

Quality 5 

Transfer Students 4 

Business Partnerships 4 

Drug Abuse 4 

Other 48 
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Models of Administration and 

Studies of Auxiliary Enterprises 

The American Heritage Dictionary (1985) defined 

auxiliary as "giving assistance or support ... subsidiary 

... supplementary" and ancillary as "subordinate ... 

helping." Perhaps it is this perception of auxiliary 

services as something outside the institution that resulted 

in it being forgotten as a contributing factor to the 

educational experience. A few writers, however have 

developed ideas that could improve the status and 

administration of auxiliary enterprises in higher education. 

Several of these authors have recognized the need for 

cooperative management efforts in colleges and universities. 

When speaking about academic administrators, Selden (1988) 

said the "administrator is... expected to shine in managerial 

skills, organizational strategy, budget analysis, and human 

relations." It is unlikely that an administrator can be 

most effective in so many areas by working alone. 

Studies which focus on cooperation throughout the 

campus mostly concentrate on how faculty should work with 

administration for the common good of the institution. 

Seymour (1987) described the typical situation in which 

departments are segregated and faculty are more loyal to 

their discipline than to the institution. He went on to 

posit that administrators are "too busy maintaining the 

status quo to make innovative decisions and take aggressive 
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action." Young and Chugh (1984) encouraged inter-

institutional cooperation that would benefit everyone and 

result in more efficient operations. They proposed joint 

committee advisory boards and special task forces to 

identify possible areas of cooperation. 

The previously-mentioned Carnegie Report, Campus Life 

(Boyer, 1990) and the Western Interstate Commission for 

Higher Education (Jacobson, 1992a) both called for campus-

wide involvement. The Carnegie study explained how the 

institution should prepare students to work cooperatively 

for the betterment of society after college life. 

Administrative cooperation is necessary, according to that 

report, to best serve the students, with a focus on the 

quality of the campus experience. 

A 1989 survey of college and university presidents, 

included in Campus Life, revealed that 97% of them thought 

administrators should make a greater effort to strengthen 

common purposes and shared experiences. Actions they felt 

were most important to achieve such goals are as follows, 

with percentages of presidents listing each response in 

parentheses: 

1. Be visible and involved in campus events. (39) 

2. Be accessible to students, faculty and staff. (27) 

3. Act as a role model to communicate campus 

values and standards. (23) 
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4. Provide adequate facilities/staff for campus 

programs. (19) 

5. Advocate programs that improve campus life. (17) 

6. Listen to and stay familiar with student and 

faculty concerns. (17) 

7. Affirm institutional mission, objectives 

and values. (13) 

8. Provide strong leadership. (12) 

9. Support student services/affairs staff. (12) 

10. Cultivate a sense of community. (12) 

11. Enhance campus communication among 

students/facuity/staff/administrators. (11) 

12. Hire qualified and innovative staff to 

address these issues. (8) 

13. Support student government and/or other 

student organizations. (8) 

14. Acknowledge campus life quality as a priority. (7) 

15. Encourage, reward faculty-student interaction. (6) 

16. Enforce existing rules and regulations; 

discipline violators. (5) 

17. Set institutional goals and provide funds. (4) 

18. Encourage campus participation. (4) 

19. Be proactive in identifying and addressing 

campus concerns. (3) 

20. Ensure open discussion of campus issues. (2) 

21. Be open to divergent views. (2) 
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22. Be knowledgeable of campus services. (1) 

23. Be actively involved in faculty and staff 

hiring. (1) 

24. Other. (48) 

It is notable that only one percent chose "be knowledgeable 

of campus services," but that several of the actions relate 

indirectly to auxiliary enterprises. 

Some of the studies have proposed models that relate 

directly to the administrators of auxiliary enterprises. 

Tellefsen (1990) identified the fiscal officer as the 

primary administrator of auxiliary enterprises. He prepared 

a decision matrix, however, that included cooperative 

decision-making for auxiliaries involving the Board of 

Trustees, President, Advisory Committees, Chief Academic 

Officer, Chief Development Officer, Unit Directors, 

Cashiers, Department Heads and External Organizations. Most 

of the responsibility in this model is placed upon the Chief 

Fiscal officer with only input from the others. 

NACUBO (1982), as the foremost association for college 

business officers, likewise identified auxiliary enterprises 

as typically a function of fiscal officers. Nevertheless, 

they also acknowledge other organizational models that 

include management by student affairs officers or 

independent operations led by a director. 

In 1989, Huff categorized in his doctoral dissertation 

the administrators of certain auxiliary services, the 
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importance of the functions and the effectiveness in serving 

students. He surveyed leaders in instructional services, 

student services, and administrative services at certain 

community colleges. His results relating to the primary 

auxiliary enterprises is summarized in Table 2 and indicates 

that a variety of organizational structures are possible. 

Table 2 

Administration of Auxiliary Enterprises in 

Certain Community Colleges 

Administrator 

Auxiliary Instructional Student Services Fiscal 

Bookstore 6.4% 16.8% 76.8% 

Housing 0 97 3 

Food Services 3.3 41.3 55.4 

SOURCE: Huff, 1989. 

The accounting firm of Coopers and Lybrand (1992) 

recently conducted a study of models of organizational 

structure in higher education. Their survey of NACUBO 

members concluded that the typical (63%) organizational 

structure of four to seven Vice Presidents leads to 

functional responsibilities becoming diffuse. The more 

consolidated organizational models were rare, but served to 

facilitate consensus, implementation and efficient decision-
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making. The Coopers report determined that the institutions 

most responsive to economic uncertainty were determined by 

how influence was widely shared within the organization. 

The student affairs area seems to be more accepting of 

the idea that working together is beneficial. Writers in 

the field of student services appear to better understand 

that the total educational experience of the students is of 

primary importance, not just academic learning or fiscal 

matters. Student services workers do not just restrict 

themselves to the areas of their responsibility, but often 

try to help the students with academic and fiscal problems 

as well. 

Stephen Herman (1985) recommended "Student Services in 

Partnerships" both within and outside the college as a way 

to encourage cooperation and utilize the special talents and 

skills of student service professionals. Dickson (1991) 

supported that conclusion when he studied development of 

organizational structure in student services and asserted 

that the tendency to focus on managing service areas is "one 

great impediment to achieving developmental goals." His 

proposed model incorporated the different areas of the 

institution to meet the developmental needs of the student. 

It involved the academic areas, but did not include fiscal 

applications. Likewise, Deegan (1984) proposed a Hub-Spoke 

Model that integrated student affairs and academic affairs 
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to infuse "new ideas, new approaches and a new reason for 

being" into student services. 

Both D. G. Smith (1982) and Bricketto (1989) supported 

the position that academic and student service areas should 

work together, although they took opposing viewpoints. 

Smith contended that education is the reason for the 

existence of higher education institutions, and that student 

services should support those institutional goals. 

Bricketto, on the other hand, emphasized the development of 

the student as a productive citizen, and that faculty should 

become more involved in supporting the non-academic 

activities on campus. 

Keyser (1985a) and Nazzaro (1987) conducted independent 

survey research of student services officers that arrived at 

the same conclusion—that teamwork and integration was most 

evident in successful organizations. Later, the Williamson 

and Mamarchev (1990) study was one of the few studies that 

also considered financial implications. They concluded that 

student affairs should develop a "Unified Systems Approach" 

that addresses (1) long-range planning, (2) accountability, 

(3) evaluation, and (4) budgeting. 

Despite the fact that these authors have conducted 

extensive research supporting cooperative models, few deal 

with the financial importance, and even fewer with the 

application to auxiliary enterprises. Tellefsen's (1990) 

model supported such a conclusion, but it is unclear as to 
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why he decided that the fiscal officer should always be the 

chief administrator and seek only input from others. An 

effective way to determine if this is indeed the appropriate 

approach would be to gain a better understanding of the 

problems, opportunities and skills associated with auxiliary 

services. 

Problems Affecting Auxiliary Enterprises 

When literature in higher education was reviewed for 

problems that would affect the administration of auxiliary 

services, the primary categories that emerged were 

(1) fiscal matters (2) community relations and the 

unrelated business income tax, and (3) privatization and 

contract services. A thorough understanding of these issues 

is necessary for the proper development of an administrative 

model. 

Fiscal Matters 

Probably the most significant problem administrators 

must address in the management of auxiliary enterprises is a 

true understanding of the financial problems facing higher 

education. Fiscal responsibility does not become a priority 

until it is understood that poor management can no longer be 

subsidized. Higher education is a $125 billion dollar 

industry with a million employees (Klinger, 1992), but in 
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the past it has failed to employ the good business sense 

taught in its own classrooms. 

An examination of the current economic situation 

revealed numerous articles about the problems and the 

consequences for higher education. Dehne (1991) pointed out 

that some institutions choose to ignore the problems and 

instead "hunker down and wait for better days." Most 

writers did not predict a return to the "glory days" of the 

1960's and 1970's in the foreseeable future. Even if the 

situation should improve significantly, the public by then 

will have come to expect fiscal responsibility in all 

industries, and especially government agencies. The lessons 

learned during the current recession can forever improve 

college management. The literature about fiscal matters 

emphasized changing statistics about funding, revenue 

enhancements and cost savings, accountability and special 

problems facing Texas higher education. 

Funding for higher education is a growing concern. It 

is not just a Texas problem or a national problem, but a 

worldwide problem (Brons, 1990, Alewell, 1990). The 

literature is sometimes misleading. In some instances, 

allocations may be increased, but the percentage of increase 

is smaller and does not cover the current level of services 

when inflation and growth are considered. 

Just a few of the many statistics that typify the 

increasing severity of the problem are as follows: 
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1. Nearly 60% of all colleges and universities 

experienced cuts in their operating budgets in 

1991-92. (Campus Trends. 1992). 

2. Mid-year cuts were reported by public colleges in 

fiscal year 1992 in 22 states (Cage, 1992a) 

including reduction in budgets for that year of 73% 

in public two-year colleges, 61% in public four-

year colleges and 35% in independent institutions. 

("Colleges Facing", 1992). Again in 1993, 20 

states experienced mid-year cuts (McCarron, 1993). 

3. California students at San Francisco State were 

threatening a class-action lawsuit against the 

state because of a 40% tuition increase implemented 

after registration (Cage, 1992b) and 300 students 

marched in protest of budget cuts and fee increases 

at the University of California at Santa Cruz ("12 

Students," 1992). Likewise, 500 students at Lock 

Haven (PA) University rallied in 1992 to protest 

the elimination of class sections that some 

students needed to graduate. ("Lock Haven," 1992). 

4. For the 1992-93 fiscal year, state aid in 

Pennsylvania for private institutions ($76 million) 

was completely eliminated. (Mercer, 1992b). 

5. Tight budgets and overcrowding at universities has 

shifted so many students to community colleges that 

several states are considering offering bachelor's 
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degrees from the local colleges (Mercer, 1992a). 

However, two-year colleges also anticipate cuts in 

state funding in 1993 (Cirino and Dickmeyer, 

1992). In 1992, they were forced to institute 

hiring freezes, reduce staff sizes through 

attrition, increase tuition and fees and cut 

travel, staff, programs and courses (Cirino and 

Dickmeyer, 1993). 

With the federal government facing fiscal problems 

of its own, student reliance on loans has increased 

to cover rising costs. Stafford loans increased 

137.8% in the 1980's. (Hartle, 1990) while federal 

appropriations for education dropped $2.8 billion 

in constant dollars between 1980 and 1990 

("Education Appropriations," 1991). 

Libraries have had to cancel journal subscriptions 

and book orders, neglect preservation, cut staff 

and reduce services to the point that it may 

ultimately damage the nation's collections of 

scholarly works (Nicklin, 1992). 

Even in the early 1980*s, half of the 438 colleges 

and universities surveyed by the Higher Education 

Panel reported revenue shortfalls. Private 

institutions blamed enrollment decline, while 

public universities cited loss of state funding 

(Anderson, C. J., 1985). Private institutions are 
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especially vulnerable because they are enrollment 

driven and so dependent upon tuition and fees, 

endowment income, gifts and auxiliary enterprises 

(Kinnison, 1991). The funding problems have 

resulted in some volatile relations between public 

and private institutions that are competing for the 

same students (Mercer, 1993). 

9. John V. Byrne, president of Ohio State University 

("Public University," 1992) said budget cuts at his 

institution rivaled those of the Great Depression, 

resulting in a 33% increase in tuition and a 9% 

drop in enrollment. 

10. Despite the cuts, enrollment and spending are 

reaching record levels. Projections for 1992-93 

predict a one percent increase in student 

enrollment to a record 14.3 million, and a five 

percent increase in spending to $14,100 per full-

time-equivalent student at public institutions, or 

$111 billion. ("Enrollment, Spending," 1992). 

However, much of this enrollment growth is at 

community colleges, where unskilled workers seek 

only the training they need for their jobs ("Study 

Links," 1993). 

11. Governors of Montana and Oregon called for mergers 

and program cuts in the face of budget shortfalls 

(Lively, 1993b). The annual survey of the states 
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by The Chronicle of Higher Education determined 

that legislators and governors were calling for 

more efficiency and belt-tightening in the near 

future (Lively and Mercer, 1993). 

Funding has been limited or cut for so many years now, 

that institutions are running out of options. Even the most 

reputable institutions are suffering. Yale is projecting an 

$8.8 million budget deficit with costs rising faster than 

tuition and research revenue; thus, a 10.7% cut in core 

faculty positions is planned (Shapiro, 1992). For the same 

reasons, Harvard reported a $42 million deficit in 1991, its 

first since 1974 (Nicklin, 1992b). Most schools, 

naturally, are reluctant to cut academic programs and 

faculty salaries—essential elements of the institutional 

mission. 

Instead, cost cutting measures have included rewarding 

cost savings with awards such as those given by NACUBO 

(Mclntyre, 1992b), deferring maintenance on facility repair 

in excess of a $20 billion backlog ("Higher Education," 

1988; Probasco, 1991; Mclntyre, 1990b), reducing 

administrator raises and salaries (Magner, 1992), 

encouraging a three-year bachelor's degree (Shea, 1993) and 

turning students away (Blumenstyk, 1991). In the most 

serious instances, campuses have even been closed (Mooney, 

1992). The August 26, 1992 Chronicle of Higher Education 

Almanac listed the following recent campus actions they 
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considered to have a short term impact: 

1. Increases student fees. 

2. Greater efficiency in operations. 

3. Deferred maintenance. 

4. Reallocation of resources. 

5. Reduced library acquisitions. 

6. Increased class size. 

7. Hiring freeze (regular faculty). 

8. Reduced administrative staff. 

9. Reduced number of courses and sections. 

Those considered more of a long-term impact were: 

1. Increased reliance upon tuition revenue. 

2. Reallocation of resources among departments. 

3. Outdated labs and equipment. 

4. Deferred maintenance. 

5. Slower expansion of new technology. 

6. More revenue-generating programs. 

Efficiency is the internal process of reducing waste 

and doing the same things with fewer resources (doing things 

right) while effectiveness is more external and is concerned 

with resource acquisition and allocation dealing with 

quality and diversity (doing the right things) (Lawrence, 

1984). Bernard and Beaven (1985) recognized that colleges 

have made excellent progress using efficiency and 

effectiveness to contain costs in the areas of cash 

management, purchasing management and facilities management. 
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Table 3 summarizes some of the specific cost saving measures 

colleges and universities have implemented. 

An aquarium approach model was developed by Morrell 

(1992) to balance revenues and expenses, since there is no 

real bottom line in higher education. He proposed that 

educational institutions must maintain an equilibrium by 

seeking ways to insure that adequate income is coming into 

the university and that spending is curtailed so as not to 

exceed that level of revenue. 

Morrell identified income that includes endowment, 

gifts and grants, state funding and student fees. Expenses 

are compensation (salaries, benefits), plant operations, 

general expenditures (travel, equipment) and inflation. The 

revenue and expenses are then used to maintain academic 

programs, administration and student services. Nowhere in 

this model is local income such as that earned by auxiliary 

enterprises included as a source of revenue. 

Ginsburg (1992) suggested the following 22 strategies 

to business officers in higher education for operating more 

efficiently: 

1. Evaluate current policies, practices, programs, 

services and activities in terms of cost 

effectiveness. 

2. Emphasize productivity, effectiveness, efficiency, 

economy, quality of service and customer 
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Table 3 

Cost Saving Measures at Certain Colleges and Universities 

University 

Columbia U. 

U. of Southern 
California 

Procedure 

Centralized Computing 

Computerized 
Telecommunications 

Estimated 

Annual Savings 

$323,000 

478,000 

SOURCE: Bernard and Beaven (1985). 

U. of Washington 

U. of Idaho 

Michigan State 

Cut Support Services 

$2 Non-Academic cuts for 
Every $1 Academic 

Laid off all non-essential 1.2 million 
personnel 2 1/2 days 

SOURCE: 

Cut support service staff 3.2 million 

Hyatt, Shulman and Santiago (1984). 

N. Arizona U. 
at Flagstaff 

Hiring Freeze, 200 
classes cut, 17 
programs eliminated 

California State 
U. System 

Enrollment Caps 

SOURCE: AASCU (1992). 

Boston U. Automated Computer Center 500,000 

Florida State Integrated ID Cards 230,000 

SOURCE: "Cost Reduction" (1992). 
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satisfaction. Reward systems should match 

performance with results. 

3. Improve recruitment of students. 

4. Evaluate financial aid programs. 

5. Look for savings in: 

a. Telecommunications. 

b. Health care benefits. 

c. Pension costs. 

d. Contract services vs in-house food services and 

bookstore operations. 

e. Energy conservation. 

f. Insurance premiums. 

g. Publications and mailings. 

h. Vacation and sick leave policies. 

i. Retiree benefits. 

6. Downsizing services and staff. 

7. Review fundraising efforts. 

8. Consider offering early retirement. 

9. Review endowments and short-term investments. 

10. Emphasize competitive bidding. 

11. Consider reducing and merging academic units. 

12. Review faculty staffing. 

13. Study library and laboratory costs. 

14. Review use of land and buildings. 

15. Tap new markets for enrollment, research grants and 

gift giving. 
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16. Increase linkages to community colleges for 

non-traditional students. 

17. Develop consortia to share resources. 

18. Strengthen linkages to businesses and community. 

19. Apply cutting-edge technology to operations. 

20. Review the mission and scope of the institution. 

21. Encourage diversity and multiculturalism. 

22. Focus on how to relate to individuals over 60. 

Despite administrator's best efforts, costs are still 

rising. State expenditures for higher education increased 

from $4 billion in 1960 to $21 billion in 1980 (Kerr, 1990), 

and continued to increase steeply throughout the 1980*3 

("Revenue, Expenditures," 1992). Not all of the fault lies, 

however, on increased spending. The cost of the goods and 

services have been rising quickly, requiring more revenue 

just to continue at the same level. For example, between 

1966 and 1980, the higher education goods and services price 

index rose from 100 to 238 (Campbell, S. D., 1982). 

Auxiliary enterprises are occasionally considered 

for cost savings and revenue enhancements. Suggestions 

include the use of assessment tools (Getz, 1989), debit 

cards for purchases (Nicklin, 1993a) and the strengthening 

of management skills. ("Georgetown", 1992). Some articles 

encouraged plans to make auxiliaries self-supporting 

(Geores, Komives and Weese, 1992) while others promoted 
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reducing services available rather than increasing tuition 

(Mullen, 1988; Cage, 1992b). 

Solutions vary, but Likins (1990) was perhaps correct 

in his opinion that "in an era of tight budgets and public 

criticism, colleges must rethink their goals and 

priorities." The "public criticism" portion of that 

statement reflects one of the reasons universities find it 

difficult to make ends meet—accountability. 

In a period of economic problems, increased taxes and 

evidence of fraud, the public has a right to be suspicious. 

Higher education has not always managed its resources 

prudently. Lippincott (1992) explains of the Stanford 

University indirect cost scandal that "the story has 

epitomized the accountability issue." He went on to point 

out that the program to enhance revenues through indirect 

cost recovery became so aggressive that a yacht, an antique 

commode, flowers and parties were included as indirect costs 

of research. As a result, auditors from the Department of 

Health and Human Services (HHS) looked more closely at 

universities and found $2 million more in improper claims in 

1991 ("Federal Auditors," 1991) while the Government 

Accounting Office (GAO) discovered $350 million in 1992 

(Blumenstyk, 1992a). It is not surprising, therefore, that 

a 1966 Harris poll found that 56% of the public had trust in 

universities, but today that number has slipped to 25% 

(Lippincott, 1992) 
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There have been many arguments that accountability is 

necessary to assure the public that funds are managed well 

(Furman, 1979; Dressel, 1980; Mingle, 1983; Barnes, Morton 

and Austin, 1983; Anderson, Sullins, Salmon and Aper, 1990; 

Lively 1992); but, at the same time, reporting is so 

extensive that there is a huge cost of time, personnel and 

money to comply. Vinter and Kish (1984, p. 2) recognized 

that many see acquiring and accounting for money as a 

distraction from the mission of providing good services; 

but, "the more the organization knows about where and how it 

uses its resources, the better service job it can do." 

A few of the many accountability issues include crime 

statistics, lawsuits, federal regulations on such issues as 

indirect costs and loan defaults, audits, and disabilities. 

Table 4 summarizes some of these accountability issues from 

the literature. Although only one article about indirect 

costs relates directly to auxiliary enterprises, most of 

these issues affect those services indirectly, to some 

extent. 

Like economic concerns, accountability is a problem 

increasing worldwide as countries like China (Driver, 1993) 

and Canada (Lewington, 1993) also require more reporting. 

According to Fleming (1978), government regulation is likely 

to continue to increase on colleges and universities 

because: 
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1. enormous amounts of money are spent on higher 

education and the public insists upon 

accountability. 

2. political pressures require social regulation. 

3. enacting laws is society's way to solve problems. 

Shilling and Shilling (1993) agreed that 

accountability can cause problems; however, they 

proposed that the proper approach is not to ignore 

the issue, but rather to take the initiative to 

document and communicate higher education's 

willingness to be held accountable to the public. 

Otherwise, the authors continued, there "will be 

increased clamor and, ultimately,...intervention by 

well-intentioned public officials and policy 

makers." 

The problems in Texas mirror those experienced 

nationwide. State Treasurer Kay Bailey Hutchison (1992a) 

said of state spending that Texas does not need to go on a 

Table 4 

Accountability Issues in Higher Education 

I. ENVIRONMENT 

Society and students are demanding that colleges help 

protect the environment. 

A. Asbestos Removal. ("High Court," 1990; "Asbestos 
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Table 4 (cont.) 

Firm," 1992; "Higher Education Asbestos," 1992; 

"Asbestos," 1992; "Institutions Protected," 

1992) . 

B. Plastic Foam Containers. ("Trends," 1989). 

C. Hazardous Waste. ("Oak Ridge," 1992; "EPA 

Proposes," 1992; "EPA Settlement," 1992; "EPA 

Says," 1992; "DOT," 1992). 

D. Formaldehyde. ("OSHA Toughens," 1992). 

E. Worker Chemical Exposure. ("OSHA Regulates," 

1989) . 

F. Confined Spaces. ("OSHA Issues," 1993). 

II. INTERNAL REVENUE SERVICE (IRS) 

The IRS is getting involved in several matters 

relating to higher education. Announcement 93-2 

proposes lengthy and comprehensive audit guidelines 

for financial statements, benefits, fundraising, debt, 

bonds, research, etc. 

A. Tax-exempt Status Loss. ("Michigan, 1992). 

B. Nondiscrimination. ("IRS Proposes," 1992). 

C. Visiting Professor Taxes. ("IRS Probes," 

1993) . 

D. Unrelated Business Income Tax (UBIT) Laws. 

("Knock, Knock," 1988; "A Fair Hearing," 1991). 

E. Increased Audits/Guidelines. ("IRS Alert," 1992; 

Mclntyre, 1992a; Jaschik, 1992b; "In This Issue, 
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Table 4 (cont.) 

1993; "NACUBO Comments," 1993). 

F. Adjunct Faculty Taxes. ("Adjunct Faculty," 1989). 

G. Pension Regulations. ("IRS Allows," (1990). 

H. Scholarship Regulations. (Jaschik, 1992a; 

Jaschik, 1993a). 

III. LAWSUITS 

Litigation is increasing in higher education, both for 

and against the universities. 

A. Discrimination. ("High Court Hands Down," 1989; 

"Time to Seek", 1990; "Court Orders," 1993). 

B. Trademark Licensing. ("USC," 1990; "Universities 

Develop," 1990: "Manufacturer," 1991). 

C. Dormitory Arson. ("Students Win," 1992). 

D. Natural Disasters. (Mclntyre, 1989). 

E. Dormitory Solicitation. ("High Court Hands Down," 

1989) . 

F. Abortion. ("High Court Hands Down," 1989). 

G. Student Lawsuits. (Mosier, 1989) . 

H. Lawsuit Risk Exposure. (Rush, 1990; Izumi, 1992). 

I. Safety. ("Safety Engineer," 1993). 

IV. CRIME 

Campus crimes must now be reported to the public 

according to the Student Right-to-Know and Campus 

Security Act of 1990. 
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Table 4 (cont.) 

A. Disciplinary Information. ("ED Proposes," 1992; 

"Regulations," 1993). 

B. Federal Action. ("ED Barred," 1992). 

C. Crimes Reported. (Fuentes, 1992; Lederman, 1993; 

"Collision," 1993; "Survey Finds," 1993). 

V. INDIRECT COSTS 

Because there has been questionable reporting of 

indirect costs for research projects, there has also 

been increased federal regulation for the charges. 

A. 26% Office of Management and Budgets (OMB) Cap 

Proposal. ("OMB Proposes," 1991; "Final OMB 

Rules," 1993). 

