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The current fiscal crisis in U.S. institutions of higher education is a direct result of 

the 2008 global recession. The collapse in the financial industry, housing foreclosures, 

and high unemployment are just a few of the consequences that continue to wreak havoc 

on state and local governments. Funding cuts continue to trickle down as state revenue 

sources decline. Debates over what should be funded (national security, health, or 

education) leave legislative bodies at odds. Higher education is especially vulnerable in 

part because lawmakers are less willing to slash such programs as Medicaid, children's 

health insurance and K-12 public education. The competition for state funding leaves 

public institutions with fewer resources and major deficits to address.  

Given the challenging fiscal environment that community colleges continue to 

face, this research, focusing specifically on community colleges in the state of Texas, 

presents the pressing array of challenges that confront community colleges and identifies 

the techniques that have been adopted to allocate resources most effectively. Exploration 

of the issue may provide insight into the best practices, and strategies that can help other 

institutions address fiscal challenges. 
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A mixed method research design, using survey and interview research methods, 

was used to implement this study. The survey findings provide useful insights into what 

is currently going on at Texas community colleges. Follow up interview discussions 

compliment the survey findings and provide the researcher with important contextual 

information pertaining to “why” things are as they are based on participant perceptions. 
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CHAPTER I: INTRODUCTION 

Higher education at the turn of the twenty-first century has witnessed a multitude 

of challenges, including dynamic shifts in the economy, advances in technology, the 

challenge of accessibility, affordability, financial austerity, faculty recruitment, retention, 

and the deterioration of physical facilities. While these challenges pose serious threats to 

the effectiveness and quality of higher education, there is no challenge that affects the 

core of an institution more than financial stringency (Johnstone, 2004; Johnstone, 1998). 

For institutions of higher learning to succeed in fulfilling their mission and vision, they 

must be flexible, strategically positioned to respond to the challenges and needs of their 

constituencies, and equipped to make sound organizational decisions (Sanaghan, 2009).  

In times of fiscal constraint and looming budgetary shortfalls, institutional leaders 

face a number of perplexing questions regarding the allocation of resources. With ever-

increasing demands on scarce resources (e.g., remediation demand, technology demands, 

deferred maintenance, infrastructure), institutional leaders must determine which 

management and resource allocation strategies will best allow them to optimize resources 

(Poister & Strieb, 1999).   

Roueche and Jones (2005) suggest that community colleges are faced not only 

with existing resource allocation challenges, but also with issues and challenges related to 

funding. These challenges will dramatically alter the way operations are carried out. 

Specifically, Roueche and Jones (2005) state: 
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Changes in the world of higher education are occurring at a dizzying pace. As a 

college community turns to address a challenge in one direction, a new and 

unexpected challenge propels it in another. Technology, globalization, 

accountability, recruitment and retention, workforce development, diversity, and 

accreditation each represent full-time and compelling work. All are challenged by 

funding issues. Taken together, they will continue to create fundamental change 

for community colleges and will affect dramatically the way we work. (p. x) 

As higher education continues to advance to meet the needs of society, policy 

makers and scholars must continue to find meaningful ways to optimize higher education 

operations (AASCU, 2011). A recent study by the American Association of State 

Colleges and Universities (AASCU) in 2011 revealed ten issues that affected higher 

education: (1) state operating support for public higher education, (2) states’ college 

completion and education agendas, (3) college readiness, (4) tuition prices and policy, (5) 

state student aid program financing, (6) student enrollment capacity, (7) state data system 

development, (8) economic and workforce development, (9) states’ political climate, and 

(10) states’ regulatory framework. In that study, state funding represented the largest 

portion of a public higher education institution's budget. The present mixed methods 

study, using a descriptive research design methodology, will draw on the perspectives of 

Presidents, Chief Academic Officers, and Chief Financial Officers in order to determine 

the issues that confront community colleges in the state of Texas and identify the 

techniques that have been adopted to allocate resources optimally. The theoretical 

foundation of this study centers on budget theory and principal-agent theory.  

http://www.aascu.org/
http://www.aascu.org/
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Fiscal Crisis in Higher Education 

The fiscal crisis resulting from the 2008-2009 global recession has made college 

access and affordability a challenge for colleges and universities. The findings from the 

2010 survey of the National Council of State Directors of Community Colleges 

(NCSDCC) indicate that the “recession, producing a decline in state revenues, was by far 

the top-ranked budget driver in last year’s state budget process” (Katsinas & Friedel, 

2010). The findings also reveal that “the uncertain fiscal situation in many states is 

underscored by the large number of states reporting across-the-board percentage budget 

cuts across all postsecondary sectors. With community colleges reporting more mid-year 

budget cuts than any other public higher education sector last year, concerns regarding 

access and affordability are troubling” (p. G). 