B. Improper Claims. ("Federal Auditors," 1991; 

Blumenstyk, 1992b). 

C. Auxiliary Enterprises. (Wenner, 1993). 

VI. AUDITS 

To address public concerns, more audits are required 

of all nonprofit agencies. 

A. OMB Circular A-133. (Folpe and Hamlin, 1990). 

B. Campus Officials' Problems. (DeLoughry, 1990). 

C. Government Accounting Office (GAO) Indirect Costs 

Audits. ("GAO Calls," 1992). 

D. Audit Streamlining. (Dolan and Thibault, 1990). 

VII. LAB ANIMALS 

Federal laws have been enacted to protect laboratory 
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Table 4 (cont.) 

animals from harm. 

A. Small College Burden. (Burd, 1992a). 

B. Increased Regulation. ("Judge Orders," 1993; 

Burd, 1993). 

C. Minimum Standards. ("Animal Research," 1993). 

VIII. REPORTING 

The public is demanding more information from 

universities. 

A. Financial Records Disclosure. ("Penn State," 

1989; McLaughlin and Farley, 1989). 

B. Reporting Stress. (Randall and Wilson, 1989). 

IX. DISABILITIES 

The Americans with Disabilities Act of 1992 increases 

requirements and liability. 

A. Access. (Wilson, 1992). 

B. Requirements. (Hartman, 1992). 

X. SEXUAL HARASSMENT 

Sexual harassment is a major issue on campuses, and 

must be addressed. Articles address policies (Shavik, 

1992; "Sexual Harassment, 1993) 

XI. OTHER FEDERAL REGULATIONS 

The federal government is increasing requirements for 

institutions receiving federal aid. 

A. Antitrust. ("MIT," 1992) 

B. Postal Regulations. ("Postal Service," 1990). 
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Table 4 (concl.) 

C. FCC Regulations. ("FCC," 1992; "FCC Rules," 1993) 

D. Loan Default Rates. (DeLoughry, 1992b; 

"Institutions Risk," 1992). 

E. Drug-Free Schools Act. ("Institutions That," 

1990). 

F. Broadcast Royalties. ("Royalty," 1989). 

G. Immigration Reform and Control Act of 1986. ("GAO 

Report," 1989). 

diet, but it does need to keep itself lean. Powers (1992) 

was more pessimistic when he said "Only three things are 

certain during the next few years: death, taxes and cuts in 

higher education budgets." Senator John Montford, Chair of 

the State's Senate Finance Committee concurred when he said 

"It's time for the state to learn, just like other people, 

to live within its means." (Robinson, 1992). However, Lt. 

Governor Bob Bullock pointed out that state agencies in 

Texas are "not accustomed to biting the bullet as other 

states have." (Diehl, 1992b). 

The problems that began with the oil bust in the early 

1980's have resulted in "one long spell of stormy weather" 

for Texas budgets ("Accountability," 1992). Governor Ann 

Richards told representatives of the Texas Council of Public 

University Presidents and Chancellors that Texas, and indeed 
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the nation, was "so far in the ditch it was hard to predict 

when they would get out." (Mills, September 11, 1992, p. 1). 

Some suggest that a state income tax is the only solution 

(West, 1992b), but Bullock says Texans are in no mood to pay 

more taxes (Diehl, 1992b) and asked universities to submit 

conservative budget requests that would "not get themselves 

embarassed 11 if they are denied. (Mills, September 11, 

1992, p. 3). 

Dr. William Mobley, President of Texas A & M University 

warned that such thinking spells danger to Texas 

institutions of higher education (Daniel, 1992) and the 

Chancellor of the University of Texas System, Dr. Bill 

Cunningham, stated that tough times forced him to spend 40% 

of his time on fundraising and public relations (Jennings, 

1992). Table 5 summarizes statistics from the literature 

that are crucial to an understanding of Texas higher 

education's financial situation. 

Funding for Texas institutions of higher education 

comes from several sources—state allocations, federal aid, 

local taxes, tuition and fees, donations, private industry 

support and local funds. Local funds are those generated by 

the institution, over which the Board of Regents maintains 

most control (Education code 51.002; Cunningham, 1992). 

Auxiliary enterprises generate local funds, as illustrated 

in Table 6. Those statistics show that auxiliaries bring 

in much revenue, but not always at a profit. 
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Table 5 

Statistics Pertaining to Texas Higher Education. 

GENERAL 

1. 6,000 degrees awarded annually per 100,000 

population, 1,000 below the national average. 

(McKenzie, 1992). 

2. Texas has the highest population of young people 

in the nation. ("Money Crunch," 1993). 

3. The Texas population is poorer than many other 

states, thus 89% attend public institutions—a 

greater percentage than any other state. ("Money 

Crunch," 1993). 

4. There are 35 public institutions, 67 community 

colleges. ("Money Crunch," 1993). 

5. Texas higher education dates back 147 years with 

the opening of Baylor in Waco and Southwestern 

University at Georgetown. (Thompson, 1992). 

6. 50% of faculty headcount, and 64% full-time-

equivalent faculty count are tenured or tenure-

track. (Cobb, 1992). 

7. The Permanent University Fund (PUF) was created by 

the 1876 Texas Constitution and now has a market 

value of $3.9 billion in oil-producing land to 

fund capital requirements. (Mark, 1992). 
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ENROLLMENT 

1. Up 367% since 1960. (Richardson, 1993). 

2. Estimated to increase from 1991 level of 820,000 at 

state-supported institutions to 950,000 by 2005. 

(McKenzie, 1992; Durham, 1993). 

3. 417,777 at public 4-year institutions. (Chronicle 

of Higher Education Almanac. August 26, 1992). 

4. The biggest gainers are community colleges. 

(Ackerman, 1990a). 

5. Texas growth is contrary to the national trend due 

to the state's population growth, return of older 

students seeking better jobs and increased minority 

enrollment. ("Rising Texas," 1990). 

STATE PER-STUDENT ALLOCATION AND TUITION 

1. Per-student-allocation of state money is $3,210, 

near the bottom of all 50 states and $1,118 less 

than the national average of $4,328. (Richardson, 

1993) . 

2. Ranked 51st (including DC) in combined state 

appropriations and tuition per student—$4,194 

compared to $5,862 national average. ("Money 

Crunch," 1993). 

3. Ranked 48th in tuition and fees paid by in-state 

students—$1,275 compared to U. S. average of 

$2,404. ("Money Crunch," 1993). 
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4. Ranked 44th in state appropriations for higher 

education. (Hemby, 1992). 

5. In 1982, Texas was 5% above the national average 

in state appropriations, by 1989, it was 31% 

below. (Hughes, 1992). 

6. Resident undergraduate tuition for 30 semester 

hours equals $1,400, $1,000 below national 

average. (McKenzie, 1992). 

7. 1991-92 tuition rate of $24 semester hours is 8-

fold increase since 1984, and scheduled to reach 

$32 by 1996. ("Comptroller's Study," 1992). 

FUNDING 

1. Texas ranks second in total state higher education 

appropriations in 1991-92 (behind California) 

(Fact File, 1991). 

2. 2-year colleges in Texas ranked 25th in revenue 

($5,176) and 28th in expenditures ($4,818) per 

student in 1989-90. (Cirino, 1991). 

3. 1992-93 budgeted amounts for higher education was 

$5.3 billion. (Powers, 1992). 

4. 63% of the state's non-mandated budget goes to 

higher education, thus it is usually a target for 

cuts. (McKenzie, 1992; "Colleges Must," 1992). 

5. In 1992, The Texas Higher Education Coordinating 

Board recommended $768.4 million increase for 
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colleges, $662.1 from general revenue and the 

rest from tuition and institutional funds (such as 

auxiliary enterprises). ("Colleges Ask," 1992). 

6. Employees received only a 1% increase in salary 

effective August 1, 1992, and then only after the 

success of a state lottery. (Mills, July 18, 

1992, p. 1). 

7. The state spends $20,000 for each prisoner, but 

only $3,200 for each college student. (Mobley, 

1992a). 

8. Administration cost per student equals 12.75% of 

total expenditures. The national average is 

14.18%. (Cunningham, 1992). 

9. Texas universities receive $469.5 million in 

federal research funds of the $9 billion U. S. 

total. (Cunningham, 1992). 

10. 20 years ago, higher education got 53% of the 

state budget, now it is 16%. (Hughes, 1992, 

Chronicle of Higher Education Almanac. August 26, 

1992). 

11. It would take a 21.6% budget increase to move 

Texas higher education funding to the national 

average. (Kiehl, 1992). 
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Table 6 

Revenues. Expenditures and Net Profits 

For Texas Public University Auxiliary Enterprises. 

UNIVERSITY 

TOTAL 

REVENUE* 

AUX. 

REVENUE* 

EXPENDITURES 

AND MANDATORY 

TRANSFERS 

NET 

REVENUE 

UT TYLER $640 921. .00 $103, 355. .00 $62, 882. ,00 $578, 039. ,00 

UT-PAN AM-BROWNSVILLE $292 902. .00 $87, 343. .00 $121, ,040. .00 $171, 862. .00 

LAMAR-PORT ARTHUR $561 959. .00 $165, 851, ,00 $263, ,075. ,00 $298, 884. .00 

LAREDO STATE $194 885. .00 $34, 957. .00 $155, ,094. .00 $39, 791. ,00 

EAST TEXAS-TEXARKANA $141 691. .00 $18, 710. ,00 $120, ,008. ,00 $21, 683. ,00 

CORPUS CHRISTI STATE $2 236 502. ,00 $1 ,660, ,359. ,00 $1-,935, ,032. ,00 $301, ,470. ,00 

U OF HOUSTON-UNIV. PARK $34 ,596 996. .00 $28, ,535, ,139. ,00 $30, ,569, ,162. .00 $4,027, ,834. .00 

LAMAR-ORANGE $408 268. ,00 $189, ,099. .00 $362, ,502. .00 $45, ,766. .00 

TARLETON STATE $6 ,220 591. .00 $5 ,040, ,533, .00 $5, ,549, ,014. .00 $671, ,577. .00 

UT DALLAS $5 ,162 175, ,00 $3 ,687, ,026, .00 $4, ,649, ,087, .00 $513, ,088. .00 

TEXAS A fa H $96 ,754 610. .00 $89 ,581, .921. .00 $88, ,165, , 328. .00 $8,589, ,282. .00 

TEXAS STATE TECHNICAL $13 , 285 150. ,00 $11 ,771, ,986. .00 $12, ,195, ,696. .00 $1,089, ,454, .00 

UT SAN ANTONIO $9 ,752 515. .00 $6 #714, ,205, .00 $8 , 964, ,972, .00 $787, ,543, .00 

TEXAS TECH $42, ,716 379. ,00 $41 ,669, ,532. .00 $39, ,514, , 145. .00 $3,202, ,234 .00 

U OF HOUSTON-CLEAR LAKE $5 ,064 047. .00 $3 ,535, ,629 .00 $4 ,700, ,274, .00 $363, ,773, .00 

SUL ROSS $2 ,994 974, .00 $2 ,469, ,762 .00 $2 , 780, ,919 .00 $214, ,055, .00 

UT-PERMIAN BASIN $1 ,185 939, .00 $875, ,170 .00 $1 , 109, ,603, .00 $76, ,336. .00 

UT AUSTIN $100 ,144 987, .00 $88 ,829, ,568. .00 $94, , 823, ,642. .00 $5,321, , 345, .00 

U OF NORTH TEXAS $32 ,361 106. ,00 $27 ,894, ,558, .00 $30, ,669, ,654, .00 $1,691, ,452 .00 

ANGELO STATE $10 ,335 790. ,00 $9 , 092, ,119 .00 $9 , 874, ,272 .00 $461, ,518 .00 

WEST TEXAS STATE $7 ,008 233. .00 $5 ,866, ,684 .00 $6 ,718, , 160 .00 $290, ,073 .00 

U OF HOUSTON-VICTORIA $212 445, .00 $27, ,560, .00 $203, ,691 .00 $8, ,754 .00 

TEXAS SOUTHERN $7 ,142 781, .00 $5 , 359, ,03 3 .00 $6 , 860, ,739 .00 $282, ,042 .00 

TEXAS WOMAN'S $13 ,924 525. ,00 $12 ,159, ,312 .00 $13, , 428, , 366, .00 $496, , 159 .00 

PRAIRIE VIEW A 6 M $12 ,258 742. .00 $11 ,140, ,241, .00 $11, ,987, ,823, .00 $270, ,919 .00 

SAM HOUSTON STATE $15 ,197 317. .00 $12 ,567, ,183, .00 $15 ,155, ,804, .00 $41, ,513, .00 

SOUTHWEST TEXAS $31 ,270 167. .00 $25 ,756, ,764, .00 $31 , 380, ,432, .00 ($110, ,265, .00) 

EAST TEXAS STATE $8 ,100 731 .00 $6 , 687, ,076 .00 $8 ,279, ,004 .00 ($178, ,273 .00) 

UT ARLINGTON $22 ,008 149. .00 $17 ,827, ,371 .00 $22, ,650, ,041, .00 ($641, ,892 .00) 

STEPHEN F. AUSTIN $2 l ,366 575. .00 $18 ,967, ,453 .00 $22 , 043, ,458, .00 ($676, ,883 .00) 

TEXAS A ft M-GALVESTON $3 ,434 732 ,00 $3 ,186, ,313 .00 $3 ,582, ,978 .00 ($148, ,246 .00) 

UT EL PASO $18 ,398 649. .00 $15 ,466, ,412 .00 $19 , 526, ,022 .00 ($1,127, ,373 .00) 

U OF HOUSTON-DOWNTOWN $2 ,330 238 .00 $1 ,055, ,691 .00 $2 , 486, ,997 .00 ($156, ,759 .00) 

MIDWESTERN STATE $3 ,724 247 .00 $2 ,654, ,721 .00 $3 ,981 ,982 .00 ($257, ,735 .00) 

UT-PAN AMERICAN $5 » 555 164 .00 $3 ,177, ,532 .00 $5 ,961 ,394 .00 ($406, ,230 .00) 

LAMAR-BEAUMONT $7 ,219 253 .00 $5 ,077, ,559 .00 $7 ,913 ,500 .00 ($694, ,247 .00) 

A ( I-KINGSVILLE $5 ,605 115 .00 $4 , 325, ,822 .00 $6 ,246 , 196 .00 ($641, ,081 .00) 

TOTALS $549 ,809, ,450 .00 $473 ,259 ,549 .00 $524 ,991 ,988 .00 $24,817, ,462 .00 

* INCLUDES STUDENT SERVICE FEES 

** EXCLUDES STUDENT SERVICE FEES 

SOURCE* Davis, State Auditor's Office, 1993 
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Comptroller John Sharp reported that colleges and 

universities have $2 billion in these discretionary funds, 

and he suggested they be used to offset operating costs 

("Comptroller's Study," 1992). The Texas Faculty 

Association conducted its own survey of unreserved funds for 

the fiscal year ended August 31, 1991 and found only $979 

million (Mills, September 18, 1992, p. 3). Senate Bill 3 

created the Funds Review Advisory Committee that suggested 

in its October 15, 1992 Funds Consolidation Report that 

local funds be deposited in the State Treasury. Colleges 

and universities expressed their concerns that, if 

implemented, the funds should continue to earn interest and 

be carried forward to subsequent years. 

Local funds have become so important because state 

funding is dwindling and becoming more uncertain. State 

allocations are based on formulas, a controversial topic in 

recent years. As Representative Dan Kubiak described the 

system, formulas distribute 80% of need, 16 formulas are in 

process, and it takes three PhD's to figure them out 

(Mills, July 24, 1992, p. 2). Dr. Diana Natalicio of the 

University of Texas at El Paso added that there are always 

special needs that do not fit neatly in the formula 

structure (Mills, October 2, 1992, p. 1). It would cost 

about $949 million more to fund the formulas at 100% 

("Colleges Ask," 1992). 
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The formula system has been virtually unchanged for the 

past 37 years of its existence, except that the ratio of 

support for undergraduates has decreased. The original 

support in 1956 of almost 3-to-l ($10 per undergraduate, $28 

per graduate, with enrollments over 7,000) is now 10-to-l 

("College Funding," 1993). There have been questions as to 

whether graduate students really cost so much more to 

educate, and consequently committees have been formed to 

study the issue. The Formula Advisory Committee, co-chaired 

by Dr. Ed Davis of Texas A & M and Dr. Don Haragan of Texas 

Tech looked at the problem from the university standpoint, 

at the request of Commissioner Ashworth in January 1993 

(Mills, January 30, 1993, p. 10) after the Subcommittee on 

Formula Funding of the House Higher Education Committee 

discussed the problem at length in June, 1992 (Mills, June 

26, 1992, p. l). Formula funding is a complex issue with no 

clear-cut answers. Full formula funding, however ranked 

last in a survey of university presidents' concerns behind 

the following priority items (Mills, July 18, 1992, p. 5): 

1. Increased faculty salaries. 

2. Staff raises. 

3. Library funding. 

4. Increased departmental operating funds. 

5. Merit raises. 

6. Retirement funding. 
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7. General administrative and student services 

funding. 

8. Utilities increases. 

9. Building maintenance. 

10. Additional Higher Education Assistance Fund (HEAF) 

funding. 

11. Increased general institutional expense funding. 

12. Educational Opportunity Service. 

13. Insurance premium support. 

14. Special deferred maintenance funds. 

15. Small class funding. 

Whatever the method used, the Texas legislature is 

usually less than generous with higher education. Table 7 

illustrates how it ranks at the bottom of the state's 

priorities. 

On January 27, 1993, Governor Richards presented her 

budget proposal "Working for Texas" based on $1.8 billion 

additional revenue and $750 million savings from performance 

reviews (Mills, January 29, 1993, p. 1). Subsequently, 

Senate Bill 5 proposed a total budget of $69.7 billion with 

$38.9 billion from general revenue. Although all education 

general revenue funding was up 3%, it was up 24.9% for 

health and human services and 35.4% for public safety and 

corrections (Mills, March 6, 1993, p. 1). For some large 

schools, budgets were actually cut, but Representative Mike 

Martin of Galveston told University of Texas, Texas A & M, 
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University of Houston and others "welcome to the 

club...there are lots of folks getting hit hard this 

session" (Ackerman, 1993b). 

Table 7 

Texas State Support Priorities. 1985-1993. 

Public Safety and Corrections 

Health and Human Services 

Miscellaneous Other 

Transportation 

Employee Benefits 

Public Education 

Higher Education 

UT-Southwestern 

Actual 

+207% 

+173% 

+104% 

+ 79% 

+ 70% 

+ 63% 

+ 37% 

+ 7% 

Inflation 

Adjusted 

+127% 

+101% 

+ 50% 

+ 32% 

+ 25% 

+ 20% 

+ 1% 

- 21% 

Total + 92! + 41% 

SOURCE: Neaves, (1992) 

Decreased or inadequate funding has forced universities 

to make do with less. Table 8 illustrates cost saving 

measures already tried at certain schools. In addition, the 

Texas Higher Education Coordinating Board published in July 
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Table 8 

University Cost Cutting Measures In Texas. 

1. Underpaid faculty ($43,737 Texas average, $49,883 

average in the other 10 largest states, $46,932 

nationwide) (Ackerman, 1992c). 

2. Larger class sizes (Stewart, 1993). 

3. More part-time faculty (Stewart, 1993). 

4. $214 million cost savings at the University of Texas 

over 2 years (McKenzie, 1992b). 

5. Eliminated non-essential items/waste (Mills, September 

18, 1992, p. 1; Hayes, 1993). 

6. Deferred maintenance (Fiscal Notes, 1992; Mills, 

September 25, 1992, p. 9; July 18, 1992, p. 9; June 26, 

1992, p. 5). 

7. Texas A & M savings of $15 million over 2 years by 

bidding for natural gas, encouraging energy efficiency, 

issuing permanent ID cards and improving 

telecommunications management (Mobley, 1992d). 

8. Decreased student support services (Choate, 1993). 

9. Eliminated classes/programs/colleges and departments 

(Choate, 1993; Chater, 1992; Ackerman, 1992a). 

10. Vacant positions/hiring freezes (University of Houston 

saves $3.5 million) (Choate, 1993; Besze, 1993a). 

11. Energy Efficiency (Choate, 1993). 
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12. Facilities Management Audits (Mills, January 23, 1993, 

p. 4) 

13. Enrollment Management Programs (Powers, 1993). 

1992 Specific Cost-Saving Measures Implemented at Texas 

Public Colleges and Universities and in April 1992 the 

Legislative Budget Board (LBB) published Section 122 

Reductions designed to save $316 million. Gaither and 

DeWitt (1991) listed 31 cost saving projects at Prairie View 

A & M that included such innovative ideas as reducing the 

number of telephones, providing faculty incentives for 

generating external funds and assessing auxiliary enterprise 

use on campus space. 

Comptroller John Sharp released Against the Grain on 

January 28, 1993, a plan with 460 recommendations, initially 

expected to save $4 billion (Erickson, 1993; Brown, 1993). 

This followed the first Texas Performance Review report in 

July of 1991. Governor Richards praised the plan and said 

Sharp was "doing what every state official should do—look 

for ways to economize." (Mills, January 30, 1993, p. 1). 

Further analysis by the Senate Research Center and Bullock's 

staff revealed that 54 of the recommendations result in no 

cost savings, 3 6 cannot be estimated and 8 actually cost 

money (Mills, February 5, 1993, p. 2). Lt. Governor Bob 



56 

Bullock announced $2.2 billion savings from the plan on 

February 17 (Fuentes, 1993; Ramsey, 1993) and the 

recommendations ultimately resulted in nine Senate Bills 

containing $1.4 billion in savings (Elliot, 1993; Brown, 

1993). Table 9 lists some of the intended cost saving 

legislation. Ultimately, higher education faces the same 

problems as businesses, which may also result in layoffs, 

restructuring and more efficiency ("Colleges Must," 1992). 

Table 9 

Texas 73rd Legislature Cost-Cutting Bills Regarding Higher 

Education. 

1. SB 177 "Slackers Bill." Limiting the resident 

undergraduate hours to 158 hours, later revised to 42 

hours beyond the degree requirements (Mills, April 3, 

1993, p. 5; Brooks, 1993). 

2. SB 380 establishing a doctoral cap of 130 hours for 

graduate rate funding would save $9.25 million 

(originally set at 80 hours) (Fikac, 1993; Brownell, 

1992; Mobley, 1992b). 

3. Reducing Optional Retirement Program (ORP) funding from 

7.31% of salary to 6%, already down from 8.5% in former 

legislation, saving $50.6 million (Mills, March 20, 

1993, p. 3). 

4. Eliminating 5.85% FICA pickup. (HB 1873, SB 887). 
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5. Requiring frequent flier miles to go to the state. 

("Grounding," 1993). 

6. Allowing tuition revenue bonds for construction, SB 618. 

(Mills, March 14, 1993, p. 10; March 20, 1993, pp. 8-9) 

7. Distributing funding monthly to institutions, saving 

$162 million, SB 380. (Mills, February 27, 1993, p. 2). 

8. Creating a central personnel office, SB 385. (Mills, 

February 27, 1993, p. 10). 

9. Studying local funds kept outside the treasury, SB 384 

(Mills, February 27, 1993, p. 4; April 9, 1993, p. 7). 

10. Eliminating duplication ("Joint Select," 1992). 

11. Curtailing construction (Bacon, 1992). 

12. Prohibiting the extension of credit by campus stores, SB 

33 6. (Mills, February 5, 1993, p. 6; February 13, 1993, 

p. 3; February 21, 1993, p. 12; March 6, 1993, p. 6; 

March 20, 1993, p. 14; April 3, 1993, p. 7). 

One of the most controversial question was performance-

based funding. The Texas Higher Education Coordinating 

Board recommended performance bonuses in 1992 to 

institutions that meet a list of criteria in 13 areas of 

concern to its citizens, including number of minority 

students, number of minority graduates, faculty service and 

exam scores. The system was designed to promote quality and 

access. ("Coordinating Board," 1992; "Texas Coordinating 
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Board," 1992). Higher education argued that it can hardly 

be considered a bonus, however, since the funding would most 

likely come from current budgets, and institutions would 

just have to earn it back. At the same Coordinating Board 

session, Representative Ric Williamson (1992) presented his 

proposal for "Financing Higher Education Into the 21st 

Century." He favored a similar responsibility-centered 

budgeting, that would use a market share approach based on 

cost, quality, accessibility and value. After being 

strongly opposed by higher education, Senate Bill 5 (the 

appropriations legislation) did not include the proposed 5% 

budget reductions to fund performance measures and instead 

provided $20 million for bonuses. However, House Bill 650 

and CSSB 5 included the performance measures for general 

academic institutions and community colleges. A conference 

committee was then created to come up with a compromise 

bill. On May 8, the decision was made not to allocate any 

formula funding on performance measures and not to fund the 

$20 million incentive program pool proposed by the Senate 

(Mills, May 8, 1993, p. 1). 

Performance-based funding was intended, however, to 

address the matter of public concerns about quality, and 

emphasized the demand for accountability in Texas, as in 

other states. Table 10 lists specific accountability issues 

addressed in Texas Higher Education. 
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Table 10 

Accountability Issues in Texas Higher Education. 

ENVIRONMENT 

The Department of Health and the University of Texas 

System asked for a ruling to determine if the Texas 

Hazardous Communication Act (Chapter 502, Texas Health 

and Safety Code) applies to students at institutions of 

higher eduction (Request RQ-382). 

CRIME 

1. Attorney General Dan Morales ruled in January 1993 that 

the public must have access to campus police records on 

family violence and arrest reports after Sam Houston State 

University and Stephen F. Austin University requested an 

opinion ("Morales," 1993). 

2. Texas colleges were forced to comply with the Campus 

Security Act, with the University of Texas reporting no 

slayings and 5 rapes the first year (Marcus, 1992). 

3. Texas Wesleyan University removed five foot shrubs in 

front of dorms to help prevent crimes (Baker, 1992) . 

4. Southern Methodist University passed a no-kegs policy 

for fraternity-sponsored parties (Stewart, L., 1993). 

MANAGEMENT 

1. Texas legislators require strategic planning for 
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institutions of higher education and expect to eventually 

link performance-based budgeting to the plans (Chronicle of 

Higher Education Almanac. August 26, 1992, p. 100). 

2. Faculty and staff at Lamar University-Orange considered 

hiring a consultant to solve problems with the university 

president (Gray, 1992). 

3. The Texas A & M President was twice criticized by State 

Representatives for insensitivity to minority concerns after 

a fraternity incident (Bounds, 1992; Clark, 1992). 

4. The legality of supporting student government 

organizations from student service fees and limitations on 

student lobbying is questioned at The University of Texas 

and other institutions (Williamson, K., 1992). 

5. The House Appropriations Committee threatened state 

takeover of the Lamar University System if things didn't 

improve by the end of August 1994 (Bauerlein, 1993; 

Solochek, 1993) after an audit released on March 3 showed 

financial irresponsibility and management failures. The 

State Auditors found that the Board had breached the 

fiduciary responsibilities by not providing enough oversight 

and by allowing educational and general funds to be 

intermingled with auxiliary funds. 

6. There was a public outcry when the Texas Faculty 

Association released salary and benefit information about 

college presidents (Mills, March 29, 1993, p. 2) and it was 
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discovered that the salaries and benefits ranged from 

$106,160 to $196,400 (Stinson, 1993), some later determined 

to be even higher. 

7. The Texas Southern University president resigned after 

the Ocean of Soul band allegations of shoplifting while in 

Tokyo and $30,000 in cash advances to the band director were 

not accounted for (Besze, 1993c). 

8. At the University of Texas at Arlington, students 

questioned minority recruitment practices (Black, 1993a). 

CERTIFICATION 

Teachers in public schools and colleges must meet strict 

standards to assure quality (Cuellar, 1992). 

LAWSUITS 

1. A student sued Texas Southern University after being 

suspended for the "Ocean of Soul" incident (Greene, 1993). 

2. A U. S. Supreme Court decision required Southwest Texas 

State University to allow distribution of newspapers and 

thus protect the freedom of speech ("SWT," 1993). 

3. A University of Houston professor sued for 

discrimination and sexual harassment (Ackerman, 1993a). 

4. West Texas State University paid a $200,000 settlement 

to a professor denied tenure and promotion on the grounds of 

violation of free speech and due process. 
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DISCRIMINATION 

1. The League of United Latin American Citizens (LULAC) in 

LULAC vs Richards and represented by the Mexican-American 

Legal Defense and Educational Fund (Dietz, 1993) sued the 

state over inequities in educational opportunities in the 

Mexican border counties. These counties contain 20% of the 

state's population, but receive only 10% of the higher 

education funding. Of 600 doctoral programs in the state, 

that region offers only two (Sulak, 1993). The 107th 

Judicial District Court ruled the funding unconstitutional 

(Kever, 1992; Robbins, 1992; Dailey, 1992; Fuentes, 1992c,; 

Ball, 1992), resulting in the $50 million South Texas/Border 

Region Initiative legislative recommendation (Mills, March 

20, 1993, pp. 4-5). This was after a $2 billion settlement 

proved impossible to fund ("Texas Cannot," 1992; "State 

Should," 1992). The Texas Supreme court overturned the 

ruling on June 30, 1993 (Case D-2197). 

2. Texas Tech Pi Kappa Alpha fraternity was fined $1,000, 

embarassed the school and escalated racial tension when it 

hosted a racially offensive "jungle party." (Smith, M., 

1992; "Disciplinary," 1992; Texas Tech, 1992). 

3. Texas Southern University created the Black Male 

Initiative to help improve the quality of life for young 

black men (Manson, 1992b). 
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4. Women professors at the University of North Texas report 

inequality in salary, teaching assignments and idea 

acceptance (Thurman, 1992). 

5. University of Texas at Arlington female faculty in the 

School of Social Work complained of pay bias (Black, 1993a). 

6. Representative Wilson filed legislation to ban 

organizations for three years from campuses that engage in 

racist conduct or sexual harassment (Elliot, 1992b). 

7. Commissioner Ashworth was accused of being prejudiced 

after making comments about the lack of possibilities at the 

University of Texas at El Paso (Rugeley, 1993). 

8. The Black State Employees Association opposed a proposal 

to increase admission standards at The University of Texas 

at Arlington (Black, 1992b). 

9. University of Texas at San Antonio students protested 

that they had been neglected as much as border regions as 

the only Texas city of over a million people without broad 

range publicly-funded graduate programs. It's schools offer 

only 39 masters programs and no doctoral programs. Dallas, 

on the other hand, has 330 masters and 186 doctoral; Houston 

112 masters and 52 doctoral (Guerra, 1992). 

10. The Presidents of Texas A & M and Texas Tech were 

chastised by Andrew Melontree, Chair of the Access and 

Equity Committee of the Texas Higher Education Coordinating 

Board about racial incidents on their campuses and the 
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"serious conflict with the letter and the spirit of the 

Texas Plan" at the January 21, 1993 Board meeting. 

11. The University of Texas is beginning to teach more 

multicultural courses in its core curriculum (Banta, 1993). 

12. Minority recruitment is a strong concern of the Texas 

Coordinating Board (Stewart, L., 1993b; Black, 1993a). 

13. The Texas A & M Diversity and Equality Coalition '92 

(DEC) to address minority issues (Bounds, 1993). 

14. The Supreme Court hate crimes law affects campus speech 

codes (Ackerman, 1992d). 

SERVICES 

1. Texas Southern University students asked the Board of 

Regents to provide on-campus day care (Besze, 1992). 

2. Texas Woman's University Single Parent Housing won the 

Progress in Equity Award from the American Association of 

University Women in December 1992. 

SEXUAL HARASSMENT 

1. The Texas Justice Department investigated reports that 

Texas A & M male cadets were harassing and abusing female 

members ("Justice," 1992). 

2. At the University of Houston, two top administrators 

resigned amid allegations of sexual harassment and financial 

improprieties (Manson and Housel, 1992). 
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REPORTING 

1. TASSCUBO established a committee to review the impact of 

reporting requirements in December 1992, concluding that 

Texas universities submit 139 types of reports, 450 total 

submissions at a cost of $401,007 per year per institution. 

(Diebel, 1992). 

2. Midwestern State University Comptroller said the state-

mandated Uniform Statewide Accounting System would cost 

$65,000 to install and $45,000 a year to maintain and would 

then probably not even work (Hammons, 1993) . 

Accountability has become such an issue in Texas that 

the State Auditor's Office (SAO) created a model in its 1993 

Audit Plan that addressed the following issues to be used in 

upcoming audits: 

1. Management 

a. Resources Stewardship 

b. Information Systems 

c. Revenue Management 

2. Data 

a. Analysis 

b. Verification 

3. Outcomes 

a. Alignment 

b. Effectiveness 
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Areas of concern to auxiliaries were planned 1992-93 audits 

of local fund expenditures including: 

1. Cost allocations between auxiliary and general 

funds. 

2. Feasibility of privatizing auxiliary enterprise 

activities. 

3. Uses of university fees. 

4. Relationships with foundations. 

SAO also issued in January 1993 The Bottom Line, a biennial 

report on accountability in Texas (SAO Report No. 3-017). 

The Texas legislature, likewise, in 1993 must consider 

budgets, cost-cutting and accountability to prioritize the 

State's needs. The picture was not as bleak as had been 

predicted, however, once the session began in January 1993. 

The once estimated $6.5 billion budget shortfall (Lively and 

Mercer, 1993) dropped to $2 to $5 billion when Comptroller 

Sharp announced that the 1991-92 fiscal year was in the 

black by over a half million dollars due to the new state 

lottery, increased franchise tax revenue and agency spending 

cuts ("In the Black," 1992; Elliot, 1992a). He went on to 

predict $2 billion in new money for 1994-95, but still short 

of providing enough money to meet current services (Fuentes, 

1992a). By November, 1992, Sharp identified enough revenue 

to award a 3% across-the-board pay raise to all state 

employees and proposed cautious optimism, but not that 

financial good times had returned to Texas (Sharp, 1992). 
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Even with the extra money, it would be difficult to 

convince the legislature not to again cut higher education 

as one of the few non-mandated expenditures of the state, or 

to start spending carelessly. Governor Richards had said 

that the Texas Legislature needs nonstop attention and 

restraint ("The Titan," 1991) and she declared the following 

four issue emergencies early in January, 1993 (Mills, 

January 15, 1993, p. 1): 

1. Support for public free schools. 

2. Appropriation to state legislative branches and 

state aid to local government. 

3. Money for correctional facilities. 

4. Methods to eradicate the cotton boll weevils. 

Although higher education was not among the priorities 

this session, the legislators nevertheless introduced few 

bills harmful to colleges and universities, and passed the 

appropriate budget documentation through both houses during 

the first 90 days of the session. Finally, on May 27, the 

compromise committee settled on a $70.1 billion budget that 

included higher education as a top priority with a $412 

million increase (Fahlgren, 1993). All were based, however, 

on the assumption of predicted available revenue and cost 

savings. 

As mentioned in the cost-cutting bills in Table 9, 

there were two bills pertaining directly to auxiliary 

enterprises. SB 336 and HB 718, essentially the same 
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legislation, would prohibit certain extensions of credit by 

retail stores owned and operated by public universities. 

This legislation passed quickly through the system, was 

signed by the Governor and is effective as of September 1, 

1993. 

Perhaps legislators did not tamper much with higher 

education this time because of the proliferation of writings 

recently showing advanced education as not the problem, but 

the solution, to Texas' economic woes. Larry Temple, former 

Texas Higher Education Coordinating Board Chairman said "the 

key to the state's ability to recover is education and if 

you squeeze at any level, you're ransoming off the future" 

(Ackerman, 1990b). Alexander (1992) voiced college leaders' 

concern that cuts would result in larger classes, enrollment 

caps, loss of the best faculty and the deterioration of the 

educational structure. Dr. Jerry Supple, President of 

Southwest Texas State University pointed out to the 

Association of Colleges and Universities (ATCU) in Austin on 

December 15, 1992 that the annual salary of students who do 

not graduate from high school was only $19,000 compared to 

$52,000 for those with over five years of college. Indeed, 

the unemployment rate for college graduates is only 2.5%. 

Education also seems to deter crime, considering that 50% of 

prison inmates failed to complete high school (Harle, 1992). 

Not only do such educated citizens pay more taxes, but they 

are better equipped to solve the economic questions. Texas 
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A & M President Mobley (1992a) pointed out that research at 

his school shows $1.13 in economic activity for every dollar 

invested in public higher education. In addition, 

university research puts $800 million each year into the 

state economy, provides 30,000 jobs and results in $1.4 

billion a year in total economic impact. 

Dr. Cunningham (1992) of The University of Texas 

demonstrated that higher education helps strengthen the 

Texas economy by: 

1. Producing an educated workforce. 

2. Fostering attractive intellectual and cultural 

climates. 

3. Attracting external financial resources. 

4. Conducting research. 

5. Assisting in technology transfer from lab to 

market. 

6. Providing public service to business and industry. 

7. Providing services that enhance the business 

climate. 

The Alliance for Higher Education issued a report, 

Serving the People (1992) that listed the many benefits 

higher education facilities in the North Texas region 

provide. A 1993 poll by the Texas Faculty Association 

showed public support for higher education, to the point 

that 57.1% would favor a state tax to assure education 

competitive with other states (Mills, January 30, 1993, pp. 
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12-13). Community support has generally been favorable to 

colleges and universities, but problems have been noted with 

auxiliary enterprises and their competition with small 

businesses. 

Community Relations 

The university is an important part of the community in 

many respects. It educates the workers, it affords cultural 

experiences and it provides jobs. In exchange, the 

community contributes students and financial support for the 

institution. A good relationship between the school and the 

citizenry (sometimes called the town-gown relationship) 

benefits everyone. 

Education is definitely important to American citizens. 

The US is the "only nation in the world to commit itself to 

universal education" (Vaughan, 1988). President Bush wanted 

to be known as The Education President, President Clinton 

listed education as one of his priorities and 39 out of 46 

governors polled in 1988 set education among their top three 

concerns, while 77% of the public and 65% of the business 

leaders surveyed in 1988 were willing to accept higher taxes 

for education reforms (Penkalski, 1988). 

Many writers support the fact that all benefit from a 

good relationship with the community, and colleges can 

"accomplish a lot more by cooperating with the local 

community than by fighting with it" ("U. of Illinois," 
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1989). Vaughan (1988, p. 26) agreed when he said "The 

successful college—the college that is true to its mission-

-will squeeze, push, and pull on the mission to make it 

conform to community needs." NACUBO members also said that 

the university should tailor services to meet the needs of 

the community ("Business Competition,11 1988). 

Dressel (1980) further pointed out that the public 

university is not created for the benefit of students, 

faculty or trustees, but rather for the good of society as a 

whole. Apparently colleges, especially community colleges, 

have been fairly successful at this endeavor. A 1989 survey 

of 82 cities by the National League of Cities found 86% of 

city leaders thought relationships with colleges and 

universities were "good" or "very good" ("Town/Gown," 1989). 

In Lace's study (1987), both newspaper journalists and news 

media agreed that a state college or university is an 

important economic asset to the community. Some of the 

beneficial services reported in the literature include: 

1. Providing the resources to build a community's 

upper-end job base for industry (Flores, 1992; 

Clayton, 1992). 

2. Encouraging certain values and attitudes of 

citizens (Pickens, 1989). 

3. Fostering economic growth and intellectual, 

cultural and political vitality (Fischer, 1990). 
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4. Helping resolve problems in the inner-city through 

special programs ("Community College," 1989). 

5. Focusing on community needs when establishing 

programs, as The University of Houston-Clear Lake 

has done (Mills, September 11, 1992, p. 2). 

6. Providing local dispatching for police, fire and 

ambulance services ("U of Illinois," 1989). 

7. Providing technology to link communities and foster 

educational and economic development (Wilson, 

1993) . 

8. Offering clinical services in many areas of health 

care (Brashier, 1987). 

The relationships are not always perfect. Mclntyre 

(1990a) reported that business officers think institutions 

could make better connections. Davenport (1989) pointed out 

that they must be adaptive, creative and quickly reactive to 

changing needs. Washington and Lee University recently paid 

the city of Lexington, VA $40,000 in recognition of the 

institution's drain on city resources after pressure to give 

something back to the community (Mclntyre, 1991a). The 

Tyler, TX Chamber of Commerce stirred up quite a controversy 

over the expansion of the University of Texas at Tyler to a 

four-year institution. They finally voted to support the 

change after a local businessman indicated that the city 

needed a four-year university to attract the kind of 

industry they want (Floyd, 1992). Lace's study (1987) 
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revealed that the opinions of media members was that state 

colleges and universities do not do an adequate job of 

attracting business and industry to Texas. In fact, the 

relationship between businesses and colleges has sometimes 

been tense in recent years. 

The latest controversy began with the 1986 White House 

Conference on Small Business. At the meeting, over 1800 

delegates, representing the small business community 

throughout the United States, voiced their top 60 areas of 

concern to the Congress and Reagan Administration. A wide 

variety of representatives from the service fields, 

manufacturing, retail, wholesale, agriculture and others 

were at the conference. Among the concerns, number three in 

priority of importance was the prohibition of unfair 

competition (Blackman and Thompson, 1987). 

The complaints were against virtually all nonprofit 

organizations, including charitable, educational, 

scientific, religious, social welfare, labor, agriculture, 

trade associations, social clubs, employee benefit 

associations and pension plans (Highlights. 1988). With 

866,000 nonprofit organizations, plus 340,000 churches 

("Higher Education," 1987) raising an estimated $300 billion 

in annual revenue (Turner and Lambert, 1988), the nonprofits 

clearly presented a legitimate concern for small business. 

For-profit businesses felt that tax-exempt corporations 

were becoming more aggressive in undertaking commercial 
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activities while enjoying tax-exempt status under current 

tax laws ("Press Release," 1986). Only about one-fourth of 

the nonprofit organizations were taxed on any of the $300 

billion in income ("Higher Education," 1987). The tax 

exemptions were abused and the resulting economic advantages 

overwhelmed small business competition, according to the 

representatives (Turner and Lambert, 1988). 

Chief among the abusers charged were colleges and 

universities. Among the accusations against higher 

education were: 

1. Discounts. Universities sometimes received 

discounts greater than wholesale discounts 

available to commercial businesses, especially on 

bookstore merchandise ("Higher Education," 1987). 

2. "Halo" Effect. Nonprofits have an image advantage 

because the public has a greater perception that 

the institution is operating for the public welfare 

and it is not driven by a need to make a profit 

("Oversight," 1988). 

The competition issue has been a top priority for small 

business since the 1986 conference. A year after the 

conference, little action had been taken, with the Small 

Business Legislative Council only rating action taken a "C" 

(Collins, 1987). Reducing government-supported competition 

is therefore still an issue. 



75 

At first, higher education was surprised by the charges 

from the small business community. Indeed, it was typical 

for nonprofits to become more entrepreneurial as the 

institutions grew (Sughrue, 1988). Colleges sought revenue 

sources because of rising costs, unreliable other sources of 

income and already high tuition rates (Junker and Cote, 

1989). However, higher education felt abuses of its tax-

exempt status were rare occasions rather than patterns 

("House Subcommittee," 1988). 

Faced with major changes proposed to Congress by small 

business, higher education, led by NACUBO, took a proactive, 

rather than reactive stance ("Caspa Harris," 1988). Several 

legitimate arguments were proposed to allow colleges and 

universities to continue income-generating activities with 

advantages over commercial businesses. 

First, and most importantly, colleges need money just 

to survive. Financial troubles had forced them into 

commercial operations ("House Committee," 1988). Although 

viewed as greedy special interest groups, universities were 

just trying to fulfill their obligations to the nation in an 

atmosphere of declining federal and state government support 

("Caspa Harris," 1988). The alternative would have been 

increases in tuition and fees, "making higher education 

unaffordable to many" ("House Committee," 1988). 

The second argument was that higher education provided 

more benefits to society than did commercial enterprises. 
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For-profits often could not or would not provide services to 

the community that nonprofits could only afford to perform 

with incentives ("New Book," 1989). 

Nonprofits were also more accountable to the community, 

government agencies and the IRS than small businesses 

(Turner and Lambert, 1988). The services they performed, 

therefore, were done with more integrity and society 

benefitted from the efforts. 

Finally, there had been little empirical evidence that 

colleges and universities did, indeed, compete unfairly 

(Turner and Lambert, 1988). A few isolated incidents would 

not justify additional paperwork and major changes in tax 

laws. Higher education therefore argued that any special 

privileges granted to education should be retained. 

Small businesses alleged that higher education was 

invading several commercial areas, such as the following, 

that the small business representatives at the 1986 

conference specified were goods and services (many of which 

are auxiliary enterprises) where university competition was 

felt to be especially strong ("Higher Education," 1987): 

1. Blood banks 

2. Books 

3. Computers 

4. Consulting 

5. Data Processing 

6. Day Care 
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7. Engineering 

8. Food Services 

9. Hearing Aids 

10. Hotels 

11. Laundries 

12. Nursing Services 

13. Plumbing and Electrical Services 

14. Printing 

15. Research 

16. Retail Sales 

17. Testing Laboratories 

18. Taxi and Bus Services 

19. Telephone Answering Services 

20. Waste Hauling 

Later study attacked: 

1. Electricity sales 

2. Facility use for unrelated activities 

3. Parking lots 

4. Share-crop leasing ("Higher Education," 1993) 

5. Sporting events sponsorship by private business 

(Coate, 1992; Gardner, 1992; "Recognition," 1992) 

Some specific cases of abuse include (Turner and Lambert, 

1988) : 

1. University of Colorado at Boulder. Rents 5700 

films to schools and the general public. 
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2. Southwest Research Institute of Texas. Provides 

engineering work and nuclear power inspections. 

3. University of Utah Research Institute. Operates a 

full line of analytical tests relating to 

industrial hygiene. 

4. University of Minnesota. Operates an international 

study and travel service. 

5. University of Michigan. Sells Apple computers to 

students and faculty at a 50% discount. 

Among the complaints, three primary areas of concern 

were repeatedly mentioned ("Higher Education," 1987): 

1. Bookstores - Sales of books, cameras, clothing and 

other items were made to students at a lower price 

than for-profit businesses could offer. 

2. Computers - Computer and software sales to 

students, faculty and staff were offered at prices 

so low that businesses could not compete. The 

lower prices were a result of computer companies 

offering educational discounts to colleges and 

universities. 

3. Health Facilities - Many colleges offered health 

facilities to employees and students. In order to 

"break even," the excess capacity was often sold to 

the public at prices up to 40% below those of 

commercial health clubs. 

The 1986 conference was not the first time that the 
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charge of unfair competition was addressed by Congress. 

Legislation relating to nonprofit organizations dated back 

to the Civil War. Table 11 summarizes those reforms, as 

presented on November 14, 1989 in Memphis, TN to the 

Southern Association of College and University Business 

Officers (SACUBO) by Dr. Caspa L. Harris, Jr., president of 

NACUBO. 

The 1969 and 1986 legislation made only minor changes 

in the law under which nonprofits now report to the IRS. 

Changes were expected with the Tax Reform Act of 1986, but 

the only change was that the UBIT must be estimated and paid 

quarterly (Anderson and Meyerson, 1987). 

Table 11 

Major Legislation Relating to Non-Profit Competition with 

Small Business. 

1863 A corporate tax law of 3% was enacted to raise 

revenue for the war. Volunteer contributions to 

charitable corporations was exempt. 

1894 The Income Tax Act, declared unconstitutional, 

exempted for the first time income raised solely 

for educational purposes. 

1909 Corporate Excise Tax Act was the first statement 

that exempt nonprofit income must go to the 

charitable purpose and not benefit an individual. 
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Table 11 (concl.) 

1913 The World War I Revenue Acts stated that 

1916 charitable, religious and educational profits were 

1918 exempt, even if unrelated. The 1916 legislation 

also exempted holding companies that gave profits 

to charitable corporations. 

1924 The Trinidad Case (Supreme Court Decision), said 

the destination of the income, not the 

origination, became the guideline for exempt 

status. 

1942 The World War II Revision Act saw the Treasury 

trying to overturn the 1924 decision, but Congress 

was too busy with the war effort. 

1943 The Revenue Act required 990 information returns 

from nonprofit agencies, except for instruments of 

the state. 

1947 The House Ways and Means Committee hearings (War 

Recovery) addressed sale leaseback and passive 

income issues. Higher education had no 

representatives at the hearings. 

1950 The Unrelated Business Income Tax (UBIT) is 

passed. 

1969 Rules for borrowing money and elimination of the 

sale leaseback operations. 

1986 The Tax Reform Act is passed. 
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The 1950 UBIT laws (Sections 511-513) were created to 

prevent unfair competition. The law was long and 

complicated, but the main issue was that taxes must be paid 

by nonprofit organizations if ("Tax." 1987): 

1. they are engaged in a trade or business. 

2. the business is regularly carried on. 

3. the business is not substantially related to the 

organization's exempt purpose. 

When approached by the small business representatives 

in 1986, Congress decided to consider the need for change in 

the laws. Not only did they want to prevent unfair 

competition, but they also realized the potential for 

increased revenue to help raise the $5.3 billion to prevent 

Gramm-Rudman spending and budget reductions ("Current," 

1989). As a result, a subcommittee of the House Ways and 

Means Committee, led by Texas Representative J. J. Pickle, 

was created to look into complaints, review the current law 

and make recommendations for improvements. Six days in 

September 1986, during the 100th Congress, were dedicated to 

the problem, and meetings took place regularly through 1989 

("Letter," 1989). 

Several delays prevented a final decision by the 

subcommittee. The Senate Finance Committee asked to review 

the recommendations, but before its final approval, the 

chairman, Lloyd Bentsen, took time off to run for Vice 

President of the US in 1988 ("Work on UBIT," 1988). The 
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resulting change in administration also delayed 

Congressional action. However, considerable work had been 

done, and the following are some of the major proposed 

changes to the law (Pickle, 1989; Frances, J. W., 1988): 

1. Retention of the "Substantially Related" test. 

2. Repeal of the convenience exemption (conducted for 

the convenience of students, faculty and staff). 

3. Taxation of affinity card income (credit cards that 

donate a small portion to the school every time the 

card is used). 

4. Taxation of certain services including: 

a. Veterinary. 

b. Travel. 

c. Continuing education. 

d. Adjunct food sales. 

e. Testing activities. 

5. Allocation of income between exempt and unrelated 

income changes. 

6. Creation of special rules for computer sales: 

a. Only to students. 

b. Statement from faculty that it is necessary for 

class. 

c. Only one computer per student per year. 

d. Sales to no more than half of the full-time 

student body. 

7. Taxation of bookstore sales for items over $15. 
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In response to these changes, according to Harris, 

NACUBO was joined by these associations: 

1. American Association of Community and Junior 

Colleges 

2. American Association of Dental Schools 

3. American Association of State Colleges and 

Universities. 