As such, the crisis has resulted in serious resource constraints in most states and 

decreased funding for higher education. Community college facilities are overcrowded 

due to the fact that enrollments have outrun the physical growth of campuses. In many 

states, colleges that do have the classroom capacity or space to meet rising demand do not 

have enough funds to hire faculty to teach those classes. Some colleges face constraints 

on both space and hiring capacity. At the onset of the recession, California’s troubles 

were particularly pronounced. California’s state education systems showed all the signs 

of dire financial crisis: students turned away, services discontinued, faculty and staff laid 

off or furloughed. However, the economic pressures in other states, including the state of 

Texas, soon became evident. With an estimated budget shortfall of more than $25 billion, 

state lawmakers in Texas must consider draconian cuts to essential services, including 
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cuts in funding to all sectors of higher education and K-12 (Garrett, 2010). The recent 

economic downturn has made ensuring educational affordability and sustaining 

educational quality even more difficult. Reductions in public and private support in the 

face of rising enrollments make it especially challenging for institutions to enhance 

student learning and overall institutional effectiveness. 

 This reality is made clear by the National Institute for Learning Outcomes 

Assessment (NILOA), which states (2009): 

 The present moment is sobering: How can higher education reduce expenditures, 

maintain the gains achieved in past years in access, improve graduation rates, and 

remain affordable while at the same time ensuring that students acquire the skills, 

competencies, and dispositions that prepare them for a lifetime of learning in an 

increasingly competitive global marketplace? (p. 1) 

Further, findings from the 2010 Survey of the NCSDCC suggest that respondents from 28 

of 50 states (56%) reported mid-year cuts at community colleges averaging 7.6%; mid-

year cuts the year before (FY2008-2009) averaged 5.9% (34 states). The widespread 

funding cuts that community colleges faced were larger than other public higher 

education sectors last year and more cuts are highly likely over the next two years 

(Katsinas & Friedel, 2010).  

As a result of these cuts, college operating budgets have been and continue to be 

cut significantly. Many of these colleges have already responded to the cuts in budget by 

cutting programs and services and downsizing faculty and staff.  Many institutions are 



 5 

seizing the opportunity to make cuts that would have proven politically untenable in 

stronger economic times (Academic Impressions, 2010).  

Historically, access to community colleges has been a result of an open-door 

admission policy. Open admission has been one of the hallmarks of community colleges 

since its inception (Cohen & Brawer, 2003). Given the challenging fiscal environment 

and the need for research to inform decisions relating to funding and resource allocation, 

the purpose of this mixed methods study is to identify those strategies that will best 

enable community colleges to meet the challenges of the current fiscal climate while 

fulfilling their mission of access and affordability. 

Fiscal Uncertainty: A Focus on Community Colleges 

With community colleges reporting more mid-year budget cuts than any other 

public higher education sector last year, troubling concerns about access and affordability 

have been raised. 

Commenting on the 2010 NCSDCC survey findings, Katsinas and Friedel (2010) 

stated: 

The persistent economic downturn is continuing to create tremendous challenges 

for community colleges across the country. College leaders are trying to deal with 

a surge in enrollment at the same time states are cutting funding support. 

Nationally, policy makers are calling on community colleges to increase the 

number of certificate and degree completers. (p. g) 

Once the world’s leader in higher education, the United States now lags in college 

degrees attained (Lee & Rawls, 2010). The nation’s economy, security, and government 
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functionality all depend on a steady supply of well-educated college graduates. To 

address this issue, Barack Obama, President of the United States of America, has set a 

goal through his American Graduation Initiative for America as a nation to have the 

highest proportion of college graduates in the world by the year 2020. If America is to 

remain globally competitive, “[W]e must have a trained and skilled workforce to fill the 

jobs of the future that will be created due to new and growing industries” (Obama, 2009, 

para. 12). Community colleges have been called upon to serve as the vanguard in this 

effort. 