4. American Council on Education 

5. Association of American Medical Colleges 

6. Association of Catholic Colleges and Universities 

7. Association of Community College Trustees 

8. Association of Jesuit Colleges and Universities 

9. Association of Urban Universities 

10. Council on Independent Colleges 

11. National Association for Equal Opportunity in 

Higher Education 

12. National Association of College Stores 

13. National Association of Independent Colleges and 

Universities 

14. National Association of State Universities and 

Land-Grant Colleges 

to request additional consideration from the standpoint of 

higher education because they could have a "negative impact 

on legitimate educational and research functions undertaken 

by colleges and universities (Pickle, 1989). 
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The issue remained dormant in 1990 ("Deficit," 1990) 

and 1991 ("Washington," 1991) but the issue continues to 

come up when legislators discuss sources of revenue (SACUBO, 

1992) . The date of final recommendations may be uncertain, 

but with the exempt organization issue being examined for 

the first time in 20 years, and no major changes in 40, 

"some change is inevitable" ("Higher Education," 1987). 

As House Representative Richard T. Schulze stated 

"There are abuses in college bookstores and universities," 

and suggested that institutions "clean house and eliminate 

obvious examples of abuse" ("UBI Law, 1988). In Memphis, 

Dr. Harris agreed, urging everyone to file a Form 990 or 

990-T, even if no taxes were due. 

Dr. Harris also encouraged the discontinuance of 

clearly unfair competitive practices. He cited examples of 

universities who opened several gas stations under the 

university name, driving small stations out of business. 

Another school sold ice cream to students, undercutting a 

store that had operated across the street for years, also 

closing the ice cream store. At a NACUBO Forum in 1988, 

Frank Swain, Chief Counsel for Advocacy for the US Small 

Business Administration, summarized the problem bluntly when 

he said "You say you are friends of the small business 

community. If you are, how can you turn around and bite us 

on the rear end?" (Mclntyre, 1988). 
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Thus, institutions and states began setting policy to 

prevent unfair practices at universities. An excellent 

example of such a policy was prepared by the University of 

Wisconsin. It established a competitive review committee to 

evaluate all major new competitive activities and pricing 

strategies ("Business Competition," 1988). 

All institutions should anticipate and write down 

strategies, objectives and anticipated oppositions; then 

decide on courses of action (Losher and Miller, 1983). 

Whatever the venture, Harris suggests that if the 

administrators are not willing to sit down with 

representatives of the small business community and work out 

the problems, more restrictive legislation and taxation will 

result ("Caspa Harris," 1988). 

From the beginning, three possible solutions were 

discussed, (1) cooperation and communication, (2) stronger 

UBIT laws and (3) new UBIT laws. Each interest group has 

its own ideal solution. 

Small business does not think communication is enough. 

They would prefer that nonprofits not engage in any 

profitable activities; but if they do, they should be taxed 

heavily (Turner and Lambert, 1988) . A small business 

lobbying group even drew up a Model Unfair Competition Bill 

in 1990 ("Model Law," 1990). 

The IRS does not want the additional paperwork of 

requiring everyone to file a return. Small business is 



86 

pushing them to require returns from all nonprofits, even if 

no tax is due. The IRS would prefer strengthening existing 

laws and stepping up audits of nonprofits ("Caspa Harris," 

1988; "Knock, Knock," 1988; "IRS Plans," 1992). 

The states want to create their own legislation to 

protect their public colleges from federal intervention. 

California courts prohibited 107 community colleges from 

selling books in bookstores that were not required for 

classes ("California Court," 1989). However, the decision 

was later overturned in appeals court (Marin, 1990). Iowa 

passed an unfair competition bill for government agencies in 

May 1988 ("States Join," 1988). The University of North 

Carolina ceased the sale of greeting cards, stuffed animals 

and novelty items ("UNC," 1989) and Illinois forbid selling 

such items on credit ("Illinois Law," 1992). However, 

similar laws in Kentucky failed to pass the Senate in 1988 

("Kentucky," 1988) and a North Dakota bill was defeated in 

1991 ("More States," 1991). Legislation did pass that year 

in Ohio and Louisiana ("More States," 1991) and in 1992, 

similar legislation was being considered in Virginia, 

Hawaii, Maryland, Colorado, Wyoming and New Hampshire 

("State Legislatures," 1992). 

Congress and the federal government anticipate 

additional revenue from UBIT laws and would certainly like 

to pass them. Even the postal service sought to charge 

nonprofits more for mailings ("Postal Service," 1989). 
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Of course, higher education and their associations 

think communication and cooperation are the best solutions. 

They showed good faith through the creation of an advisory 

report outlining UBIT requirements, articles in the NACUBO 

Business Officer journal and information dispersed at 

conferences and workshops (Pickle, 1989). In July 1987, 

they issued a Policy Statement and Guidelines on Educational 

Business Activities of Colleges and Universities ("Policy," 

1988) . 

Just the threat of UBIT legislation has resulted in 

cooperation between business and higher education (Dozier, 

1989; Bookman, 1990). Eastern Kentucky University made an 

agreement with local business groups to set up their own 

Town and Gown Committee that investigates alleged cases of 

improper university activity and attempts to resolve 

differences (Dozier, 1989). 

Privatization 

A concept closely related to the community relations 

issue is the trend toward privatization in higher education. 

Privatization is allowing private companies to operate 

certain government services (Campbell, 1992), and it 

involves at least two aspects—alliances between education 

and industry and contracted services. Both are quite 

controversial. 
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The question asked most often is if colleges make 

alliances and contracts with private industry for strictly 

monetary reasons during hard times, will they later regret 

the control that is lost and the dependence upon the 

companies? Will they be restricted in the work they can do 

toward the educational mission? (Carnegie, 1982). 

As far as partnerships with industry are concerned, the 

writers do not agree on the answers to those important 

questions. As far back as 1984 (El-Khawan, 1985), over half 

of the public doctoral institutions either had joint 

programs with industry, or were considering them. 

Several authors report reasons that this practice is 

eroding American universities and the values for which they 

stand. Nicklin (1993b) reported about institutions that 

were "signing away their academic souls" to make lucrative 

deals with drug companies. Some say the commercial aspect 

soon outweighs the scientific goals (Blum, 1992; Cordes, 

1992b), while Yudof (1992) criticized the fact that it 

creates haves and have-nots at the same institution, because 

not all disciplines lend themselves to marketable research. 

The institution's administrators must question how much 

control they are willing to give up for money to see them 

through hard times, or they might end up "producing and 

selling information to the highest bidders" ("Editorial," 

1990). Joseph E. Nechasek, Dean at the University of 

Bridgeport, said "financing is controlling" (Leatherman, 
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1992) and it could mean peril to the integrity of higher 

education the way connections between church and state did 

in the past (Carnegie, 1982). 

Neuhoff (1990) described sponsoring, that is, donating 

with strings attached or with a return expected on 

investment. Not surprisingly, then, private research 

institutions received most of the voluntary contributions in 

1990-91 with 35% or $3 billion, followed by public research 

institutions with 32.5% ("Donations," 1992). Corporations 

gave $2.43 billion of those amounts in 1991 (Blumenstyk, 

1992b). A Carnegie Report ("The 1980's," 1989) revealed 

that of all voluntary support, corporations gave only 11.5% 

in 1950-51, but 21.4% in 1986-87. At such levels, the 

colleges may become dependent on the contributions from 

business and industry. Suggestions such as Bush's proposal 

to allow tax credits for corporate-sponsored research could 

escalate the problem ("Two Bush," 1990). In 1992, there 

were four times more patents issued to universities than in 

1980, most (126) going to the Massachusetts Institute of 

Technology (MIT) (Blum, 1993). 

On the other hand, Chmura (1987), Rand (1989) Herron 

(1989) and others describe successful experiences with joint 

ventures and shared resources. Table 12 summarizes some 

relationships between business and universities. Ronnie 

Dugger, in Our Invaded Universities saw private support as a 

way the people (those attending public institutions) could 
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Table 12 

Higher Education Ventures with Business and Industry. 

1. Contracting with business and industry regarding 

employee training needs (Freeman, 1967; Campbell, 

S. D., 1982; Davenport, 1989; Moebius, 1989; Jaschik, 

1992c). 

2. Restoring ancient books, naming the sponsor as patron 

(Neuhoff, 1990). 

3. Providing eguipment or manpower for research by the 

corporation (Neuhoff, 1990). 

4. Renting facilities to businesses (Lajoie and Bernard, 

1986; Neuhoff, 1990). 

5. Joining ventures for real estate development (Junker 

and Cote, 1989) . 

6. Charging fees for doing library research for business 

at Purdue ("Purdue," 1992). 

7. Considering the creation of for-profit companies at the 

University of California to manufacture and market 

products based on university research ("UCal," 1993; 

Lively, 1993c). Research Corporation Technologies is a 

nonprofit company that helps researchers bring 

discoveries to the commercial market (Blum, 1993). 

8. Providing counseling at a juvenile detention center by 

a Valencia Community College criminal justice professor 

(Blumenstyk, 1992e). 
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Table 12 (concl.) 

9. Offering many programs for public schools, local 

citizens and businesses at Pacific Lutheran University 

where there motto is "Educating for Service" (Wills, 

1992) . 

10. Developing on-site programs for workers at the Mall of 

the Americas in Minneapolis by area colleges and 

universities ("ACE Campus," 1992). Michigan 

universities offered undergraduate courses at mall 

locations (Cage, 1990). 

11. Studying broadcasts for classroom learning by Whittle 

Communication's Channel One at the University of 

Michigan, including the debate over commercial 

announcements (Toch, 1992). 

12. Providing consultants (Verry and Davies, 1976). 

13. Offering technical assistance and technology transfer 

to keep industry competitive (Chmura, 1987). 

14. Supporting entrepreneurship and new business 

developments through incubators and research parks 

(Chmura, 1987). 

obtain the opportunity to become as enlightened as the 

wealthy (those attending private institutions (Mark, 1992a). 

By the end of the 1980's, most states had created grant 

programs for university research with commercial potential; 



92 

however, in light of new economic problems, the emphasis has 

recently switched to helping small businesses and creating 

jobs (Blumenstyk, 1992b). The American Council on Education 

(ACE) encouraged universities at its 1991 conference to seek 

outside work, including faculty consulting and research 

("Meeting," 1991). 

Bock and Sullins (1987) emphasized that it only works 

well when the institutional needs are matched with the self-

interests of the corporation. S. Powell (1984) suggested 

that the health of the US economy is linked to such 

partnerships and activities like: 

1. business and campus personnel exchanges. 

2. industry-funded research and development. 

3. education-supported research and development. 

4. consortia between business, education, labor and 

finance. 

Logan and Stampen (1985) suggested that institutions 

establish policies for university-industry programs. Such 

agreements require a trade-off. S. Powell (1984) explained 

that they require the sensitivity of both parties that their 

roles are different in society, and that the ventures will 

present problems as well as opportunities. Similarly, a 

special report in Business Week ("Business," 1982) found 

that colleges get funds, industry gets talent, but, 

nevertheless, academic freedom may suffer from university-

business partnerships. 
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Conflicts of interest can arise in research if the 

researcher also accepts money, such as honoraria, from the 

corporation (Cordes, 1993). Alewell (1990) suggested that 

private funding should only be accepted if: 

1. it does not hinder the creativity and flexibility 

of research and teaching, and 

2. it does not reward or give incentives for results 

or pay contingent upon results. 

Because of the low public tuition rate, Texas has not 

experienced as much dependence upon privatization 

(Blumenstyk, 1992c). The University of Texas Southwest 

Medical Center received major gifts by building close 

relationships with local business people and socialites 

(Nicklin, 1992c), but mostly as a result of its fine 

reputation for research rather than for what it could do for 

the businesses. Southwestern Bell gave Lamar University-

Beaumont a $75,000 grant to create the Minority Scholars 

Institute to help minority high school students succeed 

(Deggs-Cariker, 1992). Southwest Texas State University got 

involved in the Central Texas Citizens Education Project, 

designed to tell the community the importance of an educated 

and technically-trained workforce (Lott, 1992). Both the 

University of Texas and Baylor designed technical advances 

for industry (Atlas, 1993). The University of Texas at 

Brownsville is developing engineering programs to aid 

economic development along the Texas border (Fuentes, 
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1993a). The University of Houston set up partnerships with 

Tenneco and the Houston ISD to increase retention and 

enrollment (Mills, October 29,1990, p. 4). The University 

of Texas helped NASA ("Think Tank," 1993) and A & M helped 

Russian agriculture ("A & M," 1993). West Texas State's 

president Barry Thompson (1992) denounced, however, 

privatization as a wave of the future because it would 

hinder the development of an enlightened society of "the 

thinkers, the tinkerers, the dreamers, the children." 

Perhaps the most obvious evidence of the possible 

consequences of outside support was the battle for control 

between Baylor trustees and Texas Baptists, forcing a vote 

to cut ties with the church (Jarboe, 1991). 

Contracted auxiliary services have often proved 

successful financially, but with the same reservations about 

loss of autonomy. Most of the literature supports the 

theory that contracting for services can be more profitable. 

Hackett (1992) said service requirements are more efficient 

and cost effective through privatization, and Drucker (1991) 

agreed that outside contractors provide productivity needed 

in service areas. Anderson and Meyerson (1987) suggested 

that nationwide companies have lower unit costs and the 

larger volume results in savings passed on to the 

institution. Denton and Wertz (1990) cite other advantages 

such as: 

1. solutions to mismanagement. 
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2. guaranteed income. 

3. national management skills. 

4. buffer for complaints. 

However, they also explain possible disadvantages that may 

include: 

1. high costs to students. 

2. less personal attention. 

3. loss of control. 

4. contractual relationships that may not be flexible. 

Nevertheless, the popularity of contractual services is 

growing as budgets decrease. Servicemaster, a leader in 

educational management services, provides grounds and 

landscape management, custodial services, plant operations 

and maintenance, food management, maintenance insurance and 

pest control. Richard M. Barron (1992), Vice President for 

Marketing at Servicemaster, noted that universities usually 

start with one service and come back to them for more 

because they are more efficient and schools do not have to 

pay the high cost of labor and benefits. One university 

even requested that they begin to operate university 

housing. Marriott boasted that it has saved money and 

improved food services in over 400 colleges and universities 

("A Pattern," 1993). Daka, providing food services at Clark 

University, offered a money-back guarantee if students were 

not satisfied with their food and service ("Trends," 1990). 
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Steve Ledford, Director of Marketing for Wallace's 

Bookstores, cited advantages such as computerized systems, 

proven store designs and professional management from their 

operations. Reynolds (1991) suggested that laundry 

facilities be considered for contracting and some schools 

also are looking into contract computer services (DeLoughry, 

1993a). 

Higher education has addressed the issue and the 

concerns. At NACUBO's 1992 annual meeting, dozens of 

contractors exhibited their services ("Nearly 70," 1992). 

In 1982, NACUBO prepared the publication Contracting for 

Services. with guidelines for choosing services and 

preparing contracts. According to Scott (1984), the 

institution should evaluate: 

1. the company goals. 

2. the congruence of those goals with the 

institutional goals. 

3. the efficiency of the use of resources. 

4. how activity takes place. 

5. the degree goals are attained. 

Rose and Gale (1991) suggested that rent based on a 

percentage of sales be included in the lease agreements for 

auxiliary operations. The 30 organizations of the Council 

of Higher Education Management Associations (CHEMA) hired 

the accounting firm of Coopers and Lybrand to perform an 

independent study of privatization vs self-operation 
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(Cox, J., 1992; Mclntyre, 1992). The Mississippi 

legislature recently proposed bills to create a State 

Commission on Privatization and to return any savings 

resulting from contract services to the taxpayers ("States 

Considering," 1993). 

Some examples of contracted services in higher 

education include, according to the newsletter of the 

National Association of College Auxiliary Services (NACAS 

News, 1992) : 

1. Marriott entered an agreement to offer Subway 

Sandwiches at college locations. 

2. An express Kentucky Fried Chicken window opened at 

the State University of New York (SUNY). 

3. Clemson, through ARA Food Services, offered eight 

fast food operations for chicken, pizza, Mexican 

and Italian food and sandwiches. 

Those auxiliary services still operated by the 

institution, in an effort to avoid privatization, 

continually improve their operations to remain competitive. 

Vanderbilt changed their food services to a "Munch-A-Teria" 

format, offering light meals at all hours, the way many 

students prefer to eat ("Vanderbilt," 1990). Miami 

University installed a take-out window and the University of 

Pennsylvania offered more chicken dishes when students rated 

it as their number one choice (NACAS News. 1992). Before 

introducing new entrees, Penn State University, The 



98 

University of Maryland and Texas A & M use student taste-

test panels for advice CNACAS News. 1992). The National 

Association of College Stores (NACS) published Turning 

Points: Six Critical Challenges for College Stores, that 

encourages store managers to address (1) custom publishing, 

(2) computerization, (3) nontraditional students and student 

diversity, (4) competition and financial pressures, (5) 

management systems and (6) management styles to avoid take-

over (Shapiro, 1992). 

Texas has had some experience with privatization of 

contract services. The University of Texas at Arlington, 

wanting to expand from being a commuter school, sought 

private investors to build and manage on-campus housing 

(Black, 1992a). When Texas A & M turned over its campus 

bookstore operations to Barnes and Noble, annual revenue 

increased from $200,000 to $1.4 million (Hooper, 1993). At 

Texas Woman's University, when food services were contracted 

out to Marriott, students were generally happy with the 

change (Waddle, 1992b) and the operations became profitable 

for the first time in years; however, the transition created 

many food service personnel problems (Stewart, J., 1992). 

As mentioned earlier, the State Auditor's Office plans to 

evaluate privatization, and, in addition, State 

Representative Smithee set up a panel to study the issue and 

report to the legislature (Campbell, K., 1992). Contract 
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services may not always be a good alternative, and should 

probably be decided on a case-by-case basis. 

Business Ideas 

Just as the academic community may sometimes oppose 

financial support from business, so do they often resist the 

application of business practices to university management. 

Kashner (1990) explained when he said "traditionalism is 

often antithetical to change." Higher education is based on 

tradition. Rollin (1989) further argued that academic life 

has unique properties and a college president is not like a 

CEO, students are not like customers, faculty are not merely 

employees and profitability cannot be measured. 

Most of the literature, however, recognized that good 

business sense is necessary for the survival of the 

institutions. J. S. Anderson (1984) compared the situation 

to the cobbler whose children have no shoes. She explains 

that the great management theories were developed in 

universities, but few college administrators apply the 

principles of McGregor, Herzberg, Maslow or Drucker. The 

public, however, is tired of tuition increases and is now 

questioning the efficiency of higher education (Schaffer, 

1991) . 

Fecher (1985) stated it as follows: 

Being businesslike in higher education simply 
means that an institution uses its resources in 
the most efficient and effective manner possible 
to achieve the best teaching, the best research, 
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and the highest level of public service...[its] 
purpose is not to turn the college into a business, 
but to make it the best college it can be. 

A study by college leaders ("Double Trouble," 1989) 

concurred that colleges should not have special privilege to 

abandon good business practices. A review of the literature 

reveals three areas, borrowed from the corporate arena, that 

are most applicable to the administration of auxiliary 

enterprises in higher education—(1) strategic management, 

(2) entrepreneurship and (3) total quality management. 

Strategic Management 

Strategic Management is a process dealing with the 

entrepreneurial work of the organization, renewal and 

growth, and development and utilization of strategy to guide 

the organization's operations (Schendel and Hofer, 1979). 

It encompasses more than just strategic planning, which is 

the rational analysis of opportunities offered by the 

environment, the strengths and weaknesses of the firm and 

the selection of a match (strategy) between the two that 

best satisfies the objectives of the firm (Ansoff, Declerck 

and Hayes, 1976). 

Port and Burke (1989) recognized the need for all 

higher education institutions to become familiar with the 

disciplines of simple business planning and cited a 1985 

Jarratt Report that most universities were not involved in 

strategic planning. Instead, Charles Anderson's study 
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(1985) found that 70% of the colleges and universities 

surveyed concentrated on long-range planning, program 

reviews and cash management. Takeuchi's (1984) interviews 

revealed that administrators were not always committed to 

planning. Selden (1988, p. 1) agreed when he said 

"administrators of higher education have been able to muddle 

through one institutional crisis after another by the brush-

fire approach," and he went on to say they "can benefit from 

the same management principles that guide profit-making 

corporations." 

Some schools recognize this when they appoint leaders 

such as The University of Texas' President Bill Cunningham, 

who was chosen more for his business expertise than for 

academic skills (Jennings, 1992). Tougaloo College, a black 

school struggling to survive, used strategic planning to 

attract new funds (Jaschik, 1991a). Cavanaugh (1990) 

suggested that strategic thinking must start at the top, 

with the board. 

Since the first American college, Harvard, opened its 

doors in 163 6, US higher education has practiced a 

traditional, hierarchical management style. Prior to 1950, 

there was no need for business strategy. Academics simply 

went about their business teaching, and any deficit was made 

up by the government, the church, or private donors (Ansoff, 

1979). Any effort for strategic change was often resisted 

by colleges and universities. Although higher education 
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began experimenting with strategic planning in the early 

19801s (Jones, 1990), McMillen and Nicklin (1992) report 

that conservative management is still being promoted at some 

schools. 

Strategic management is an important concept that 

business has employed with considerable success. Some of 

the payoffs of corporate planning include the assumptions 

that it (Hardy, 1972): 

1. gives direction to the organization. 

2. coordinates efforts. 

3. maximizes limited resources. 

4. provides measurement indices. 

5. improves public relations. 

6. enriches involvement of volunteers. 

7. improves management practices of staff. 

8. improves staff morale. 

9. increases foresight of future needs, while it 

reduces crisis management. 

Mclntyre (1990a) agreed that it motivates staff, helps them 

develop skills and assists them in buying into the mission. 

Some of the writings link strategic planning to other 

management issues such as physical and academic planning 

(Brase, 1987), forecasting (Marsee, 1988), budgeting (Gates 

and Brown, 1987; Cunliff, Martin and Mounce, 1993) and 

accreditation self-studies (Cosgrove, 1989). Marsee (1989) 

criticized that "Colleges and universities have lacked the 
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confidence and ability to breathe tactical life into 

strategic plans." 

The Texas legislature required strategic plans from 

every state agency in 1992 (West, F., 1992) and the 

Coordinating Board, Legislative Budget Office and Governor's 

Budget Office discussed the relationship of performance-

based funding to those plans at a May 6 Coordinating Board 

Workshop. 

It is not yet clear as to how beneficial the plans will 

prove to be to the institutions. Felton West (1992b) said 

the Texas requirements were a total waste of time. 

Nevertheless, certain aspects of strategic management 

processes should be useful to auxiliary enterprises, which 

tend to be more like small businesses than government 

agencies as a whole. Mclntyre (1990a) said that if changes 

could mirror those of the corporate world—in which more 

effort is spent on managing time and interacting with 

people—auxiliary enterprises in higher education could be 

more efficient and profitable. 

A great deal of literature about strategic management 

included the same basic elements of the process. No single 

model already developed applies completely to auxiliary 

enterprises because most were developed for (1) an entire 

organization, not just one area and (2) an organization in 

which the primary goal is profit, not service to the 

students. Nevertheless, Table 13 illustrates the elements 
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of strategic management most applicable to auxiliary 

enterprises, and a discussion of each of the elements 

follows, according to a review of writers on the subject, 

relating to the administration of auxiliary services and the 

development of strategic plans for them. 

Table 13 

Elements of Strategic Management Applicable to Auxiliary 

Enterprises in Higher Education. 

I. GOAL FORMULATION 

II. STRATEGIC ANALYSIS 

A. INTERNAL ENVIRONMENT 

B. EXTERNAL ENVIRONMENT 

III. STRATEGY FORMULATION 

IV. STRATEGY IMPLEMENTATION 

A. ORGANIZATIONAL STRUCTURE 

B. STRATEGIC PLANNERS 

C. BUDGETS 

D. FORMAL PLAN 

V. STRATEGY EVALUATION 

A. ASSESSMENT 

B. CONTROL 

GOAL FORMULATION. In order for any entity to plan 

effectively, it must know the direction it wants to take. 
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Auxiliary services are no different than any other business 

in the need to define its purpose. A good first step in the 

strategic management process, therefore, is to set up a 

mission statement—the goal structure in which an 

organization tries to move (Schendel and Hofer, 1979). 

Higher education auxiliary services must operate under the 

auspices of the university mission. Typically, such a 

mission will concentrate on providing education quality for 

students as well as research and public service. The 

auxiliary services provide support toward those goals and 

can set up its own mission statement. 

In preparing such a statement, it is important to ask 

such questions as: 

1. What is our business? 

2. Who is our customer? 

3. What is the value of the customer? 

4. What will our business be? 

5. What should our business be? 

A university bookstore knows that the primary purpose 

of its existence is to provide textbooks to students. But 

should the mission stop there? The visual images of all 

aspects of the institution reflects in a tangible and direct 

way the ideals and values of the institution. Therefore, 

the questioning should dig deeper to inquire (Brase, 1988): 

1. What images are valid expressions of our ideals and 

character? 
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2. What do we value as symbols of special 

significance? 

3. What are our most prized assets? 

The mission of the university is not likely to change 

as much over time as is that of the corporation. However, 

there are other complications. "Any complex organization 

has multiple goals, and the universities and colleges are no 

exception" (Richman and Farmer, 1974). Therefore, each 

entity must define its own goals, in relation to the overall 

institutional mission. 

Business strategies for goal setting do not necessarily 

apply to auxiliary services. Responses to the questions 

asked above point out some of these differences: 

What is our business? The reason for the business is 

probably the most significant difference between a 

corporation and the auxiliary service. The university 

bookstore may look similar to a retail bookstore, the dorm 

may resemble a hotel and food services may emulate 

restaurants. However, the corporations will list making a 

profit for the stakeholders at the top of its goal 

priorities. Auxiliaries, on the other hand, are there to 

provide service. 

Richman and Farmer (1974) point out that not having a 

money-oriented goal structure results in at least two 

significant problems for nonprofit entities. First, because 

they provide such noble services to society as education, 



107 

truth and knowledge, it is often assumed that there should 

be infinite funding for them. Secondly, it is hard to 

quantify such outcomes as educational quality. "In 

universities, making money is only a secondary reality—a 

means rather than an end" (Wasser, 1990). As a result, 

defining what goals the service hopes to achieve may prove 

difficult. 

Who is our customer? In the business world, much of 

the firm's success is attributable to its ability to satisfy 

the needs of its customer (Morrell, 1989). Only by knowing 

the characteristics of the customer, can the needs be met 

effectively. Business customers generally come from any 

segment of society—local, regional, national or global. 

The company produces a good or service and then tries to 

identify all of the markets to which it can sell its goods. 

College and university auxiliary services also need to 

identify who it serves. Primarily, they serve the students, 

who are not their products, but their customers 

(Kidd,1990). Also served may be the faculty, staff and 

local community, but it would be undesirable to seek 

customers far beyond that group. Additionally, it would be 

unlikely that many others would come to the university for 

its products. 

What is the value of our customers? In business, the 

customer is generally important only so far as profits are 

concerned. The happiness of the customer is considered 
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relative to repeat sales. Customers have the power to make 

or break a corporation, therefore, their value is 

considerable. 

However, business does have the advantage of having an 

almost limitless supply of potential customers. The 

university auxiliary enterprise is not so fortunate. There 

are few customers other than the students, and their 

happiness with the services may influence their desire to 

continue at the school. Occasionally, faculty, staff, 

parents and visitors may use the facilities, but it is the 

student that must be impressed. 

What will our business be? One of the important 

characteristics of strategic management as opposed to any 

other type of planning process is a futuristic outlook. In 

fact, in a recent poll of 7500 managers nationwide, their 

third-highest qualification for effective leaders was 

thought to be "forward-looking" (Kouzes and Posner, 1990). 

In the corporate world, management must look to the 

future to assure continued growth and to seek out 

possibilities for expansion. Most products go through a 

typical life cycle as explained by Hellriegel and Slocum 

(1986, p.268)—introduction, growth, maturity, decline and 

termination. In order to continue in existence, plans must 

be made before the product or service reaches the 

termination stage. The future of business might include new 

product lines, diversity into other businesses or further 
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development of existing products. In any case, the 

direction of the company should be identified, despite the 

fact that uncertainty might change those goals. 

In auxiliary services, the business will generally be 

the same in the future. The bookstore might add product 

lines, but textbooks (in some form) will probably be the 

priority. It is still important to look forward, however, 

but more so in a way that will assure continued service to 

students, such as keeping up with technology. 

What should our business be? The corporation, no 

matter how successful, will usually seek to be more 

profitable. There are other ideals—more efficient, more 

socially conscious, more prestigious—but profits are the 

reason for existence. 

Because auxiliaries serve only one market, and because 

they only support a higher goal (education), profits are not 

the primary concern. Between 1980 and 1988, the average 

cost of attending college rose by over 80%, while student 

aid programs rose only 24.3% (Flint and Bacon, 1990). 

Students were forced to endure similar increases in food, 

housing, books and other services to the point where it is 

becoming unavailable to many. Auxiliaries, therefore, have 

to consider ways to increase the number of sales and to 

reduce the costs, rather than continue to increase prices. 

What image do we want to portray? American business 

tries to present an image of success and quality. Consumers 
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generally prefer to purchase goods and services from a 

company with a good image. The image changes over time and 

is modernized periodically to reflect the attitudes of 

society. 

Likewise, the image of the college or university is 

important. Prestige, pride, good faculty and healthy climate 

have been identified as admirable qualities in higher 

education (Richman and Farmer, 1974). However, the image 

might also be more traditional, in many cases. The 

university image brings to mind Georgian architecture and 

ivy-covered walls. Auxiliary services should also reflect 

the traditions, in order to fulfill the expectations of 

students, parents and alumni. 

Goals, therefore, serve many purposes and are important 

to any enterprise, including auxiliary services. King and 

Cleland's (1978) reasons for setting goals include: 

1. ensuring unanimity of purpose. 

2. providing a basis for motivation. 

3. developing a standard for allocating resources. 

4. setting the climate of a businesslike operation. 

5. serving as a focal point for employee 

identification with the firm. 

6. facilitating task assignments. 

7. providing a means of assessing cost, time and 

performance. 
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There are, however, also potential pitfalls of goal 

setting (Locke and Latham, 1984) that include: 

1. excessive risk-taking. 

2. increased stress. 

3. failure. 

4. goals becoming ceilings. 

5. nongoal areas ignored. 

6. short range thinking. 

7. dishonesty and cheating. 

In order to achieve these desired results, the goals 

must be articulated well, or it will inhibit detailed 

planning (Batten, 1969; Anthony and Young, 1984;). With a 

clear goal statement, an organization can go on to the next 

stage of the strategic management process. 

STRATEGIC ANALYSIS. There are two basic elements of 

strategic analysis that Port and Burke (1989) suggested 

could be answered with the following questions: 

1. What is the organization like? What are its 

strengths and weaknesses? 

2. What is the environment like? What are the 

opportunities open to the firm? 

They suggest addressing these questions as a group exercise 

of senior managers, therefore focusing attention to 

important issues often neglected in daily operations. 

Internal Analysis. It is often difficult to 

objectively evaluate a manager's own business. There needs 
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to be a great deal of input of actual facts before they can 

be effectively analyzed for trends, leading to accurate 

forecasts. General Electric used an innovative approach to 

gather such information. Their unique program, called 

"Workout," allows all 300,000 employees to bring any 

concerns to management "with promises of no retribution and 

immediate feedback" (Potts, 1990). 

Similar programs are apparent in higher education 

auxiliary enterprises. One university president visited the 

residence halls in the evening to get input from students 

about their needs and problems (Sparks, 1990). 

As each area is evaluated, it should be identified as a 

strength or weakness in the specific organization. What 

might be advantageous to one, might be detrimental to 

another. The corporation, being profit-oriented, usually 

rates itself on how good the product is and how well it 

sells. Areas such as price, distribution and business 

diversity are important. 

Auxiliary services, on the other hand, are not as 

concerned with these issues. Price, as discussed above, 

must be kept as low as possible. There are few distribution 

questions because the services are located on campus, in 

most instances. Business diversity is not even an issue. 

Each auxiliary stands alone and would rarely even be allowed 

to enter into other ventures. Occasionally, there is some 

diversity on a small scale. For example, campus food 
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services might begin catering services, usually for campus-

based events. These ventures can be quite profitable, and 

should be analyzed, if applicable. There are many areas 

that do, however, apply to auxiliary enterprises, including 

tradition, budgets, facilities, management hierarchy and 

cost control. 

Tradition. Probably in no other industry is tradition 

as important as in higher education. The organization and 

management of institutions has not changed much in over 900 

years, and dismantling the "Ivory Tower" would be difficult, 

if not impossible (Wasser, 1990). Auxiliary services must 

somehow function in this atmosphere, without unduly 

disturbing it. Effective strategic management is committed 

to change and improvement, but any manager in higher 

education must be aware that the innovations might not be 

greeted with open arms. Changes occur more slowly than in 

business. Tradition would probably be considered a weakness 

for most schools in the strategic management analysis, as 

far as it relates to the success of the auxiliary 

enterprise. 

Budgets. Considering the financial crises in higher 

education discussed earlier, it would be expected that the 

budget would also be a weakness for auxiliary services. 

This is not necessarily the case. In the past decade, a 

greater portion of the institutional budget has been 

allocated to noninstructional secondary support activities 
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(Marsee, 1989). Marsee suggested a review of historical 

patterns to determine if there has indeed been a shift of 

resources, which could be a strength for auxiliaries. 

Facilities. The physical character of all areas of the 

campus will establish visual messages that should express 

its academic values. Talking with leading faculty is a good 

way to learn about the institution's ideals and values 

(Brase, 1988). In such a way, the facility can be designed 

to best serve the needs of the college, and thus its 

students. Even the design of the building can enhance 

support services. In all areas, there should be "an 

emotional atmosphere conducive to learning" (Dierdorff, 

1989) . Housing might especially be concerned with this 

element. Analysis of the facility as it relates to the 

institutional mission will help determine if it is a 

strength or weakness. 

Management Hierarchy. Unlike the manager of a 

business, the auxiliary enterprise manager is not really the 

final authority. The manager often reports to the vice-

president for fiscal affairs or student services, who 

reports to a president or chancellor, who reports to a board 

of regents or trustees. Therefore, any management decision 

is subject to review. Among the drawbacks of this system is 

the dependency relationship on superiors, top-down decision 

making and communication, centralized planning and 

coordination and authoritarian and intrusive management 
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(Bilik and Blum, 1989). Advantages include the special 

expertise of the vice presidents, which will be discussed 

later. Depending on the administrator, hierarchy can be a 

strength or a weakness. 

Cost Control. In a survey of 126 presidents of private 

colleges which had recently experienced financial crises, 

eight of the top twelve factors to overcome the problems 

were designed to generate more revenue—thus reinforcing the 

premise that colleges are often unwilling or unable to cut 

expenses (Hamlin and Hungerford, 1989). Higher education is 

now looking at corporate management procedures for cost 

control. NACUBO reported in its February, 1988 issue of 

NACUBO Business Officer that the University of Virginia had 

hired a cost analyst to review costs in its dining services, 

similar to reviews done in other industries. It is expected 

to be a model for other institutions. Similarly, NACS 

joined as a group to reduce the processing charges for 

credit cards used in bookstores, resulting in a savings of 

2% of sales ("NACS," 1990). The extent of cost control can 

be either a strength or a weakness for auxiliary 

enterprises. 

The internal analysis is a very important step and will 

require considerable time, thought and objectivity. 

However, it is necessary in order to coordinate efforts with 

the analysis of the outside environment. 
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External Analysis. It is not enough to just understand 

the workings of one's own business. A key element in 

strategic management is to look at what is going on in the 

world, anticipate future occurrences, and develop strategies 

to react to them. As Peters and Waterman (1982) pointed out 

in their classic work, In Search of Excellence, the most 

successful companies are those that respond to change in the 

environment. A strategic plan examines the future— 

generally no more than 10 years—of the environment in which 

the firm operates (Morrell, 1989). 

However, in a recent Carnegie Foundation study (Boyer, 

1986), it was revealed that there is a disturbing gap 

between the college and the outside world. The isolation 

has been detrimental to the effective operations of the 

university. This attitude is also evident in auxiliaries, 

many of which operate exactly as they have for decades. 

Management must find solutions for "the past failure of 

colleges and universities to view themselves as social 

institutions interacting with various external environments 

(Gates and Brown, 1988). Fife and Goodchild (1991) 

encouraged administrators to understand both individual and 

societal forces. As Marsee (1989) put it: 

To undertake financial planning without understanding 
the environment would be like attempting to navigate 
a ship through dangerous waters with a chart but no 
idea of existing location. 

The corporation faces many external challenges. Trends 

and forecasts of future events are often so vital that 
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professional environmental scanners and analysts are 

employed. The Pflaum and Delmont (1985) study of external 

scanning found it to be a useful tool when scanners have 

different backgrounds and they use a variety of sources for 

information. Hearn and Heydinger (1985) also promoted 

external scanning for university management, but noted eight 

constraints on the process that include: 

1. autonomous departments. 

2. vague goals. 

3. contested goals. 

4. bias for knowing, thinking intuition is better. 

5. unresponsive areas. 

6. resistance to change. 

7. time and costs. 

8. turbulent environment. 

Some issues, such as threats of mergers and 

acquisitions, or collective bargaining problems, would not 

be applicable to auxiliary services. But there is a variety 

of areas that can have an impact on them. Five of those are 

competition, government regulation, economics, society and 

faculty. 

Competition. Most business organizations would focus 

most of its external environmental analysis on competition. 

By attaining a competitive advantage over other firms in the 

market, revenues can be maximized. Michael Porter (1985) 

came up with three competitive generic strategies that many 
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firms have adopted to address their rivals: 

1. overall cost leadership (low cost, quality, 

service). 

2. product differentiation (real or perceived). 

3. focus on a target market. 

Auxiliary services also need to anticipate and satisfy 

the needs of the students with product quality and 

reliability (Morrell, 1989); however, there is not as much 

of a threat of seeking products elsewhere, as there is in 

the business world. Indeed, students can often buy 

textbooks at a retail store; they can live in an apartment 

instead of the dorm; they can eat at a restaurant instead of 

the campus cafeteria. Nevertheless, many students still 

prefer the convenience of campus services. 

Ironically, in operating these services, the real 

threat is the reverse of the problem in business. Auxiliary 

services must try to make it appear they are not competing 

with local business, or else they face the threat of the IRS 

and UBIT, as discussed earlier. 

Government regulation. UBIT is not the only government 

threat to auxiliaries. As charitable giving has decreased, 

nonprofits have turned increasingly to the federal 

government for funding during the past two decades (Randall 

and Wilson, 1989). The funding did not come without strings 

attached—namely, regulation and accountability. As John A. 

Falcone, vice president for finance at Lafayette College, 
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put it, "We simply won't be able to do in the next decade 

what we did before. We now have Uncle Sam setting the rules 

for us" (Mclntyre, 1990a). 

The attack can come from many unexpected areas. A 

sales representative, trying to conduct a sales presentation 

in a dormitory room, was asked to leave. She was arrested 

and charged with loitering, soliciting without a permit and 

trespassing. She subsequently sued the State University of 

New York for violation of her First Amendment rights to 

freedom of speech. The case was eventually heard by the US 

Supreme Court ("US," 1989). Although the university 

prevailed (F106L Ed 2d 388), there were still implications 

for auxiliaries and probable litigation expense for the 

institution. 

The Immigration Reform and Control Act of 1986 

prohibits employers from knowingly hiring unauthorized 

workers, adding paperwork to the hiring process. At the 

same time, employers are prohibited from discriminating 

against foreign-looking or sounding applicants. 

Other regulations involve hazardous waste, 

environmental protection and financial aid (money often 

earmarked for room, board or textbooks) (Harris, 1988). To 

assure compliance, auditing has increased, including 

coordinated efforts of internal and external audits (Dolan 

and Thibault, 1990). This can result in disruption of 

operations and possible repercussions for auxiliary services 
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administrators. The best approach with auditors is 

cooperation and adherence to recommendations. 

Economics. Auxiliary enterprises, being self-

supporting, might appear to be sheltered from economic 

problems facing higher education. As reported in the Hamlin 

and Hungerford survey (1989), the presidents of universities 

facing financial crises initiated steps that could directly 

or indirectly affect auxiliaries, such as: 

1. implementing energy-conservation programs. 

2. changing/adding/deleting programs. 

3. redefining goals and mission. 

4. faculty/staff cutbacks or layoffs. 

5. elimination of unprofitable nonacademic programs. 

6. creative efforts to meet student needs. 

7. deferring maintenance and repair. 

8. salary reductions. 

Costs are also going up for goods and services. The Higher 

Education Price Index showed colleges paying 27% more for 

goods and services in 1989 than in 1984 ("Changes," 1990). 

The auxiliary budget is not always based on the income 

of the business, but rather on what university 

administration decides. As such, they are sometimes cut 

drastically. At the University of Washington, 

noninstructional support services budgets were cut by 5.5%, 

followed by a state-mandated 2% across-the-board cut 



121 

(Reallocation, 1984). Even worse, the auxiliaries are often 

contracted out to increase revenue. 

Society. Social issues affect every type of business. 

The average consumer today is better informed and more 

demanding than in the past. Several changes in society have 

forever altered the role and operation of our colleges and 

universities—the post World War II population explosion, 

the technology boom, the return of nontraditional students, 

the changing expectations of the public and industry, the 

civil rights and women's movements, the religious revival of 

the 1970•s, the rise in federal programs and funding and 

changes in tax laws that affect donations (Hamlin and 

Hungerford, 1989). 

To illustrate the many directions social issues can 

take, as they can relate to auxiliary enterprises, it is 

helpful to look at some recent incidents: 

1. OSHA suggested requirements that all employees 

operating motor vehicles for work wear seat belts 

and attend safety awareness programs ("OSHA 

Proposes," 1990). 

2. Brigham Young University had to make significant 

changes in campus food and housing and then 

advertised the changes because of a decline in the 

resident population (Sorensen, 1988). 

3. School districts had to adjust their menus because 
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nutrition-conscious mothers began sending lunches 

from home (Linderman, 1989). 

4. At Texas Woman's University, the Denton Alliance 

for Animal Rights, the membership of which is made 

up of TWU students, students from nearby University 

of North Texas, and Denton community people, 

protested the bookstore selling L'Oreal Beauty 

Products. The company was accused of using 

inhumane animal testing for their cosmetic products 

(Custer, 1990). Auxiliaries must strive to meet 

the needs of students who come with a variety of 

social, political and cultural biases. 

Faculty. An external environmental analysis involves 

factors outside the auxiliary service itself, but not 

necessarily external to the institution. Higher education 

has a very unique potential external threat, or opportunity, 

with the faculty. In general, they have negative feelings 

about administration, primarily because they do not feel 

involved enough in the decision-making (Boyer, 1989). A 

review of recent issues of Academe reveals many articles, 

written by faculty members and their representatives, that 

reflect their frustration. Faculty demand a participatory 

role in the administration of nonacademic programs and any 

resulting revenue ("The Role," 1990). Bilik and Blum (1989) 

agreed and said that current trends in university management 

present "a serious threat to the role of the faculty in 
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assuring quality education" and suggest that the 

professoriate have shared authority in all university 

matters. 

The answer for auxiliaries is not to become defensive 

or overreact to faculty complaints. The goal should be 

providing an environment in which students and faculty can 

easily interact informally (Peterson and Uhl, 1975). As 

Chabotar (1989) suggested, administration may resent 

faculty's perception that they are just there to support 

faculty research and teaching. If management would review 

the institutional mission, as suggested earlier, it would be 

discovered that indeed that is their purpose. A better 

strategy would be to work together toward the good of the 

students. Chabotar goes on to suggest that the relationship 

could be improved by: 

1. communicating better and fully explaining the 

situations that cause conflict. 

2. letting faculty and administrators view each 

other's roles more closely. 

3. avoiding jargon that pertains only to that entity, 

but that the faculty might not understand. 

4. providing service in the best possible way. 

STRATEGY FORMULATION. Once all of the data gathering 

and analysis has been done, the next step is to determine 

which strategies to pursue. The analysis stage should 

include various types of forecasts, trends and ratios to 
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determine the importance of each area. These can be used to 

rate strategies according to priority. Keller (1983) 

suggested a rating scheme developed by SUNY for academic 

programs that can be adapted for auxiliaries. In his 

example, quality, need and cost are the criteria that are 

rated on scales such as High/Medium/Low or 

Good/Adequate/Poor. 

The best strategic plans match the internal strengths 

with external opportunities. For example, suppose a 

university bookstore does an internal analysis and discovers 

that among its strengths are a large and modern facility, 

highly educated personnel and an adequate budget. An 

external analysis might indicate that students become highly 

sophisticated in their demands, that technology is advancing 

in the educational field and that faculty want to automate 

their coursework. One strategy might be to reduce the 

number of traditional textbooks and covert that area to 

include software suitable for classroom use. University 

presses are applying this strategy as they develop 

electronic publishing (DeLoughry, 1993b). These include 

faculty involvement and help build the sense of community. 

It is also important to have alternate strategies. 

Forecasting is an important tool, but there is a danger of 

overreliance upon statistics (Marsee, 1988). The future is 

uncertain, and there must be contingency plans. That is an 

important premise of strategic management—the ability to 
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adapt to change. Nevertheless, armed with good forecasts 

and an understanding of the environment, management can turn 

potential crises into opportunities (Marsee, 1988). 

STRATEGIC IMPLEMENTATION. Despite the fact that many 

organizations spend considerable time in developing 

strategies, there is a problem of bridging the gap between 

developing and implementing the strategic plan (Gates and 

Brown, 1988). In order to put the strategy into use, it 

takes a package of resources, all working together. Among 

those factors are the organizational structure, strategic 

planners, budgets and the formal plan. 

Organizational structure. According to Chandler 

(1962), structure is the particular design of the 

organization that promotes lines of authority and 

communication, and the free flow of information and data. 

As indicated earlier, most universities are stuck with the 

top-down hierarchy of organization (Bilik and Blum, 1989) 

and the auxiliary enterprise managers usually report to the 

vice president of fiscal affairs or student services. 

Although the manager may have no control over the 

institutional organizational structure, the internal 

structure of the auxiliary can be adjusted to meet the 

demands of the strategies that have been chosen, for the 

greatest efficiency. 

Strategic Planners. In most cases, the manager of the 

auxiliary enterprise will also have to be the primary 
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strategic planner. In large universities, a professional 

planner might be employed, as the University of Virginia 

hired its cost analyst for food services. 

Corporations frequently have planning departments and 

environmental scanners. The top managers often have had 

extensive strategic management training. The term CEO today 

is often synonymous with MBA. 

The manager of auxiliary services, on the other hand, 

typically is not trained in such processes. Typically, a 

person comes up through the ranks from stocker to cashier to 

supervisor to director. It is important, therefore, that 

such a manager (also burdened with a limited budget), seek 

the expertise of others. Employees in the department, 

faculty and other administrators might offer help. If 

possible, consultants can be hired. At Texas Woman's 

University, changes proposed by a consultant for the 

bookstore in 1987 helped increase the profits in 1988 by 

351% (Annual Reports, 1986-1988). A university contains a 

wealth of human resources and the auxiliary manager should 

seek their help. In strategic management, the planners 

should be creative people with a vision as to the potential 

of the enterprise. 

Budgets. A budget is a plan expressed in monetary 

terms (Anthony and Young, 1984). The total amount of funds 

the auxiliary services has available for the year is 

allocated by the institution, based upon estimated sales and 
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past experience. Some of the funds may be restricted as to 

category. For example, the amount budgeted for salaries and 

fringe benefits may only be available for those purposes. 

Typically, however, the auxiliary manager has considerable 

flexibility as to how the unrestricted money can be spent. 

Consequently, good business management skills in budgeting 

are important in allocating the resources to best achieve 

the strategic objectives. 

Anthony and Young (1984) pointed out that nonprofit 

organizations should actually do a better job at budgeting 

than profit-oriented companies because their environment is 

more stable and because the costs are more discretionary 

(expenditures can vary widely based upon management 

decisions). 

The technicalities of budgeting go beyond the scope of 

this work. There are various techniques that are discussed 

in depth in the management literature. What is important is 

that the auxiliary manager understand that this step in the 

strategic process is essential, as it (Powell, R., 1980): 

1. leads to better integration of activities. 

2. communicates plans to all levels of personnel. 

3. generates support for goals. 

4. forces reappraisal and reevaluation annually. 

5. provides a control device. 

Linking planning and budgeting may be a formidable task 

because one is "forward looking and opportunistic," and the 
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other "conservative and control oriented" (Gates and Brown, 

1988). Manahan and Gehre (1989) proposed a model to achieve 

such a task and NACUBO offered workshops last year on 

strategic planning and budgeting ("Strategic Planning," 

1992). Without such coordination, the strategic objectives 

cannot be implemented as effectively. 

The Formal Plan. Finally, the manager of the auxiliary 

enterprise, equipped with all of the analyses, strategies, 

alternative strategies, organizational structures, planners 

and budgets, is ready to formalize the plan. The written 

plan will be the basis under which the enterprise operates. 

Future crises and unforseen opportunities can be dealt with 

more effectively with a plan (Marsee, 1988). 

The plan will be better perceived by those affected if 

it is an inclusion of employees rather than an intrusion of 

management (Bilik and Blum, 1989). Consequently, a wide 

variety of input should result in a better plan. This step 

will involve choosing the desired strategies and setting the 

objectives to achieve them. Objectives are the steps 

required to obtain a goal. They should be specific, 

measurable and attainable (Anthony and Young, 1984). For 

auxiliaries, the nonfinancial objectives should address 

(Port and Burke, 1989): 

1. customer satisfaction. 

2. product quality. 

3. staff development. 
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4. new products. 

5. effective use of resources. 

One area that has often been ignored in higher 

education, but is a main thrust in business, is marketing. 

The 4 Ps of marketing—product, price, promotion and place— 

are just as important in areas such as food services as they 

are in for-profit business. Students on campus are just as 

receptive to new products and improvements as they would be 

in another establishment. A formal plan to thus improve 

operations is essential. 

STRATEGY EVALUATION. Finally, strategic management 

will only be successful if the results are compared to the 

goals and objectives (assessment) and if changes are made if 

the results are not satisfactory (control). Since the 

objectives set out in the formal plan are measurable, it 

should not be difficult to determine if they are attained. 

Getz (1989) suggested simple assessment techniques for food 

services. A ratio of total food costs as a percentage of 

sales would indicate cost efficiency. Labor efficiency 

might be determined by plates served per hour. Each 

auxiliary should determine its own assessment tools, but the 

evaluation process is an extremely important, although often 

ignored, part of strategic management. 

For the auxiliary services manager, the idea of 

strategic planning may be a new and frightening concept. 

The preceding discussion might be confusing to some. 
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Perhaps the vice president should initiate and direct the 

process. Table 14 summarizes the process and compares 

strategic management in auxiliary enterprises to strategic 

management for corporations. The process is similar, 

despite the unique characteristics of each. It is therefore 

probable to assume that auxiliaries could achieve the same 

successful results from strategic management as 

corporations. 