As stated by Martha Lamkin (2006), President of Lumina Foundation, “[I]n order 

to compete in the global market place, the United States needs to cultivate the talents of 

all of its citizens, making higher education success a reality” (p. 1). Caperton (2010), 

President of the College Board, further emphasized this view stating, “[T]he growing 

education deficit is no less a threat to our nation’s long-term well-being than the current 

fiscal crisis” (p. 1).  Community Colleges are now seen as critical to the effort of 

elevating national competitiveness. 

History has shown that in times of economic crisis and high unemployment, the 

American people turn to community colleges for the retooling of skills and attainment of 

degrees for new employment opportunities. Due to the affordability and quality of a 

community college education, during tough economic times, student enrollment rises 

considerably (to all-time highs, in some cases). 

The recent economic downturn has made ensuring affordability and sustaining 

quality extremely difficult. As taxpayers and government leaders embrace fiscal 
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conservatism, there is an ongoing debate about who should pay for the escalating 

expenses of higher education: parents, students, government, taxpayers, or philanthropists 

(United States Department of Education, 2006). Coupled with this concern is ever-

increasing pressure on institutions of higher education to strengthen accountability and 

increase productivity while at the same time decreasing the associated costs. 

Year after year, the cost of a college education has outpaced inflation. Predictions 

from the NCSDCC survey indicate that tuition will rise at five times the inflation rate in 

all postsecondary education sectors in fiscal year 2010-2011 (Katsinas & Friedel, 2010). 

The size of the American higher education enterprise is enormous.  

According to Patrick Callahan (2009), President of the National Center for Public 

Policy in Higher Education, the United States spends about 3% of Gross Domestic 

Product (GDP) on higher education, roughly twice the percentage of virtually every other 

developed country. While healthcare costs have risen 2.5% faster than economic growth, 

higher education costs have increased about 3.5% faster than GDP growth for the last 

several decades. 

The economic crisis in the United States has had monumental negative effects on 

long-term and short-term economic growth, creating devastatingly significant budget 

deficits for state governments throughout the country (McNichol, Oliff, & Johnson, 

2010). According to the National Conference of State Legislatures (2010), it is estimated 

that states will face more than $80 billion in budget shortfalls in 2012 and another $60 

billion in 2013 (pp. 7-8). Federal stimulus programs that filled the gap for colleges and 
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universities are winding down, forcing most states to confront steep drops in available tax 

revenues (Lumina Foundation, 2010). 

Further recognition of the negative effects brought on by the financial crisis is 

evidenced by Desrochers, Lenihan, and Wellman (2010), who state the following in their 

report titled Trends in College Spending, which was published by the Delta Cost Project:  

Unlike earlier recessions, when revenues were expected to rebound within a few 

years, the consensus now is that the “new normal” means that higher education 

has seen a permanent reduction of roughly 10% of its revenue base—more in 

some areas of the country, less in others—money that will not come back, and 

cannot realistically be made up in tuition increases. (p. 5) 

According to the American Association of State Colleges and Universities 

(AASCU), the 2010 elections have undoubtedly led to difficult choices for lawmakers, 

university officials, students and families. The trend of shifting responsibility for higher 

education funding from the state to students and families will likely continue for the 

foreseeable future. 

Doyle and Delaney (2009) assert the following regarding state higher education 

funding: 

The rapid up-and-down changes for higher education only really began in the 

1980s and increased most dramatically in the 1990s. So many current leaders 

began their careers in higher education during a time when states could be 

expected to support higher education no matter what was happening in the 

economy. This is no longer the case. State spending for higher education has been 
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volatile long enough now that the situation can no longer be considered 

extraordinary. (p. 62) 

They go on to explain that students, states, and institutions are the three main parties who 

fund higher education. In this recession, as in the past, students have been asked to 

shoulder the burden when states and institutions cannot or will not make changes that 

would reduce the need for increased tuition. As this trend continues, many more students 

will be priced out of higher education (Doyle & Delaney, 2009). 