Entrepreneurship 

Because auxiliaries are so much like independent 

businesses, it is sometimes suggested that they be operated 

as an entrepreneurship or small business (Vandament, 1989). 

Indeed, at a few institutions, the manager makes all 

decisions for the unit. In most cases, however, the vice 

president has ultimate authority and delegates 

responsibility to the manager, to varying degrees. 

The Harvard Business School (1983) defined 

entrepreneurship as the process of creating value by pulling 

together a unique package of resources to exploit an 

opportunity. Gartner (1990) presents a dozen other 

definitions, but it is a type of behavior, a state of mind; 

not, a type of ownership. Even large corporations are now 

engaging in entrepreneurial behavior—allowing employees to 

independently pursue innovation and creativity (Carland, 

Hoy, Boulton and Carland, 1984). Dr. William C. Byham, in 
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Table 14 

A Comparison of Corporate Strategic Management to Strategic 

Management In Higher Education Auxiliary Enterprises. 

CHARACTERISTICS 

STRATEGIC 

MANAGEMENT 8PECIF1C COMMON TO 

TOPIC CONCEPT CORPORATION AUXILIARY DOTH 

Goal D u d n e n typa Prof it-orientad Service-oriented Profit C Service 

Formulation 

Customer Area served Students Occaslonal 

customers 

Customer value Many potential Limited potential Existence depend* 

on customer 

Futura goals Expansion and Contlnuance 

Growth 

Idaal goal* Digger profits More efficient Trofits and 

Et tlclency 

Image Successful Traditional 

Strategia Intarnal Price Tradition Budget 

Analysis Distribution Hierarchy Marketing 

Diversity Quality 

Fac11 Itles 

Personnel 

Cost Control 

Technology 

External Competition Small business Culture 

Mergers and concerns (UniT) Society 

acquisitions Taculty Technology 

Collectlve Tol1 tics 

bargaining Economic 

Conditions 

Government 

Regulations 

Strategy Match internal 

Formulation strengths with 

external 

opportunities 

Strategy Organizational Authoritative, 

Implementation structure hierarchy or 

participatory 

Strategic Professional, Group, 

planners trained consultants or 

management outsIders 

Budgets Changing Stable Supports 

environment environment strateglea 

Formal ObJactIves 

plan Marketing 

Ratios and 

Evaluation analyses 

Control Corrective 

action 
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his book Zapp: The Lightning of Empowerment (1990), said 

the old way of management was for managers to do the 

thinking, supervisors the talking and employees the doing; 

but, the new trend is to empower employees by increasing 

their ability to make decisions and do meaningful things 

(Austin, 1991). 

Research about entrepreneurship, according to Wortman 

(1987) has been mostly descriptive, rather than theoretical, 

studies of the history, environment, organization type and 

functions of small business venturing. Low and MacMillan 

(1988) consider the research of little practical use to the 

entrepreneur. 

A prominent part of the literature on this subject 

deals with the characteristics of the entrepreneur. The 

entrepreneur "is an individual who establishes and manages a 

business for the principal purposes of profit and growth. 

The entrepreneur is characterized principally by innovative 

behavior and will employ strategic management practices in 

the business" (Carland, Hoy, Boulton and Carland, 1984). 

For auxiliary enterprises in higher education, this person 

is assumed to be the manager. Admittedly, the manager in 

most cases did not start up or envision the business, as 

would an owner of a small business. Stanworth and Curran 

(1976) identified the classical entrepreneur as one who 

hopes to maximize financial returns, while the manager takes 

action to ensure the continued success of the firm, in a 
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more bureaucratic way. Nevertheless, the manager can still 

operate the auxiliary with an entrepreneurial spirit. 

Some authors based their identification of the 

entrepreneur upon traits such as sex, age, education, work 

and social background, need for achievement or self-esteem 

(Hornaday and Bunker, 1970; Howell, 1972; Durand, 1975; 

DeCarlo and Lyons, 1979; Hull, Bosley and Udell, 1980; 

Cooper and Dunkelberg, 1981; Mescon and Montanari, 1981). 

The Carland study (1984) explored the literature and 

summarized the basic entrepreneurial characteristics as: 

1. willingness to bear risk. 

2. source of formal authority. 

3. propensity toward innovative and initiative 

thinking. 

4. desire for responsibility. 

5. need for achievement and power. 

6. appearance to be ambitious, energetic. 

7. desire for independence. 

8. possession of good human relations skills, 

communication ability. 

9. need to control. 

However, others consider traits to be unimportant. Gartner 

(1989) questions whether traits really determine behavior. 

Sexton and Upton (1991) considered behavior a more important 

determining factor. Stevenson and Sahlman (1986) identified 



134 

six behavior dimensions that distinguish entrepreneurial 

behavior from administrative behavior as: 

1. strategic orientation. 

2. opportunity commitment. 

3. resource commitment. 

4. resource control. 

5. management. 

6. compensation policy. 

Carland, Hoy and Carland (1988) argued that both traits and 

behaviors are important to the understanding of the concept 

of entrepreneurship. 

Miller, de Vries and Toulouse (1982) found that firms 

operated internally were more likely to: 

1. promote innovation. 

2. accept higher degrees of risk. 

3. change product lines more frequently. 

4. operate in a more heterogeneous and dynamic 

environment. 

5. revise their structure to reduce uncertainty. 

Bamberger (1984) developed a model based not so much on 

the behavior of the entrepreneur, but on additional factors 

that influence the strategic decisions of the firm, 

including environment, internal resources, personality and 

values. Miles and Snow (1978) presented similar variables, 

in addition to the type of firm (size, age, financial 

resources) and the amount of decentralization. 
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Higher education, with its traditional resistance to 

change, has not embraced entrepreneurship as a management 

option. Wasser (1990) and Neuhoff (1990) reported that some 

European universities are moving from traditional to 

entrepreneurial management. The University of South 

Carolina incorporated its bookstore to encourage competition 

and avoid UBIT problems (Denton, Wertz and Miles, 1991). 

Nevertheless, examples of entrepreneurship are rare in 

colleges and universities. 

Vandament (1989) encouraged an entrepreneurial spirit 

in higher education administration, and explains that 

auxiliary enterprises and individual academic departments 

are already applying some of the concepts to creatively 

gather resources. University presses, including several in 

Texas, are publishing more commercial books. At the 

University of North Texas, the director of the press used to 

own her own commercial publishing venture, and thus began 

publishing fiction and poetry at her new university position 

(Baldwin, 1992). The presses do, however, need to tread 

lightly with their innovations in order not to upset faculty 

or university tradition (Thatcher, 1992). Conversely, 

Seymour (1987) contended that administrators are too busy 

maintaining the status quo and need an entrepreneurial 

approach and clear-thinking visions to manage scarce 

resources. Texas State Treasurer Kay Bailey Hutchison 

agreed when she said "Entrepreneurship in state government 
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must be encouraged" and the Texas Legislature set up the 

Productivity and Incentive Commission to solicit money 

saving ideas from state employees (Hutchison, 1992). 

These applications can be expanded to encompass the 

total management of the auxiliary service, in many 

instances. Table 15 portrays how entrepreneurship 

is applicable to the auxiliary enterprise as well as the 

small business, based on Gartner's (1990) entrepreneurship 

characteristics. 

Table 15 

Comparison of Entrepreneurship in Small Business with 

Auxiliary Enterprises in Higher Education. 

Factor Small Business Auxiliary 

Entrepreneur characteristics Yes Yes 

Innovation Yes Yes 

Organization creation Yes No 

Creative Value Yes Yes 

Profit Yes Yes* 

Growth Yes Yes 

Uniqueness Yes Yes 

Owner-manager Yes No 

*Profit desirable, even in nonprofit institution. 
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Total Quality Management 

Total Quality Management (TQM) is the "totally 

integrated effort for gaining competitive advantage by 

continuously improving every facet of organizational 

culture" (Tobin, 1990). TQM is a popular topic in business 

management, and, fortunately, higher education has also 

recognized its worth rather quickly (McWilliams, 1991; Sherr 

and Teeter, 1991). Perhaps everyone realizes that only by 

producing a good product or service can an organization 

survive. 

The quality movement is most often thought to have 

begun with W. Edwards Deming in 1950 when he taught the 

Japanese about quality control and thus became the 

recognized authority throughout the world. Americans now 

buy Japanese products because they perceive them to be of 

high quality, even when domestic products are less expensive 

(Marsee, 1989). Deming considered poor quality 85 percent a 

management problem and 15 percent a worker problem 

(Hellriegel and Slocum, 1986). 

Today, the concept of TQM has grown to such proportions 

that articles about quality appear everywhere. Feigenbaum 

(1987) acknowledged that quality "pays off quickly and 

handsomely." Cosby (1979) actually said quality is free, 

and that the real cost is "unquality"—not doing jobs right 

the first time. In Europe, private enterprises and 
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government entities are conducting quality certifications as 

an essential condition for doing business (Grossi, 1992). 

On the other hand, a consulting firm surveyed 400 

manufacturers and 25% said they could not upgrade product 

quality because employees could not learn quality-enhancing 

skills ("Wanted," 1992). Nevertheless, in America, the 

Baldridge Award has become a much-sought-after indictor of 

quality in industry that has transformed the business 

environment. (Garvin, 1991). 

The corporate world has been criticized for making more 

effort to win the awards than to really improve the 

products. Similarly, higher education has been accused of 

pursuing recognition such as inclusion on the U. S. News and 

World Report's "America's Best Colleges" list (Gilley, 

1990). That list uses reputation, selectivity, faculty 

qualifications, resources and retention rates as quality 

indicators. Nonetheless, universities are exploring ways to 

become more productive and improve the quality of education. 

Regis University introduced new programs in both social 

and academic areas to improve retention and graduation rates 

(Monaghan, 1993). Oregon State University implemented TQM 

in the physical plant operations to complete projects more 

quickly (McMillen, 1991). According to Kauffman (1984), 

total quality includes effective orientation and counseling, 

adequate housing and study environments, student health 

services and a sense of belonging to the community. 
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Principle I of the Texas Charter for Public Higher 

Education states "the people of Texas expect quality in all 

aspects of public higher education: teaching, research, and 

service." The Texas Higher Education Coordinating Board's 

Master Plan for Texas Higher Education (1990) incorporates 

quality in its objectives and strategies. The Texas 

Governor's Office, in 1992, formed a steering committee to 

design a plan to implement TQM in state agencies and 

universities. The University of Houston at Clear Lake 

already made advances in this field when it won a $2 million 

award from IBM to reward excellence in quality management 

and to implement a five year quality management system 

(Duryea, 1992). 

Olian (1992) listed the underlying beliefs and 

principles of TQM to be: 

1. customer focus. 

2. prevention, not inspection. 

3. system attack, not people, for improvement. 

4. people empowerment. 

5. fact management. 

6. good leadership. 

7. continuous improvement. 

She went on to list the tools to implement TQM to be: 

1. customer analysis. 

2. problem solving. 

3. descriptive analysis. 
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4. benchmarking. 

5. skill building. 

Rollins (1992) emphasized that in TQM, management 

should meet customer requirements, but to exceed them is 

building waste into the process. For example, if students 

demand more security in the dorms, new deadbolt locks might 

be sufficient, rather than locks, burglar alarms and 24-hour 

armed guards. In fact, the Texas legislature did introduce 

a bill to require keyless deadbolt locks on all dormitory 

rooms in 1993. The final bill, however, covered only 

apartment complexes, exempting higher education (Robbins, 

1993) . Rollins defined quality as: 

1. doing the right things. 

2. doing them right the first time. 

3. error-free performance. 

4. 100% performance to customer requirements. 

5. absence of waste in the process. 

6. quantifiable, measurable and controllable. 

7. working toward continual improvement. 

Marcus, Leone and Goldberg (1983) considered the 

accreditation process a key to determining institutional 

effectiveness. Chambers (1984) said accreditation does not 

determine quality, but assesses it and can enhance it if it 

is done as a continuous process. Schafer and Coate (1992) 

promoted benchmarking. that is, an ongoing system of 

comparing the work processes of one organization with 
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another. The accounting firm of Ernst and Young found, 

however, that benchmarking works better in the private 

sector ("TQM," 1992). Astin (1982) considers feedback the 

determining element. Scott (1980) identified measurement 

criteria for educational programs and later (1984) applied 

the concepts to campus services. Finn (1988) and Mullen 

(1988) both pointed out that people do judge quality by 

price, but a research team from Forbes magazine visited the 

successful York College and determined that quality was not 

defined as the most expensive, but rather by doing things 

well ("Beating," 1991). Seymour (1992) is a recent 

proponent of quality throughout the campus. 

A key element to effective TQM is to instill the 

concept in everyone not to sacrifice quality to save money. 

As Nancy Atlas (1992), Chair of the Texas Higher Education 

Coordinating Board put it, "a penny saved reducing quality 

is not a penny earned." Carol Frances (1982) reported 

financial problems had not hurt higher education quality in 

academic programs by the early 1980's; however, in the 

1990's the effects were becoming evident. 

UT's Bill Cunningham agreed that he must maintain 

quality in the face of diminished support (Jennings, 1992). 

UH President James H. Pickering stated that his school "must 

use its resources efficiently in tough economic times while 

still serving its students and community ("New UH," 1992), 

Texas A & M's President Mobley (1993) also said that 
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although every effort is made to maintain quality, there 

comes a point when it has to suffer if funding continues to 

be cut. 

Many concepts of TQM can be applied to the management 

of auxiliary enterprises. Kauffman (1984) studied ways to 

measure quality of student service programs, which would be 

the same or similar to auxiliary services. He proposed 

measuring outcomes, rather than use of the service, such as: 

1. student satisfaction. 

2. retention rates. 

3. student knowledge. 

4. skills development. 

5. staff reputation. 

Solomon (1981) suggested similar criteria, as well as 

innovativeness, leadership and improvement. According to 

Massy (1992), quality can be assured without much additional 

cost by hiring good people, training them well and providing 

good leadership and supervision. These last components lead 

into the final section of this review, the expertise of the 

administrators and others already involved in the management 

of the auxiliaries. Table 16 summarizes TQM elements that 

can be applicable to the administration of auxiliary 

enterprises. 

Higher Education Expertise 

Not all management techniques must be borrowed from 

business and industry, of course. Although there is always 
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Table 16 

TOM Factors Applicable to Higher Education Auxiliary 

Enterprises. 

1. Committing to service improvement. 

2. Setting standards for quality. 

3. Instilling personnel attitude to doing things right, 

the first time. 

4. Providing incentives for improvement. 

5. Evaluating use of resources. 

6. Surveying satisfaction of students and other users. 

7. Performing self-studies of the operations. 

8. Focusing on the customer. 

9. Preventing problems in the beginning. 

10. Enabling people to find solutions. 

11. Providing good leadership and supervision of workers. 

12. Eliminating waste in purchasing and operations. 

13. Using benchmarking to compare service with auxiliaries 

at other schools. 

14. Encouraging feedback from students and employees. 

15. Evaluating the auxiliary's contribution to student 

success. 

16. Hiring and training good people for auxiliary 

management and operations. 
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room for improvement, university administrators have been 

quite effective in the past and possess a wealth of 

specialized skills. Rarely is a top administrator hired 

from the corporate world, because the university setting is 

so different and it requires special understanding. A 

college does not usually exist to make a profit or to 

benefit stockholders. Instead, its mission is to educate 

students and benefit society, a role most in academia feel 

is far superior to a bottom line mentality. The fiscal 

officer, the student affairs officer and others at the 

institution can contribute a great deal of knowledge to the 

management of auxiliary services. Each can provide unique 

insight in their special area of expertise as a result of 

their education, training and experience and should be 

consulted in the management process. 

The Fiscal Officer 

The chief business officers, unlike many other college 

administrators, possess a variety of work backgrounds and 

academic degrees from bachelor's to PhD (Vaughan and 

Jenkins, 1989), and the position dates back to 1906 (Calver 

and Vogler, 1985). Cobb (1988) compares the chief financial 

officer (CFO) at the university to a corporate CFO, with 

expertise in strategy, treasury, controls, business, 

administration, information and risk management. With their 

business background, they are perhaps more used to reacting 
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more quickly to environmental change than those with more 

traditional academic backgrounds. 

Ginsburg (1989) used a construction analogy to describe 

the CFO as planner, architect, engineer, construction 

manager and facilities director. Mclntyre (1990a), too, 

said the CFO must wear many hats, including: 

1. financial troubleshooter. 

2. environmental expert. 

3. interpreter of federal; and state regulations. 

4. administrative leader. 

5. public relations representative. 

6. personnel manager. 

7. budget heavy. 

SACUBO, in their Fall 1992 newsletter, said business 

need to "avoid unpleasant surprises by making the most of 

every dollar, instituting controls that furnish proper 

information in a timely manner while removing roadblocks to 

efficient operation, and keeping a financial 

finger on the pulse of the institution." The fiscal officer 

is often perceived as a tyrant by faculty and other 

administrators because they control the pursestrings. At 

one Texas institution, a needs assessment by an independent 

consultant reported that across the campus there is the 

"perception that the institution is under the domination of 

the fiscal division" (Ness, 1986). The campus community 

often does not understand that the fiscal officer must deal 
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with budget cuts discussed earlier, federal and state 

regulations and university policies. NACUBO suggested, 

therefore that fiscal officers ("Opportunities," 1991): 

1. focus on things that matter, not the politics. 

2. get people to work together. 

3. communicate the messages effectively. 

4. concentrate on results. 

Bruegman (1990) gave business officers these tips: 

1. Be sure your systems are sound. 

2. Don•t burn your bridges. 

3. Use connections in the informal organization. 

4. Know when to keep your mouth shut. 

5. Protect your health. 

6. Be honest, reliable and straightforward. 

7. Be decisive. 

8. Control the data. 

9. Insist on quality. 

10. Keep learning. 

Caspa Harris (1992) said business officers need to be 

fiscal visionaries. Again, this limits effective 

administration if the fiscal officer has responsibility for 

the auxiliary enterprises. They do not need to be just 

fiscal visionaries, but visionaries in all aspects of 

management. 

Vaughan and Jenkins (1989) agreed that fiscal officers 

should be more involved in matters outside the financial 
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arena. They suggested that in order for the fiscal officers 

to contribute to the sense of campus community they can: 

1. Be a member of the management team. 

2. Chair important committees. 

3. Take responsibility for what you produce. 

4. Keep a broad perspective on your role. 

5. Become involved in community activities. 

6. Maintain a leadership style. 

7. Make positive presentations to the governing board 

at every opportunity. 

8. Teach a course. 

9. Earn a reputation for hard work. 

10. Establish a good relationship with faculty. 

11. Strive for quality. 

12. Don't be defensive. 

13. Seek broad participation in budgets and 

administrative procedures. 

14. Let departments make some financial decisions. 

15. Be open in financial matters. 

16. Earn a doctorate. 

For the administrator of auxiliaries, other areas of 

knowledge of the fiscal officer may include facility 

management, cost containment, reallocation of resources, tax 

considerations, ratio and trend analyses (Chabotar, 1988), 

budgeting, purchasing and marketing. Table 17 lists some 
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additional instances where fiscal officers might have better 

qualifications to develop solutions to auxiliary problems. 

Table 17 

Fiscal Officer Expertise for the Administration of Auxiliary 

Enterprises in Higher Education. 

1. Dealing with trademark violations on sweatshirts and 

similar items ("Five Institutions," 1990). 

2. Operating facilities safely after hours, to avoid 

problems such as the fatal stampede at a concert 

(Nicklin, 1991). 

3. Identifying capital needs, setting budgets, disbursing 

funds, collecting revenue and reviewing agreements and 

contracts (Tellefsen, 1990). 

4. Performing cost accounting calculations to determine 

marginal costs (Dickmeyer, 1988), to analyze success 

factors and indices (Sapp and Temares, 1992) and to 

evaluate performance. 

5. Creating marketing concepts and strategies (Sattler, 

1989). 

6. Developing purchasing policies, including savings 

realized through competitive bids (Trotta, 1990) and 

cooperative purchasing (Linderman, 1989). 

7. Charging and allocating properly for services to other 

departments and grants (Matteson, 1988). 
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Table 17 (concl.) 

8. Knowing factors that indicate fraud or scams (Menkus, 

1990; "Retailing," 1991; "Bookstore," 1992) and 

establishing internal controls to prevent them (Alpert, 

1992). 

9. Developing ways to eliminate tasks and increase 

efficiency ("The Excess," 1991). 

10. Cutting costs (Grassmuck, 1990; Turk, 1992; Nicklin, 

1992d) and downsizing (Burton, 1993). 

11. Implementing technology in auxiliary management 

(Sadhwani and Tyson, 1990). 

Jenny (1979), McCracken (1989) and Weber (1989) all 

agreed that the concepts of budgeting, fund accounting and 

financial reporting are sometimes confusing to those outside 

the business arena. Lawrence (1984) cautioned that 

university management needs to look beyond the bottom line 

mentality to results of management decisions, while 

Vandament (1989) and Mclntyre (1991a) proposed that 

financial problems need not fall solely on the business 

officer and everyone should be involved in revenue 

enhancement and cost savings. 

The Student Affairs Officer 

Student services positions were likewise created around 

the turn of this century (Eddy, Dameron and Borland, 1980). 
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Dannells (1988) surveyed members of the National Association 

of Student Personnel Administrators (NASPA) to determine the 

preferred title for the administrators in this field. 

"Student development" was favored, followed by "student 

affairs" and "student services". "Student personnel" was 

least desirable. This simple fact is a good indicator that 

the administrators are more interested in developing, rather 

than managing, the students. Probably no other division on 

campus is more concerned with the welfare of the customer 

(student). Paterson and Carpenter (1989) characterize the 

student affairs officer with typically a background in 

college student affairs and 25% have doctorates in a related 

field. 

The student development officer understands the needs 

of the students, and therefore can contribute much to the 

administration of auxiliary enterprises. After all, the 

services exist for the students. Special skills include an 

understanding of disabilities, diversity, alcohol abuse, 

learning problems, racism, sexual harassment and stress. 

Knowledge about fiscal matters may be limited in student 

services, but writers like Schuh (1990) have tried to 

provide them with the basics. The influence of the student 

development officer can help keep auxiliaries a service, and 

not just a business. 

The Keyser survey (1985) discovered that chief student 

service officers prefer an organizational style that is 
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integrated with instruction because it improves flexibility, 

communication, cooperation and decision making. Katz (1973) 

and Boyer (1986) said faculty involvement in student 

services helps develop a better student and Bricketto (1989) 

discovered it is beneficial to implement changes. D. G. 

Smith (1982) and S. Herman (1985) encouraged student affairs 

to create partnerships with other administrative units of 

the institution. Deegan (1984) noted that the integration 

rarely happens, though, in community colleges. 

Updike, Wilder and Wolfe (1985) discovered in their 

questioning of 80 student services administrators at public 

college that their primary areas of responsibility included: 

1. student organizations. 

2. fraternities and sororities. 

3. discipline. 

4. student centers. 

5. health services. 

6. counseling services. 

7. housing. 

Leihheit (1984) studied eight universities in Texas and 

found a variety of titles and functions applied to student 

affairs offices. 

The student services profession, as mentioned earlier, 

seems dedicated to working with others. Just as some of the 

fiscal authors promoted cooperation, Keyser (1985b) proposed 

to the student services officer a role of: 
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1. contributing to quality and accountability. 

2. strengthening partnerships with the community. 

3. strengthening partnerships with internal 

constituents. 

4. creatively managing resources. 

5. managing enrollments and retention. 

6. using educational technology. 

7. integrating student development into the 

educational experience. 

Robinson reported back in 1973 that because of budget 

constraints, student support services, including some 

auxiliaries, were being reduced or eliminated, even to the 

point of closing entire student personnel offices. Finn 

(1988) supported such cuts in "amenities, leisure and 

lifestyle" in favor of "efficiency, rigor and costs." Dehne 

(1990), however, believed student services to be important 

as part of a campus-wide effort to recruit students by 

showing them what is offered at the institution. Students 

want more than just a place to learn, and the social aspects 

are also important. Table 18 identifies some of their 

contributions possible for auxiliary enterprises from 

student services. 
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Table 18 

Student Services Officer Expertise for the Administration of 

Auxiliary Enterprises in Higher Education. 

1. Complying with federal regulations to provide services 

for disadvantaged and disabled students ("Proposed," 

1990; Arrowsmith, 1992; Jaschik, 1993b). 

2. Creating a learning environment in residence halls 

(Barger and Lynch, 1973); addressing student desires in 

dorm life ("Students Protest," 1992; "A Matter," 1992); 

food services (Linderman, 1989); dealing with co-ed 

housing (Waddle, 1992a); involving family (Huff, 1989). 

3. Providing health care information such as for HIV/AIDS 

(Halfmann and Balser, 1990; Waddle, 1992a), Alcohol 

Abuse (Steinbach, 1985; Shea, 1993b), Pregnancy 

("Student Kills," 1992), Stress (Seldin, 1991) and 

Sexual Assault (Besze, 1993b). 

4. Including minority students in services offered ("Black 

Students," 1992), handling sexual harassment (Ackerman, 

1992b), and defusing racial tension (Vekuil, 1990; 

Herman, K., 1992; Sanoff and Minerbrook, 1993). 

5. Protecting the environment (Perrin, 1992). 

Others 

Although the fiscal or student affairs officers most 

often manage auxiliary enterprises, many others should 
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contribute to the process. The faculty, obviously, can 

provide the vital link of services with the educational 

process. A Carnegie survey of faculty members showed 70% 

believe administration is autocratic ("Campus 

Administration," 1989). Armes and McClenney (1989) reported 

that faculty think administration is top-heavy, inefficient 

and bureaucratic, while administrators believe faculty are 

prima donnas, inflexible and elitist. Hollister (1989) 

called it an "us versus them" posturing and Kirk (1988) 

agreed that resources need to be balanced between academic 

programs and support services, with faculty involvement. 

Lazerson and Wagener (1992) and Chabotar (1989) suggested 

ways to improve the relationships, such as employing better 

communication and switching roles. The faculty, regardless, 

should be consulted as a valuable source of information. 

Auxiliary managers understand the day-to-day operations 

of their particular areas and can offer fresh ideas in the 

field. The Vice Presidents can make the plans, but the 

manager or director must implement them. The creativity 

often comes from the service itself. They developed taste 

panels for food services ("Why Student," 1992), site 

licensing for computer software (Shapiro, 1992), 

multicultural products (Blumenstyk, 1993) and alliances 

between bookstores and libraries (Focus, 1992). Auxiliary 

service directors possess skills in personnel management, 

purchasing, marketing, accounting, financing, auditing, 
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systems analysis, operations research, computer 

applications, merchandising, and public relations (NACAS, 

1975) . 

Others to be included are students to voice their 

preferences, attorneys about litigation, internal auditors 

about fraud and controls ("Cost Review," 1988; Wilder, 1988; 

Yarbrough, 1989; Johnson, 1992; Montondon and Meixne, 1993) 

and specialists or consultants for unusual questions. A 

Consortium was created in North Texas to enable colleges and 

universities to work with businesses to meet the community 

needs and provide the proper services (Cox, 1991). The 

president, alumni and academic administrators can also lend 

support. For example, the Texas university president, 

mentioned earlier, who visited the residence halls to 

determine student needs (Sparks, 1990). The response was 

much greater than if the Director of Housing had asked the 

questions. 

It is difficult, if not impossible, for a group or team 

to lead an endeavor. Decisions often must be made quickly 

and cannot always await a consensus of opinion. 

Consequently, only one person will usually have 

administrative responsibility for auxiliary enterprises. 

That role has traditionally been held by the fiscal officer 

or student development officer. Whoever leads, however, the 

literature supports the theory that the administrator would 

be wise to seek input from knowledgeable sources. 



156 

Summary 

Sorenson (1988) rightly concluded that it takes 

"hundreds of dedicated people to keep the auxiliary areas of 

a university in working order." This review of the 

literature uncovered the people, knowledge and skills 

instrumental in the effective administration of auxiliary 

enterprises. Certain elements emerged as important 

components for a useful administrative model. Problems 

included fiscal matters, community relations and 

privatization. Business influences involved strategic 

management, entrepreneurship and total guality management. 

Expertise of college employees were evident from fiscal 

affairs, student services and other contributors. These 

criteria were useful to develop a survey for fiscal and 

student services officers in Texas public universities that 

could further support the inclusion of the elements in a 

model for the administration of auxiliary enterprises. 



CHAPTER III 

PROCEDURE FOR COLLECTION 

AND ANALYSIS OF DATA 

The purposes of this study were to examine the 

administration of auxiliary enterprises in Texas public 

higher education institutions to determine which 

administrators have primary responsibility for management, 

to ascertain the administrators' concerns for fiscal 

responsibility and student needs, to identify problems and 

opportunities for improved administration and to develop a 

useful management model utilizing integrated efforts. This 

chapter provides an explanation of procedures used to 

achieve those purposes. 

Procedure for the Collection of the Data 

Design of the Study 

A list of Texas public institutions of higher education 

from the Texas Higher Education Coordinating Board was used 

to survey chief fiscal and student affairs officers from 

each university. The same questionnaire was sent to both 

administrators. Of the 35 institutions on the list, eight 

were excluded because they were upper-level institutions and 

one because it was highly specialized. Therefore, a total 

157 
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of 52 questionnaires were sent. Since the study included 

the entire population of Texas four-year public 

universities, sampling methods were not necessary. Table 19 

presents the final list of institutions contacted. 

Table 19 

Texas Public Universities Surveyed. 

Angelo State U. 

East Texas State U. 

Lamar University at Beaumont 

Midwestern State U. 

Prairie View A & M 

Sam Houston State U. 

Southwest Texas State U. 

Stephen F. Austin U. 

Sul Ross University 

Tarleton State U. 

Texas A & I University 

Texas A & M University 

Texas Southern University 

Texas Tech U. 

Texas Woman's U. 

U. of Texas at Arlington 

U. of Texas at Austin 

U. of Texas at Dallas 

U. of Texas at El Paso 

U. of Texas-Pan American 

U. of Texas-Permian Basin 

U. of Texas-San Antonio 

University of Houston 

U. of Houston-Downtown 

U. of North Texas 

West Texas State U. 

Participants in the Study 

A review of the literature, as well as the personal 

experience of the investigator, indicated that auxiliary 
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enterprises are most often administered by either the fiscal 

vice president or the vice president for student affairs. 

Because titles differ and since there have recently been 

some administrative changes at some Texas universities, the 

questionnaires were sent using the generic title of chief 

fiscal officer or chief student services officer. 

Despite the fact that a number of organizational styles 

might be used, those two positions are ranked high enough 

for the respondents to be aware of who has responsibility 

for each auxiliary area, to be familiar with the management 

styles mentioned on the questionnaire and to provide useful 

suggestions for model development. 

The Survey Instrument 

Data were collected for the study by the survey 

research method. A questionnaire (See Appendix), was 

developed by the investigator concerning the administration 

of auxiliary enterprises. Questions were grouped into three 

sections, with different objectives for each part. 

Part I was informational, with the objective of 

determining which administrator is responsible for each 

auxiliary service area, if cooperative efforts are being 

used, who works with contract providers and who the 

respondent thinks should be responsible for auxiliary 

enterprises as a whole. Ten of the most common auxiliary 

services, determined from the literature, were listed with 
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the options for administration of fiscal, student affairs, 

contract, not applicable or other. The three other 

questions in part one elaborate on the choices. 

The second part was a list of twenty statements to be 

answered based upon a Likert scale, which is simple, 

flexible and easy to understand (Alreck and Settle, 1985). 

The questions were asked randomly, and purposely written 

rather vaguely so that the respondents would not notice a 

pattern or answer to solicit a specific conclusion. Ten of 

the questions were designed exclusively to obtain opinions 

to support or refute the theories and ideas obtained from 

the literature review. Writings in the field along with the 

investigator's 15 years of experience working in higher 

education were used to develop the questions. Table 20 

lists those questions and the area to which each relates. 

Table 20 

Survey Questions Relating to Management Issues. 

The following questions were included in Part II of the 
survey: 

Number Question Issue 

1 Texas Higher Education is Fiscal Matters-
experiencing serious financial Texas 
problems. 
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Table 20 (concl.) 

Number Question Issue 

Total Quality Management (TQM) 
can be applied to improve 
auxiliary management. 

TQM 

11 

13 

14 

16 

17 

19 

Accountability, including 
reporting to external agencies, 
has become a burden to 
administration. 

If an auxiliary service is not 
profitable, contracting the 
service to an outside company 
should be considered. 

For auxiliary enterprises, 
strategic management is 
important. 

Entrepreneurial thinking should 
be encouraged from auxiliary 
enterprise managers. 

The entire campus community 
should have input concerning 
fiscal operations and student 
programs. 

Auxiliary enterprises can 
contribute to the revenue 
of the institution. 

Others (such as faculty, students 
attorneys and auditors) can 
provide useful information 
for auxiliary service 
administration. 

Auxiliary enterprise managers 
must be sensitive to competition 
with retailers in the community. 

Accountability 

Privatization 

Strategic 
Management 

Entrepreneur-
ship 

Cooperative 
Model 

Fiscal Matters-
Auxiliaries 

Others 

Community/UBIT 
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The other ten questions were used to determine if there 

is indeed specialized knowledge attributable to either the 

fiscal or student development administrator. For this 

section only, the responses of the two administrators from 

the University of North Texas (UNT) were not included in the 

survey results. Both were members of the investigator's 

doctoral committee and prior knowledge of the questions 

might have led to biased results. Table 21 indicates which 

questions pertain to each area (fiscal or student services). 

The expected results were that fiscal officers would rank 

higher on financial questions and student services 

administrators higher on student need questions. 

Table 21 

Survey Questions Pertaining to Specialized Knowledge 

Of the Administrator. 

The following questions were included in Part II of the 
survey: 

Fiscal Questions: 

2. I understand the budgeting process for auxiliary 
enterprises. 

5. It is important to obtain and review monthly income and 
expense reports from each auxiliary enterprise. 

10. I know internal controls to prevent theft and fraud. 

12. I can calculate the facility, equipment and maintenance 
needs of auxiliary services. 
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Table 21 (concl.) 

18. I can prepare and/or interpret ratio and trend analyses 
of operations. 

Student Services Questions: 

4. Higher education's responsibility is to develop the 
whole student, as well as educate the student. 

7. I know how to meet the auxiliary service needs of 
minorities, disabled and others with special 
requirements. 

9. I could effectively deal with issues such as sexual 
harassment, alcohol abuse and stress if I managed 
auxiliary services. 

15. Auxiliary services should provide students with the 
products and environment to develop the student as a 
contributing citizen of society. 

20. I would consider the needs, comfort and safety of the 
students in auxiliary enterprises more important than 
the cost to provide them. 

Finally, Part III was a free response, open-ended 

question to solicit ideas that might not have been 

considered from other sources. It was expected that the 

variety of organizational methods and administrator 

experiences would provide useful information for the 

creation of an administrative model. 

Validation of the Survey Instruments 

The instrument was validated by pretesting for clarity 

and appropriateness. Initially, the investigator's doctoral 

committee reviewed the questions and made suggestions. 
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Later, five mid-level administrators of auxiliary 

enterprises at one of the Texas universities were asked to 

review the questionnaire and cover letter. Administrators 

included: 

1. The Director of Administrative and Auxiliary 

Services. 

2. The Director of Housing. 

3. The Director of Student Development. 

4. The Bookstore Manager. 

5. The Manager of Printing and Mailing Services. 

First, they were asked to answer the survey as if they 

were the vice president. Their comments were used for the 

analysis section of this research, along with those of the 

official respondents. Next, they were asked to rate each 

question on clarity and significance and to make any 

suggestions for revision, deletion or addition. Finally, 

the two UNT vice presidents were contacted for final 

comments and suggestions. 

Any item questioned by three or more of the managers 

was to be revised. Although none of the questions fell into 

this category, several of the comments did result in some 

verbal and format changes. Questions 7 and 9 received the 

most comments from the validators. Criticism considered the 

issues of special student needs to be too general, obvious 

and hard to answer. However, the investigator decided to 

retain the questions as a way to distinguish if student 
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affairs officers are indeed better qualified to address 

those needs. 

Distribution of the Survey Instruments 

The survey instruments and cover letters were prepared 

and copied with word processing computer software, on white 

paper. Each questionnaire was coded with a number 

(identifying the institution) and a letter (identifying the 

type of administrator) in the lower right-hand corner. 

Letter A indicated a fiscal officer, B a student affairs 

officer. In this way, nonrespondents could be identified 

for second mailings, if necessary. 

Each questionnaire was mailed to the chief fiscal or 

student services officer of the university, along with an 

addressed stamped return envelope. Over three weeks was 

allowed for answers, because of the burden of the ongoing 

legislative session on fiscal officers. The instrument and 

cover letter appear in the appendix of this work. 

Response to the Survey 

From the initial mailing, 43 of the 52 questionnaires 

were returned (82.7%). Although this rate was sufficient to 

draw some valid conclusions, West (1991) said nonresponse 

must be addressed to provide survey research of high 

quality. In an effort to obtain more complete information, 

a second mailing was sent three weeks after the first 
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deadline, allowing three more weeks to respond (see 

appendix). It was anticipated that administrators might 

have more time to answer between semesters. The second 

request resulted in only two more completed surveys, for a 

final rate of return of 86.5%. 

Of the nonrespondents, six (11.5%) were fiscal officers 

and only one (2%) was a student affairs administrator. 

Again, the reason could have been the fiscal 

responsibilities for state appropriations during the 

legislative session. The second mailing was still 

beneficial, however, because it resulted in a 100% return 

rate of institutions, allowing complete information for Part 

I of the survey. 

Procedure for Analysis of the Data 

The literature review will be as important to this 

research as the survey responses. Books, journals, 

periodicals, newsletters, magazines and dissertations will 

be secondary sources of ideas and opinions; while 

interviews, presentations and personal observations will be 

primary sources. Information from as many sources as 

possible was obtained to answer the research questions and 

develop the model. 

A model is a "symbolic respresentation of the various 

aspects of a complex event or situation, and their 

interrelationships...a simplifiction" (Lippitt, 1973). To 
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create a useful model for the management of auxiliary 

enterprises in higher education, ideas from secondary source 

material, questionnaire responses and personal experience 

were analyzed by both qualitative and quantitative 

techniques. The model is not descriptive (how auxiliaries 

are administered now) or necessarily normative (how they 

should be). Instead, it is a subjective compilation of the 

most beneficial ideas and opinions gleaned from the research 

to create a picture of what could be a useful management 

process. 

Qualitative research techniques are what Miller (1992) 

identified as deliberative. That is, a "critical inspection 

of assumptions, concepts, issues and practices... 

interpretive analysis...mostly from writings of others and 

prior knowledge." Part II and III of the questionnaire 

included such qualitative information. Parts I and II 

provide quantitative evidence to support the study. Part I 

was used to determine how auxiliaries are currently being 

administered. 

Several types of analysis techniques were used to 

examine the data collected. The following explains some of 

these procedures: 

Narrative Summaries. Most of the information obtained 

through the various sources was reported in narrative form 

as a synthesis of the most pertinent information to answer 

the research questions. 
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Frequency Tables. Some of the research questions called for 

an analysis of the types of administration of auxiliary 

enterprises in Texas (Part I of survey instrument). Totals 

from those responses were presented in frequency tables for 

ease of understanding and quick comparisons. 

Paired t-tests. Alreck and Settle (1985) identified the use 

of paired t-tests "to check the significance of differences 

between two continuous variables that were both provided by 

the same respondents." In this research, the variables were 

fiscal responsibility and sensitivity to student needs. The 

analysis of the differences, significant at the .05 level or 

greater, showed which administrator was stronger in each 

category. 

Fiscal officers and student services officers were 

analyzed separately by this method. Two fiscal officers and 

two student services officers failed to respond to one or 

more items on the survey instrument. Kirk (1982) suggested 

that missing observations or data can be estimated through 

analysis procedures or the data can be analyzed excluding 

the missing data. For the simple t-test calculations in 

this research, the four surveys with missing item responses 

were excluded, leaving a total of 17 fiscal responses and 22 

for student services for these computations. 



CHAPTER IV 

PRESENTATION OF FINDINGS 

Introduction 

The purpose of this chapter is to present an analysis 

and interpretation of the data collected pertaining to the 

administration of auxiliary enterprises in Texas public 

universities. The literature review and survey responses 

resulted in such an abundance of information, that the most 

logical presentation method is to relate the data to the 

objectives of the study and to the individual research 

questions, as listed in Chapter I, generally under: 

1. demographic information. 

2. administrator knowledge. 

3. problems and opportunities. 

4. administration model. 

Demographic Information 

The first purpose of this study was to determine which 

administrators currently have responsibility for the 

management of auxiliary enterprises. The literature review 

indicated that, nationwide, fiscal officers were most often 

in charge, but others such as student services officers and 

auxiliary directors were also commonly had authority. 

169 



170 

In Texas, accurate and current administrative roles 

were obtained from the survey instrument of this study since 

there was a 100% response rate by institution. Table 22 

summarizes the information through the use of a frequency 

distribution table. 

Table 22 

Frequency Distribution of the Administrative Responsibility 

for Auxiliary Enterprises in Texas Universities. 

AUXILIARY 

STUDENT 

FI8CAL SERVICES CONTRACT N/A OTHER TOTAL 

BOOKSTORE 

HOUSING 

STUDENT UNION 

HEALTH SERVICES 

FOOD SERVICES 

PRINTING 

VENDING 

CHILD CARE 

PARKING 

MAIL SERVICES 

TOTAL 

14 

10 

le 

20 

103 

19 

15 

12 

88 27 19 23 

26 

2 6 

26 

26 

26 

26 

26 

26 

26 

26 

260 

PERCENTAGE 39 .6 3 3 . 9 1 0 . 4 7 . 3 1 0 0 
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The preceding table provides answers to all of the 

research questions under objective number one as follows: 

1. What percentage of auxiliary enterprises are 

administered bv the fiscal officer? The research indicates 

that 39.6% of the services are administered by the fiscal 

officer. This number agrees with the literature review as 

the most popular choice for the responsibility. 

2. What percentage bv the student services officer? 

Surprisingly close to the number of fiscal officers, 33.9% 

of the student services administrators are responsible for 

auxiliaries, especially in student-related services such as 

housing, student unions and health services. 

3. What percentage bv other administrators? Although only 

8.8% are administered by others, there is a great variety of 

organizational methods used, as indicated in Table 23. 

4. What percentage are contracted out to independent 

companies? A significant 10.4% are contracted, but only in 

food services, bookstores and vending. Over half (57.7%) of 

food services at Texas public universities are now 

contracted out to private companies. Of the 27 contract 

services statewide, Table 24 illustrates which university 

officer has oversight. 

The survey data supports the general findings in the 

literature, as well as the fact that both fiscal and student 

services administration are important in the auxiliary area. 

Some interesting observations from the survey specific to 
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Table 23 

Auxiliary Enterprise Administrators in Texas Other 

Than Fiscal or Student Services Officers. 

Administrator Title 

Vice President for 

Academic Affairs 

Vice President for 

Administration 

Auxiliary Director 

Vice President for 

Operations 

Provost 

Department Head 

President 

Director of Public Safety 

Vice President for 

Advancement 

Health Science Center 

Totals 

Number in Texas 

5 

3 

3 

2 

1 

1 

1 

1 

1 

24 

Percentage 

25.0% 

20.7% 

12.5% 

12.5% 

8.3% 

4.2% 

4.2% 

4.2% 

4.2% 

4.2% 

100.0% 

the demographics of auxiliaries at Texas institutions, 

include: 

1. No auxiliary enterprise was totally dominated 
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by one category. However, fiscal officers 

were most often responsible for bookstores, 

printing, vending, parking and mail services. 

Student services officers usually administer 

housing, student unions and health services. 

2. At only one school were all auxiliaries controlled 

by a single administrator—the vice president for 

fiscal affairs. 

3. At 46% of the institutions, there was no child day 

care service. With the return of non-traditional 

students discussed in Chapter 2, this may be a 

needed service and potential source of income. 

4. Only two universities reported an auxiliary service 

with shared governance between fiscal affairs and 

student services—one for housing, one for vending. 

Administrator Knowledge 

The second purpose of this research was to ascertain 

the administrator concern in fiscal matters and student 

needs. The literature indicated that fiscal officers are 

generally trained in fields such as accounting, finance, 

marketing, fraud detection, budgeting and ratio analysis. 

Student services officers usually have background training 

to address student needs such as drug and alcohol abuse, 

disabilities, minority issues and environment. 

The responses to the questions in Part II of the 
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questionnaire, listed in Table 21, were expected to confirm 

the special skills listed above. Fiscal officers should 

have rated themselves higher on fiscal questions and student 

services officers higher on student needs. The paired t-

tests were used to evaluate the data and to answer the 

research questions pertaining to purpose number 2 as 

follows: 

1. Of those auxiliaries administered bv fiscal officers, 

what is the degree of concern with fiscal responsibility and 

with student needs? Table 26 summarizes the t-test results 

of the survey analysis, showing that there is indeed a 

significant difference in perceived skills, since the t 

value obtained from the research is greater than the 

critical t from reference tables. 

Fiscal officers in total rated themselves higher on the 

questions addressing fiscal matters. Only three of the 17 

respondents analyzed rated higher on student needs and two 

at the same level for each skill. One student services 

officer noted that "often auxiliaries managed through fiscal 

affairs lose the student touch." Another concurred that 

administrators need to be sensitive to student needs, while 

a third believed auxiliaries are viewed as profit oriented 

only. 

2. Of student services officers, what is the degree of 

concern with fiscal responsibility and with student needs? 

As indicated in Table 27, the t-test for student 
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affairs administrators did not show a significant difference 

in perceived skills. Of the 22 respondents analyzed, six 

actually rated higher on fiscal matters than student needs 

and seven rated the same in each area. In total, student 

needs rated only six points higher than fiscal matters. 

Both types of administrators indicated by their 

comments that student needs are important, but must be cost 

effective. The following quote from one of the student 

affairs officers is indicative of the responses from this 

research that shows most administrators are concerned with 

both aspects of auxiliary management. 

Since students are our raison d'etre we must always 
give consideration to the effect on them of any 
decision about auxiliary enterprises. We must at 
the same time be cognizant of the necessity to 
produce revenues in order to meet university goals. 
Any decision must incorporate a careful analysis of 
the importance of both aspects (components). 

3. In general, are fiscal officers more concerned with 

fiscal responsibility and student services officers more 

concerned with student needs, as would be expected? 

From this study alone, the results are inconclusive to 

answer this question. It appears from the quantitative data 

alone that fiscal officers are more concerned with fiscal 

matters, but student services officers show almost equal 

concern in both areas. Drawing such conclusions from the 

numbers alone, however, may not accurately indicate the true 

degree of interest of the administrators. The following are 
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Table 24 

Summary of t-test Analysis for Survey Responses by 

Fiscal Officers. 

Comparison of (A) Fiscal Matters with (B) Student Needs 

(A) Mean 22.47 n = 17 

(B) Mean 20.76 df = 16 

Mean Difference 1.71 Level of significance = .05 

Sample variance 5.471 

Standard deviation 2.339 

t 3.016 

Critical t(.05,16) 2.120 

Table 25 

Summary of t-test Analysis for Survey Responses bv 

Student Services Officers. 

Comparison of (A) Fiscal Matters to (B) Student Needs 

(A) Mean 21.09 n = 22 

(b) Mean 21.36 df = 21 

Mean Difference .27 Level of significance = .05 

Sample Variance 7.219 

Standard Deviation 2.687 

t .47 

Critical t (.05,21) 2.080 
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three theories as to why student services officers might 

have scored as they did: 

1. Training. In both education and experience, 

training for student services officers may be 

broader. Almost all academic programs and career 

positions include some aspect of fiscal management. 

Fewer, however, include information about student 

issues or social problems like alcohol abuse. 

Student affairs officers would have received such 

training on the job—through self-study, 

conferences, and the work experience. 

2. Concepts. The questions on the survey, as written, 

may have been more specific for fiscal affairs and 

more general and difficult to answer for student 

needs. Comments as follows, plus the fact 

that several were skipped, seem to indicate 

difficult concepts. The survey question number for 

each comment is in parentheses. 

"I know how, but it may be very difficult to 

accomplish" (7) 

"??" (7,9) 

"I'm not sure what this means. Generally-

yes, feedback is important. About every 

intended program, etc.-no" (14) 

" 'entire' is the key word that makes this 

difficult to answer" (14) 
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"comfort?" (20) 

"needs to be a balance" (20) 

"cannot be separated" (20) 

"I consider them equally important and a 

juggling act at all times in order to 

determine in each case which should take 

priority" (20) 

"This is a tough question-someone has to pay 

for these services" (20) 

"As long as it's break-even" (20) 

"both are critical" (20) 

Perhaps more indicative that administrators have 

special skills is the answer to question three in 

Part I about which administrator overall would be 

best to administer auxiliary enterprises. Fourteen 

respondents answered that both should share the 

authority, depending on the service. Of course, 

65% of the fiscal officers and 28% of the student 

affairs officers chose themselves as the best 

administrator. However, had the question been 

worded differently, more would have probably agreed 

with one respondent who said "no one administrator 

can do all." 

Fiscal Importance. During better economic 

conditions, student services officers might 

concentrate more on student concerns and leave 
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fiscal matters more to business officers. Hard 

times, however, require that everyone on campus 

learn basic concepts to save money. 

Problems and Opportunities 

The third purpose of this research study was to 

identify problems and opportunities that should be 

considered to improve administration. From the literature, 

problems in the educational environment were uncovered 

applicable to the administration of auxiliary enterprises. 

To address the problems, opportunities to apply business 

concepts to higher education administration were also 

discovered. The issues from the literature were included in 

the survey instrument to support or refute literature 

conclusions in answering the following research questions: 

1. What problems have caused the most concern for 

arinnnistrators in the management of auxiliary enterprises? 

The literature review identified fiscal matters, 

community relations and privatization as problems. For each 

category, special incidents pertaining to Texas universities 

were also cited. On the survey instrument, questions number 

1, 6, 8, 16 and 19 were asked to solicit administrators' 

opinions of these problems. A detailed discussion of the 

findings follows, for each problem area: 

1. Fiscal Matters. Question 1, in Part II of the 

survey, "Texas Higher Education is experiencing serious 
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financial problems," was asked to determine if 

administrators agree with the overall concept of this 

research. If there are no financial problems, auxiliary 

revenue and efficient management would not be an issue. 

Forty-five administrators answered this question. Of those, 

28 (62%) "strongly agreed," while 13 (29%) "agreed." With 

91% of the administrators agreeing with this statement, 

financial matters must be a problem in Texas. Both types of 

administrators responded similarly to this question. 

Questions 6 and 16 were more specific questions about 

fiscal matters. Number 6, "Accountability, including 

reporting to external agencies, has become a burden to 

administrators," relates to one of the fiscal problems 

highlighted in the literature review. Surprisingly, only 

47% strongly agreed and 31% agreed. The responses were 

enough to consider accountability a problem, but not as much 

so as indicated by writers in the field. 