The challenge put forth by the National Center for Public Policy and Higher 

Education (2009) encourages states and their colleges and universities to preserve 

undergraduate access and affordability so that the recession cannot once again become 

the rationale for reducing opportunity and increasing the financial burden on students and 

families. 

Community colleges across the country are challenged with finding ways to meet 

demand while at the same time honoring the community college mission of providing an 

affordable, quality education to the masses.  Factors exacerbating the situation are the 

underfunding of higher education by the states and the expectation that degree production 

costs be reduced.  Doing more with less funding has become the norm during financially 

challenging times. As such, examination of these challenges is crucial as financial 

officers seek to optimize fiscal planning, budget reporting, and resource allocation 

measures in challenging economic times (Doyle & Delaney, 2009). Given this context, 

Jones and Wellman (2009) provides justification for such an investigatgion. They 

suggest: 
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That in this budget climate, the standard of efficiency has to be met by looking at 

spending against performance in light of current priorities. A new financing 

agenda for the future has to begin by pressing the “reset” button on the usual rules 

for constructing the base budget, focusing on how to spend the resources that are 

available rather than on how much might have been available if the past ten years 

had gone differently. That means that institutional and state policy makers need to 

look to better ways of using the money they have—to cut unnecessary costs, 

increase productivity, and find better ways to target subsidies to the areas that are 

the most urgent public priorities. (p. 1) 

Statement of the Problem 

Community colleges are using the fiscal crisis as an opportunity to revisit how 

state funding is distributed and how resources are allocated and reallocated. In many 

states, the allocation of state funding is based on factors related to enrollment increases. It 

is believed that this focus on enrollment has caused institutions of higher education to 

lose sight of the goal of graduating students. Since funding is tied to enrollment, 

institutions may concentrate on getting students through the doors without providing the 

necessary services that will enable students to not only enroll but graduate. As cited by 

the Bill & Melinda Gates Foundation (2009), according to federal data sources, college 

completion rates for two-year degrees (those who enrolled in two-year colleges and 

completed their degree within three years) are just 28% overall. Given the calls for 

increased productivity and the perception among government officials and taxpayers that 

higher education can spend less and still maintain quality, community colleges must 
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become more intentional and strategic in the way they address productivity and efficiency 

(Gates & Stone, 1997). How can community colleges address these challenges in light of 

the monumental cuts in funding? Budget cuts, furloughs, limited class offerings, reduced 

student services, and policy changes are among the many approaches that states and 

institutions may consider or have already implemented. Each of these strategies, 

however, has related consequences. How can community colleges ensure that the cuts 

made will be for the betterment of the institution, its financial health, and the 

achievement of its mission? 

In the Deseret News (2011), Jane V. Wellman, Executive Director of the Delta 

Cost Project states the following: 

The current prolonged recession means that we can no longer expect new 

revenue to pay for increasing attainment in higher education. In the next decade, 

we are going to be lucky to hold onto the resources we have. That means that all 

institutions from the Ivies to the community colleges are going to have to develop 

investment strategies that support goals for attainment. That will require new 

habits: looking at spending and promoting the values of efficiency and cost 

effectiveness as co-partners to the never-ending search for new revenues. (Lenz, 

2011) 

Given the challenging fiscal environment that community colleges continue to 

face, this research examines the issues that confront community colleges in the state of 

Texas from the perspectives of financial and budget leaders and identifies the techniques 

that have been adopted to optimize and allocate resources effectively. Investigation into 
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these issues may provide insight into best practices, strategies, and incentives that can 

help other institutions address the existing fiscal challenges. 

Purpose of the Study 

Resource allocation issues arise because the resources of a society or an 

organization are in limited supply and any given resource can have many alternative uses. 