Question 16, "Auxiliary enterprises can contribute to 

the revenue of the institution" strongly supports the 

premise of this research and helps to justify the 

development of a management model for these services. 

Ninety-eight percent, all but one respondent, either agreed 

or strongly agreed with this statement. Even that one 

person was just neutral on the subject. The literature 

indicated that auxiliaries are not always even self-

supporting, but the administrators agree with the 
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investigator that auxiliaries present an opportunity for 

revenue in higher education. 

2. Community Relations. The literature identified 

community relations, and specifically the unrelated business 

income tax (UBIT) to be a problem of primary concern to 

auxiliary administrators. From their response to statement 

number 19, "auxiliary enterprise managers must be sensitive 

to competition with retailers in the community," 

administrators seem to be aware of the consequences. Fifty-

six percent strongly agreed with the statement, while 

another 40% agreed. 

3. Privatization. Question 8 about privatization and 

contract services presented interesting results. The 

statement read "if an auxiliary service is not profitable, 

contracting the service to an outside company should be 

considered." Although 82% still agreed or strongly agreed 

with the statement, this time 11% were neutral and 4% 

disagreed. The results support those opinions of the 

writers that some do not want to give up control through 

privatization. As expected, 90% of the fiscal officers 

favored contract services, but only 76% of the student 

services officers. 

Several of the comments in Part III were about contract 

services and they show the difference of opinion between 

fiscal officers trying to operate profitably and student 
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affairs officers trying to serve the students. Some fiscal 

officer comments were: 

"The future of auxiliary enterprises-for Texas 

universities-is in contracting. Contract services are being 

forced on higher education by state laws and policies. For 

example, benefits, workers compensation, unemployment 

compensation, salary increases, hiring and firing practices, 

reporting." 

"Contract services can eliminate headaches as well as 

deficits!" 

However, one fiscal officer did agree that outsourcing 

can create morale problems. Student services administrators 

elaborate by stating: 

"Administration of them should be kept locally." 

"Contracted services are often less available when 

student demand is dominant. Fiscally this is essential but 

I believe that sometimes a profit margin can be reduced in 

the interest of better service. Auxiliaries are an 

important component of universities and should only be 

contracted out when absolutely necessary." 

Again, there were exceptions to the expected responses 

with one student services officer stating "we have 

discovered that contracting some of our auxiliary services 

has been better and beneficial for our university." The 

survey results reiterate the literature findings that 
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contract services are controversial and have both good and 

bad aspects. 

In general, the survey data supports the problem areas 

identified in the literature. No other problems were 

presented by the respondents in Part III of the survey. 

Figure 1 provides an illustration of the research results on 

this topic. 

2. What management skills used in the for-profit 

sector can be applied to the administration of auxiliary 

enterprises in higher education? 

The literature review repeatedly indicated three 

business management techniques applicable to these services-

strategic management, entrepreneurship and total quality 

management. On the questionnaire, the higher education 

administrators were asked their opinions of these 

procedures. The results in each area are presented below: 

1. Strategic Management. Question 11 stated "for 

auxiliary enterprises, strategic management is important." 

One administrator did not answer this question and one had a 

neutral response, but all of the others either strongly 

agreed (64%) or agreed (34%). Figure 2 illustrates a 

strategic model that could be applied to auxiliary 

administration, based on a review of the literature. 

2. Entrepreneurship. Administrators were asked in 

question 13 if "entrepreneurial thinking should be 

encouraged from auxiliary enterprise managers." Sixty 
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Figure 1 

Problems Affecting the Administration of Auxiliary 

Enterprises. 
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percent of the administrators strongly agreed, one with an 

exclamation point. Another 36% agreed with the statement. 

As the literature review suggested, auxiliary enterprises is 

probably the best place on campus to encourage 

entrepreneurship. 

3. Total Quality Management (TOM). From the 

literature, TQM was found to be a popular management 

technique being used in higher education, with applications 

for auxiliary enterprises. Question 3 on the survey said 

"Total Quality Management (TQM) can be applied to improve 

auxiliary management." Although 86% of the responses were 

positive, the six neutral responses and one failure to 

respond seemed to indicate that the concept may not be as 

well known or applied at Texas universities as suggested 

from the literature. In fact, one respondent asked for a 

definition of TQM. Nevertheless, the literature does seem 

to indicate that in any industry, quality is the way to 

maintain customer (student) loyalty despite difficult 

economic conditions. One of the student services officeres 

included in the comments in Part III that "we understand 

that our role is customer service and we subscribe to the 

principles of TQM." 

3. What special skills do fiscal officers possess for 

the administration of auxiliary enterprises? 

The surveys confirmed that fiscal officers understand 

the concepts of financial matters. Table 28 summarizes the 
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Figure 2 

Strategic Model for Higher Education Auxiliary Services, 
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administrators1 self-analyses of their skills. The table 

also illustrates that they are also familiar with areas 

relating to student needs. In fiscal management, they are 

strongest in budgeting and weakest in facility management. 

In student matters, they ranked the questions about meeting 

student needs the lowest, despite the fact that they ranked 

developing the whole individual the highest. It may be 

difficult to do one without the other. 

Table 26 

Survey Analysis of Fiscal Officer Skills. 

Question 

Number Topic 

Strongly 

Agree Agree 

Strongly 

Neutral Disagree Disagree 

Fiscal Hattersi 

2 Budgeting 

5 Income/Expense Reports 

10 internal Controls 

12 Facility Maintenance 

18 Ratio/Trend Analysis 

Overall Total 

Student Needst 

4 Student Devlopment 

7 Special Needs 

9 Student Problems 

15 Social Development 

20 Needs vs Cost 

Overall Total 

62% 

591 

59% 

18% 

59% 

55% 

71% 

18% 

29% 

47% 

18% 

37% 

18% 

29% 

35% 

76% 

41% 

40% 

29% 

70% 

41% 

53% 

53% 

49% 

6% 

6 % 

6 % 

4% 

12% 

12% 

23% 

10% 

61 

1% 

12% 

2% 

0% 

6% 

6% 

2% 

4. What special skills do student services officers 

possess? 

As mentioned earlier, student services officers rated 

themselves high in both fiscal and student areas. Table 27 
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summarizes their responses to the questions. Although the 

t-test results mentioned earlier did not show student 

services officers with significantly greater skills overall 

in student needs, this table shows, upon closer inspection 

of the data, that several of the respondents were a little 

more uncertain about fiscal topics. The student affairs 

officers were most confident in income statement analysis 

and least in facility management, pertaining to fiscal 

matters. These administrators strongly supported the 

development of the whole individual and ranked high on all 

of the other student topics. 

5• Are there others on campus and off campus who can 

contribute ideas for more effective administration. 

The literature review revealed that many others can 

provide insight for the management of auxiliaries. These 

include, but are not limited to: 

1. auxiliary managers. 

2. faculty 

3. students 

4. alumni. 

5. internal auditors. 

6. attorneys. 

7. consultants. 

8. other administrators. 

9. student and professional organizations. 
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Table 27 

Survey Analysis of Student Services Officer Skills. 

Question 

Number Topic 

Strongly 

Agree Agree 

Strongly 

Neutral Dieagree Disagree 

Fiscal Hatters! 

2 Budgeting 

5 Income/Expense Reports 

10 Internal Controls 

12 Facility Maintenance 

111 Ratio/Trend Analysis 

Overall Total 

Student Meedsi 

4 Student Devlopment 

7 Special Meeds 

9 Student Problems 

15 Social Development 

20 Meeds vs Cost 

Overall Total 

68% 

73% 

32% 

23% 

32% 

45% 

91% 

32% 

32% 

41% 

32% 

45% 

32% 

23% 

41% 

50% 

45% 

30% 

9% 

59% 

36 % 

59% 

41% 

41% 

10% 

18% 

10% 

5% 

1 0 % 

14% 

7% 

4% 

9% 

5% 

9% 

6% 

4% 

4% 

14% 

5% 

4% 

1% 

5% 

1% 

On the survey, question 17 solicited the Texas 

administrators' opinions on this topic, worded, "others 

(such as faculty, students, attorneys and auditors) can 

provide useful information for auxiliary service 

administration." Ninety percent of the fiscal officers 

agreed or strongly agreed with the statement; 9 6% of the 

student services officers. Despite any conclusions about 

cooperative administration, both the literature and the 

surveys support input from a variety of knowledgeable 

sources. 
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Administration Model 

The final purpose of this research was to develop a 

model, incorporating integrated efforts, useful for the 

administration of auxiliary enterprises in higher education. 

To this end, the following research questions were answered: 

1. Which skills determined in purpose # 3 can be most 

useful for the administration of auxiliary services? 

The literature review, supported by the opinions of the 

survey respondents, identified certain skills essential for 

good management of auxiliary enterprises. The first skill 

is a knowledge of the problems that have an impact on the 

success of the endeavor. These include fiscal matters such 

as the poor economy, accountability, cost cutting and 

revenue enhancement. For this model, based upon a review of 

the Texas public universities, special knowledge of 

situations in the state are also important. In any business 

situation, a knowledge of the environment is essential. 

Secondly, the administrator should have current 

knowledge of business ideas and management techniques. 

Those theories successful in the corporate world can often 

be beneficial to the university. Today, the procedures in 

strategic management, entrepreneurship and TQM can be 

applied to auxiliaries. The theories and techniques change, 

but the university business departments should have current 

literature and knowledgeable faculty to explain processes. 
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Finally, the education and experience of many 

individuals can contribute to the administrative process. 

This study has provided evidence that both fiscal and 

student affairs officers possess strengths in their own 

fields. Others also can supplement their skills. 

2. Can a model be developed that would coordinate 

those skills into a cooperative effort? 

Knowing some of the skills contributing to successful 

administration helps to develop elements for model building. 

There is still the question of how useful and successful 

such a model would be. The survey, therefore, included two 

questions designed to assess administrators' opinions about 

cooperative efforts. 

The first question, Number 2 in Part I, asked if any of 

the universities currently use cooperative administration 

for auxiliaries. Eighty percent of the fiscal officers and 

68% of the student affairs administrators said yes. The 

following are examples cited: 

1. Housing cashiering and accounting report to the 

fiscal officer. 

2. Housing, student union, and day care-fiscal officer 

responsible for financial issues. 

3. All areas, especially housing and food service. 

4. Housing, union, parking. 

5. Fiscal office involved in all auxiliary activities. 

6. Housing-administered financially by fiscal officer 
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and managed on a day-to-day basis by student 

services. 

7. Printing and Day Care-Fiscal, Student Services, 

Provost. 

8. Food Services-Fiscal, Student Life, Contractor. 

9. Financial oversight by fiscal officer. 

10. Vending-especially copy machine service. A 

committee of librarians, students and 

administration (fiscal) oversees operation. 

11. Fiscal responsibility ultimately rests with the 

chief fiscal officer. 

12. Day care-fiscal services monitors program 

compliance by the vendor and student services 

concentrates on the actual service. 

13. Housing is a rather loose arrangement between 

business and student areas. 

14. Housing, student union, etc. 

15. Certain discipline problems in housing are handled 

by student affairs. Also student affairs takes an 

active role in student programming within the Union 

Program Council. 

16. All financial matters are the responsibility of the 

fiscal officer. 

17. President's Cabinet, plus close working 

relationships, especially with housing and student 

services. 
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18. Parking-Multi-divisional committee makes 

recommendations to the Presidents' Council. 

Housing-committee reviews room and board rates and 

maintenance schedules. Auxiliary services 

negotiates with food service contractor on 

estimated rates. 

19. Housing and telephone services-billing cooperation. 

20. Food services-work closely since student services 

oversees housing and students participate in meal 

plan. 

21. Bookstore and Food Services. 

22. Housing. 

23. Advisor Committee. 

24. There is close liaison and cooperation between 

student affairs and the medical school for health 

services. 

25. Informally, student and fiscal work on food 

service. 

26. ARA and University Center staff. 

27. Food service employees in student union is 

subsidized by student service fees. 

28. Housing-financial and student services; food 

services has input from financial and student 

services. 

29. Food Services (2). 

30. Food service affects students dramatically, so I as 
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a student affairs chief have good rapport to the VP 

Administration with food service. This is true in 

most auxiliary enterprises. 

31. Housing, union and health center programs. 

These comments show that cooperative administration is 

not only feasible, but already operating well to some extent 

in Texas. Still, one vice president commented that there 

were coordinating problems between student and business 

affairs. Although all were from the same institution, three 

of the five lower-level administrators who validated the 

instrument acknowledged that coordination was lacking and 

that the auxiliary directors and managers were not included 

enough in the planning and decision making processes. 

In Part II, question number 14 was designed to 

determine if administrators really support such efforts by 

stating "the entire campus community should have input 

concerning fiscal operations and student programs." A few 

respondents questioned the word "entire," but most (55% 

fiscal, 68% student affairs) still supported the concept. 

This question was ranked lowest of all responses, perhaps 

because the question was not clear as to how much input 

there should be. One administrator pointed out that 

management sometimes demands quick decisions, and it is not 

always feasible to approach too many others for comments 

first. 
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Nevertheless, both the literature and the research 

survey seem to indicate that a useful administrative model 

can indeed be developed. A model is a "symbolic 

representation of the various aspects of a complex event or 

situation, and their interrelationships...a simplification" 

(Lippitt, 1973). Certainly, this research has presented 

many such events and relationships. The design, however, 

was not one to show the best way to administer and auxiliary 

function. Instead, it was to be what Mintzberg (1989) 

described as "configurations...in which it makes more sense 

to talk of networks of interrelationships than of any one 

variable driving the other." Mclntyre (1991a) agreed that 

administrators must share the burden in hard times and 

Knight and Mock (1989) observed that many administrators 

need to work together to expand their vision of the 

university. 

Figure 3, although not the only possible model, 

provides a simple paradigm of essential elements of this 

study. The circular design shows how auxiliary enterprises 

are surrounded by information, techniques and people that 

can improve the manangement and revenue-producing potential 

of the services. 
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Figure 3 

Administrative Model for Auxiliary Enterprises Management 

at Texas Public Universities. 
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CHAPTER V 

SUMMARY, CONCLUSIONS, IMPLICATIONS 

AND RECOMMENDATIONS 

Summary of the Study 

This was a study of the administration of auxiliary 

enterprises in Texas higher education institutions. The 

problem addressed by this study was the development of a 

model for the administration of the auxiliary services. The 

research had four primary purposes. 

The first purpose was to determine which administrators 

in Texas currently have responsibility for the management of 

auxiliary enterprises. Secondly, the study was to ascertain 

the correlation between the type of administrator and the 

degree of concern for fiscal responsibility and student 

needs. 

The third purpose was to identify problems and 

opportunities that should be considered to improve 

administration. Finally, the research was to result in a 

model that could be useful in the management of auxiliary 

services through integrated efforts. 

Research questions answered by this study were as 

follows: 

197 
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1. What percentage of auxiliary enterprises are 

administered by the fiscal officer? 

2. What percentage by the student services officer? 

3. What percentage by other administrators? 

4. What percentage are contracted out to independent 

companies? 

5. Of those administered by fiscal officers, what is 

the degree of concern with fiscal responsibility 

and student needs? 

6. Of student services officers, what is the degree of 

concern with fiscal responsibility and with student 

needs? 

7. In general, are fiscal officers more concerned with 

fiscal responsibility and student services officers 

more concerned with student needs, as would be 

expected? 

8. What problems have caused the most concern for 

administrators in the management of auxiliary 

enterprises? 

9. What management skills used in the for-profit arena 

can be applied to the administration of student 

services? 

10. What special skills do fiscal officers possess for 

the administration of auxiliary enterprises? 

11. What special skills do student services officers 

possess? 
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12. Are there others on campus and off campus who can 

contribute ideas for more effective administration? 

13. Which skills determined in purpose #3 can be most 

useful for the administration of auxiliary 

services? 

14. Can a model be developed that would coordinate 

those skills into a cooperative effort? 

The participants surveyed were chief fiscal and student 

services administrators at the 26 public four-year 

universities in Texas. Each officer was sent the 

questionnaire to collect data to answer the research 

questions. Questionnaires were returned by 86.5% of the 

administrators. The instrument was formulated by the 

investigator and evaluated by mid-level auxiliary managers. 

The instrument was arranged in three parts. Part I was 

designed to obtain quantitative data about who has primary 

administrative responsibility for 10 of the most common 

types of auxiliary services. Part II consisted of 20 

statements to be rated on a Likert—type scale ranging from 

"strongly agree" to "strongly disagree." These questions 

were prepared to determine attributes of the administrators 

and opinions on management ideas. Finally, Part III was an 

open-ended question written to solicit individual opinions 

on auxiliary services. 

The responses were evaluated using a combination of 

research techniques. Administrator responsibility was 
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presented by frequency tables. Skills were evaluated 

through the use of paired t-tests. Finally, many of the 

responses were presented in narrative summaries. To answer 

the research questions, the survey responses were answered 

in conjunction with the literature review of the same 

material. 

For the questions on administrative responsibility, 

39.6% of auxiliaries in Texas are administered by fiscal 

officers, 33.9% by student services, 10.4% contracted out, 

8.8% by others and 7.3% do not offer the services listed. 

Almost every institution split the authority among 

administrators, depending on the auxiliary area. 

The paired t-tests to determine administrator skills 

and knowledge revealed a significant difference at the .05 

level for fiscal officers. They ranked themselves 

significantly higher on the financial questions than on the 

student needs questions. On the other hand, student 

services officers ranked almost the same for both concepts, 

with no significant difference. 

The areas of concern for higher education such as 

fiscal matters, community relations and privatization all 

were rated important by the respondents. Similarly, as a 

whole they supported the business concepts of strategic 

management, entrepreneurship and Total Quality Management 

(TQM). Eighty-two percent agreed that contract services 
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could be more profitable and 93% agreed that others should 

be involved in the administrative process. 

Conclusions 

From the analysis of the data, the following 

conclusions can be derived: 

1. In Texas public universities, auxiliary enterprises 

are administered predominantly by fiscal officers 

and student services officers. A few are 

administered by others and contracting them out to 

independent companies is growing in favor. 

2. Although fiscal officers seem more skilled in 

financial areas, student services officers show 

equal concern for fiscal matters and student needs. 

3. Problems and opportunities can be identified for 

the administration of auxiliary enterprises, useful 

toward improved management. 

4. The findings of this study can be synthesized into 

an integrated model for the administration of 

auxiliary enterprises. Texas administrators 

currently employ collaborative efforts and support 

the development of a cooperative model of 

administration. 
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Implications 

The responses to the survey seem to indicate that 

administrators in Texas are willing to consider new 

techniques and input from others to develop auxiliary 

enterprises as revenue-producing services that meet student 

requirements. Neuhoff (1990) said "efficiency, and in a 

sense profitability are becoming key words in applying 

public funds." Blumenstyk (1990) reported that higher 

education will be unable to survive this decade without 

making fundamental changes. Texas administrators, according 

to their survey responses appear willing to change and 

improve. 

Toward that goal, the model developed can be used to 

help administrators work together, each contributing their 

own special knowledge and skills. They can use the 

comparison data to understand how other institutions are 

organized. The writings in the field and findings from the 

survey can identify problems to be addressed or avoided and 

opportunities to be exploited. 

The results can help administrators understand the 

contributions others can make to help with operations and 

decision making. Finally, the model presents a simple, 

overall summary of the research that can be used to identify 

deficiencies or to suggest improvements. Ernest L. Boyer in 

College: The Undergraduate Experience in America (1986) 

perhaps best summarizes the intent of this model: 
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In the end, good governance is to be measured not 
by the formality of the structure, but by the integrity 
of the participants, by the quality of communication 
and above all, by the willingness in individuals to 
bond together in support of larger purposes. 

Recommendations 

Alreck and Settle (1985) explained that survey 

information "is sought not so much to assist decision making 

as it is to enhance the theoretical and conceptual knowledge 

of the discipline...to answer research questions... about the 

propensities and the predispositions of people." This study 

has presented a wide variety of data that could be expanded 

through additional research such as the following: 

1. Replication of the study in other states, 

emphasizing special problems particular in 

different regions. 

2. Periodically update the information pertaining to 

types of administrators, new problems and current 

management theories. 

3. Apply the study to different segments of higher 

education such as community colleges, private 

institutions and vocational schools. 

4. Prepare a case study in a university where the 

administrators agree to manage applying the 

principles of the model, and evaluate the results 

for improvement. 
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COVER LETTER 

March 24, 1993 

Dear Fiscal/Student Services Officer: 

As partial completion of the requirements leading to a degree 
of Doctor of Philosophy in Higher Education Administration 
from the University of North Texas, I am surveying the 
opinions of chief fiscal and student services officers in 
Texas public universities regarding the administration of 
auxiliary enterprises. 

I am sure you will agree, as the Legislature meets to consider 
funding for the next biennium, that colleges and universities 
have encountered numerous fiscal restraints in recent years. 
Auxiliary enterprises such as bookstores, housing and food 
services are among the areas being scrutinized for revenue 
enhancement and cost savings. There is some concern, however, 
that changes may result not sufficiently serving the students' 
needs. I plan to develop a model for administration of 
auxiliary enterprises that will integrate the skills and 
knowledge from several sources. 

Your opinions and ideas are important to this study; 
therefore, I am requesting that you complete the short 
questionnaire attached and return it to me by April 16. Your 
responses will be used only for the purposes of this study and 
will be kept anonymous and confidential. I am seeking a 100% 
response rate from all Texas public 4-year institutions, 
therefore, questionnaires are coded only for follow-up 
purposes. 

Sincerely yours, 

Marianne Yarbrough, C.P.A., M.B.A. 
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QUESTIONNAIRE 

Please provide the information requested below as it pertains 
to auxiliary enterprises at your institution. 

PART I. 

1. Who has ultimate responsibility for the administration of 
auxiliary enterprises at your institution for each of the 
following areas? 

Auxiliary Administrative Responsibility 

Fiscal Student Contract 
Officer Services Services N/A Other 

Bookstore 
Housing 
Student Union 
Health Services 
Food Services 
Printing 
Vending 
Day Care 
Parking 
Mail services 

2. Are there any cooperative efforts for administration in 
these areas? Yes No 

Examples? 

3. Overall, who do you think would be the best administrator 
of all auxiliary services on campus? 

4. If you marked "contract services" in any of the areas 
above, please indicate who has primary responsibility for the 
contact with and/or management control of the contractor. 
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PART II. 

Please circle the number from the scale that shows how much 
you agree or disagree with each statement, whether you 
administer auxiliary enterprises or not. 

Scale 
1 = Strongly Disagree 
2 = Disagree 
3 «* Neutral 
4 = Agree 
5 = Strongly Agree 

1. Texas Higher Education is experiencing 
serious financial problems. 1 2 3 4 5 

2. I understand the budgeting process 
for auxiliary enterprises. 1 2 3 4 5 

3. Total Quality Management (TQM) can 
be applied to improve auxiliary 
management. 1 2 3 4 5 

4. Higher education's responsibility 
is to develop the whole student, as 
well as educate the student. 1 2 3 4 5 

5. It is important to obtain and review 
monthly income and expense reports from 
each auxiliary enterprise. 1 2 3 4 5 

6. Accountability, including reporting to 
external agencies, has become a burden 
to administrators. 1 2 3 4 5 

7. I know how to meet the auxiliary service 
needs of minorities, disabled and others 
with special requirements. 1 2 3 4 5 

8. If an auxiliary service is not profitable, 
contracting the service to an outside 
company should be considered. 1 2 3 4 5 

9. I could effectively deal with issues such 
as sexual harassment, alcohol abuse and 
stress if I managed auxiliary services. 1 2 3 4 5 

10. I know internal controls to 
prevent theft and fraud. 1 2 3 4 5 

11. For auxiliary enterprises, strategic 
management is important. 1 2 3 4 5 

12. I can calculate the facility, equipment 
and maintenance needs of auxiliary 
services. 1 2 3 4 5 

13. Entrepreneurial thinking should be 
encouraged from auxiliary enterprise 
managers. 1 2 3 4 5 
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14. The entire campus community should 
have input concerning fiscal operations 
and student programs. 1 2 3 4 5 

15. Auxiliary services should provide 
students with the products and 
environment to develop the student as 
a contributing citizen of society. 1 2 3 4 5 

16. Auxiliary enterprises can contribute 
to the revenue of the institution. 1 2 3 4 5 

17. Others (such as faculty, students, 
attorneys and auditors) can provide 
useful information for auxiliary 
service administration. 1 2 3 4 5 

18. I can prepare and/or interpret ratio 
and trend analyses of operations. 1 2 3 4 5 

19. Auxiliary enterprise managers must be 
sensitive to competition with retailers 
in the community. 1 2 3 4 5 

20. I would consider the needs, comfort 
and safety of the students in auxiliary 
enterprises more important than the cost 
to provide them. 1 2 3 4 5 

PART III. 

Please share any ideas, problems or concerns you have about 
the administration of auxiliary enterprises at universities. 

This concludes the questionnaire. 

Thank you for your participation! Please return it in the 
stamped, pre-addressed envelope provided. 
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SECOND NOTICE 

COVER LETTER 

May 7, 1993 

Dear Chief Student Affairs Officer: 

On March 24 I mailed to you a questionnaire concerning the 
administration of auxiliary enterprises as research for my doctoral 
dissertation. My records show that I have not yet received the 
completed survey from you, and would like to ask again for a 
response. 

The input from administrators like you is important not only to me 
to complete my research, but also to future administrative research 
in higher education. The experience and suggestions you can 
contribute are valuable. 

I am enclosing another survey and a stamped return envelope. 
Please take a few minutes to complete it and return to me by May 
28. Perhaps things will be less hectic for you between semesters. 
Thank you for your help. 

Sincerely yours, 

Marianne Yarbrough 
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