Although resources might be limited, human wants or organizational unit requests are 

usually unlimited. With this ever-increasing demand on scarce resources, institutional 

leaders must determine the type of management and resource allocation strategies that 

best optimize resources. Methods used by institutions in the past, during periods of 

financial crisis, may no longer be appropriate because current funding cuts are larger and 

of longer duration (Lasher & Green, 2001). This study did not seek to determine which 

resource allocation strategy was "the best" but instead began under the assumption that 

the full array of strategies in use under various conditions must be identified and 

understood before relative efficacy can be determined. Specifically, this study examined 

the following factors at community colleges in the state of Texas: 

1. Current financial health of the institution over a two year period (i.e. degree to 

which the institution’s financial resources allow it to obtain its goals; much 

worse or much better in 2012 compared with 2012) 

2. Important financial issues that are confronting community colleges (i.e. 

budget shortfalls, rising tuition/affordability, unfunded retirement) 

3. Strategies used to meet the financial challenges (i.e. budget cuts, revenue 

enhancement, program cuts, layoffs, furloughs, centralizing services) 
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4. The importance of the various strategies as options to increase institutional 

revenues and reduce institutional expenses over the next two to three years 

(i.e. How important is raising student fees to revenue generation? 1=not 

important, 7=very important)  

5. Status of outsourcing of various functions and services as a way to leverage 

resources or improve services (i.e. bookstore management, physical plant or 

custodial services, Information Technology support services) 

6. How well the various individuals and groups within the institution understand 

the financial challenges confronting the institution  

7. The trends in budget models used at community colleges (i.e. incremental, 

performance based, zero based)  

Research Questions 

Two research questions were used to guide this study: 

1. What budget reduction and revenue enhancement strategies have been utilized 

during the current economic downturn to address the budget shortfall and 

other challenges confronting the college? 

2. How do participants (Presidents, Chief Academic Officers, and Chief 

Financial Officers) describe, based on their experience, the effectiveness of 

the particular budget model used in their organizations for budget 

reallocation? 
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Significance of the Study 

Although research exists on the strategies used to allocate resources in four year 

institutions, there is very little research available that identifies strategies used by 

community colleges. Further, little research exists that investigates the choice and 

operational use of a particular financial management or budget theory and how that 

choice may impact the budget allocation processes and decision making practices among 

financial and budget leaders within a community college context. This study can 

potentially fill these gaps and identify ways to optimize scarce resources within a 

community college. 

Theoretical Bases for the Study 

Two theoretical concepts provided the framework for this study: budget theory 

and agency, the socio-psychological epistemology that explains how budget theory is 

used and implemented from a human perspective within an organizational context.  

Over the years, various techniques, methodologies, and approaches have been 

used by colleges and universities to prepare budgets—incremental, formula-based, 

program, zero-based, performance, incentive, and cost center budgeting. The theoretical 

foundation of this study centers on budget theory to examine resource allocation 

processes and to investigate financial decision making practices used in times of fiscal 

austerity. Principal-Agent theory will be incorporated to assess the relationship between 

choices related to financial management or the budget theory used and the impact on the 

behavior of budget authorities who act as principal agents in the operations of the 

institution. 
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Budget Theory 

More than 70 years ago, V.O. Key (1940) deliberated about the budgeting process 

and asked the question, “On what basis shall it be decided to allocate X dollars to activity 

A instead of activity B?” (p. 1138) He explains that economics, which studies human 

behavior as a relationship between ends and scarce means having alternative uses, creates 

fruitless debate. He acknowledges, however, that economic theory is relevent to the study 

of resource allocation. The budget maker never has enough revenue to meet the requests 

of all spending agencies and must decide how scarce resources shall be allocated to 

alternative uses. The budget represents how scarce resources should be allocated to bring 

the maximum return in social utility. He further explains that human behavior or 

judgement is a determinant in the formation of the completed budgetary document. His 

contention is that budget authorities mostly act on the basis of impressionistic judgment 

and rarely go beyond the question of how to judge the estimates for particular functions 

or ends. He also argues that when reviewing estimates provided by individual agencies, 

budget authorities typically only think about the efficiency with which a particular end is 

to be achieved. Whether a particular agency is utilizing and plans to utilize its resources 

with the maximum efficiency is of great importance; however, this approach does not 

address a fundamental problem: “If the agency is assumed to be operating at maximum 

efficiency, the question remains whether the function is worth carrying out at all, or 

whether it should be carried out on a reduced or enlarged scale, with resulting transfers of 

funds to or from other activities of greater or lesser social utility” (p. 1139). He asserts 

that based on social economic theory, resources should be distributed among different 
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uses such that the marginal return of satisfaction is the same for all of them. However, 

even with highly developed techiques, adequate incentives, and rational control of 

population, economic directors in a socialist commonwealth would be unable to balance 

against each other the worthwhileness of different lines of production or the relative 

advantages of different ways of producing the same good. In the public economy, 

frictions exist due to human behavior that obstruct and delay adjustments in the allocation 

of resources in keeping with changing wants (Key, 1940).  

Budgets, according to Wildavsky and Caiden (2001), represent a prediction, 

containing words and figures that propose expenditures for certain objects and purposes. 

The words describe types of expenditures (salaries, equipment, travel) or purposes 

(preventing war, improving mental health, providing low income housing) and the figures  

attached to each item. They further explain that budgets become links between financial 

resources and human behavior in order to accomplish policy objectives. 

Lasher and Green (1993), decribe a budget as a spending plan for a given period 

of time. The product of many political battles, replete with offer and counter-offer, 

negotiation, and comprise, a budget doubles as an accountability and control device 

against which expenditures can be monitored for compliance. Massey (1999) asserts the 

following regarding resource allocation:  

While resource allocation does boil down to knowledgeable people making 

informed decisions, the record shows that process—the way decisions are 

communicated—powerfully affects outcomes. Knowledgeable people can reach a 

successful conclusion through a good process but end up with failure if they must 
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fight a poor process every step of the way. The analyses of resource allocation 

processes are particularly important because they deeply affect and impact most 

other institutional processes. (p. 3) 

Bowen (1980) formulated the revenue theory of costs to help explain higher 

education financial matters and why institutions budget and spend the way they do. The 

basic concept underlying the revenue theory of cost is that an institution’s educational 

cost per student unit is determined by the revenues available for education relative to 

enrollment. Since an institution usually tries to maximize revenues from all sources, unit 

costs are determined by the amount of money the institution is able to raise, and no single 

person or organization is fully in control of unit costs.  

From his revenue theory of cost, Bowen developed a set of closely interrelated 

“laws” that describe the incentives and the behavior of higher educational institutions as 

they conduct their activities from year to year. The “Laws” of Higher Educational Costs 

assume the following: 

1. The dominant goals of institutions are educational excellence, prestige and 

influence. Attainment of these goals is measured by faculty-student ratios, faculty 

salaries, student qualifications, number of library holdings, quality of facilities, 

and the amount of equipment available. These criteria are resource inputs, most of 

which cost money, not outcomes flowing from the educational process. 

2. In the quest for excellence, prestige, and influence, there is virtually no limit to 

the amount of money an institution could spend for seemingly fruitful educational 

ends. Whatever level of expenditure is attained year-over-year, it is seldom 
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enough. Institutions tend to spend up to the very limit of their means. There is 

always something else that it needs to meet its mission, improve programs, or 

enhance quality. As a result, financial problems tend to exist because whatever 

expenditures are once admitted into the budget become long term commitments 

from which it is difficult to withdraw. 

3. Each institution raises all the money it can.  No institution of higher education 

ever admits to having enough money. 

4. Each institution spends all it raises. With the exception of endowments, many 

institutions do voluntarily accumulate reserves. 

5. The cumulative effect of the preceding four laws is toward ever increasing 

expenditures. Incentives inherent in the goals of excellence, prestige, and 

influence are not counteracted within the higher educational system by incentives 

to encourage prudence and efficiency. Legislators, taxpayers, parents, and 

students question what the cost of higher education should be and whether higher 

education could operate more efficiently. There is an assumption that institutional 

budgets must always increase. (pp. 19-24) 

The revenue theory of costs suggests that when public agencies or governing boards wish 

to control costs, they need do only two things: first, establish in broad general terms the 

basic scope and mission of the institutions for which they are responsible, and second, to 

set the total amount of money to be available to each institution each year. Within these 

parameters, both total and unit costs will be determined.  
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Principal-Agent Theory 

Principal-Agent theory seeks to explain the relationship between the principal and 

an agent (Pratt & Zeckhauser, 1991). The focus of this theory is to find a payment 

structure that motivates the agent to work according to the goals of the principal. Liefner 

(2003) explains the principal-agent theory as follows: 

Principal-Agent theory deals with the relationship of a principal who employs an 

agent or sets up a temporary contract with him/her; this agent can then be paid in 

different ways. In higher education the principal can be a department of science 

and education, the management board of a university, a president, dean, or 

department chair. The agents are those actors in higher education who receive 

assignments, funds, and salaries from the principals. Therefore a number of higher 

education managers, for example, heads of departments, are simultaneously 

principals and agents, whereas most of the professors, researchers, and lecturers 

can be viewed primarily as agents. 

In the context of the principal-agent theory, the terms level of activity, 

success, and risk have to be defined. First, the level of activity means the amount 

of time and effort an agent puts into activities that are directly related to the goals 

of the principal. In higher education the achievement of high quality in teaching 

and research can generally be taken as the central goals of the principals. Second, 

in the strict sense of the principal-agent theory success has to be expressed in the 

form of monetary profits. In considering research universities, activities that do 

not necessarily directly produce monetary income, for example, teaching students 
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or advancing knowledge, also have to be included. Third, risk can be understood 

as the possibility that some activities in teaching and research may fail to be 

successful. 

The creation of incentives to work hard and according to the principal’s 

assignments goes hand-in-hand with performance funding. If universities or 

departments or individual academics perform well, they will enlarge their future 

budgets. If they are less successful, they will receive a lower level of funding. 

Mechanisms must be developed into the process to maximize performance. (pp. 

477-478)  

Performance-based resource allocation methods such as formula budgeting, 

incentive budgeting, and momentum funding encourage the creation of incentives and are 

focused on the allocation of new funding over and above the current base budget. 

However, in times of fiscal austerity and with continual declines in funding levels, the 

ability of institutions to provide performance-based funding using the current methods is 

limited. As Bowen indicates, in the laws of higher education costs, institutions of higher 

education tend to spend all the revenue they have without regard for efficiencies that may 

be attained (Bowen, 1980). Current resource allocation methods are characterized by 

aspects of performance budgeting and a strong relationship with strategic planning 

(Lasher & Green, 2001). In the pursuit of institutional excellence, prestige, and influence, 

priorites and goals are developed. The plan calls for additional programs to be added and 

the implementation of various strategic initiatives, typically requiring additional funding. 

Most do not take into account the reallocation of existing resources due to efficiencies. 
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Because the budget authorities operate as agents for their respective departments, 

reallocation of funds among departments is moderate (Liefner, 2003). 

Definition of Terms 

The following terms are defined for operational use within this research: 

Biennium represents the two-year budget period used by the Texas state government. A 

biennium begins on September 1 of an odd-numbered year and ends on August 31 of the 

next odd-numbered year. Each biennium contains two state fiscal years (THECB, 2011, 

p. 8). 

Budget is a detailed plan for acquiring and using financial and other resources over a 

specified period of time. It represents a plan for the future expressed in formal 

quantitative terms that propose expenditures for certain objects and purposes. Budgets 

become links between financial resources and human behavior in order to accomplish 

policy or institutional objectives (Wildavsky & Caiden, 2001, p. 1). 

Budget Manager is someone with administrative responsibility for a financial account or 

a number of financial accounts within the institution. A budget manager could be a 

department chair, a director or program manager, or an administrative or academic unit 

manager. Ultimate fiduciary responsibility rests with the unit budget managers (Barr, 

2002, p. 3).  

Financial Health is the degree to which an institution’s financial resources allow it to 

obtain its goals (Buddy, 1999, p.1).  
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Formula budgeting is a budget strategy that relies on quantitative measures to distribute 

resources. Typical measures include student full-time equivalent, employee full-time 

equivalent, and assignable square footage (Goldstein, 2005, p. 159). 

Goals are large-scale efforts that, when accomplished, move the institution closer to its 

vision. Effective goals are those that are subject to assessment (Goldstien, 2009, p. 1). 

Incremental budgeting is a budget strategy that focuses on percentage adjustments to 

the existing base budget rather than on specific priorities (Goldstein, 2005, p. 159). 

Integration is the process by which individuals participate in structured and informal 

(yet coordinated) activities to create blended results that are greater than what could have 

been produced separately. As it relates to organizational effectiveness, integration refers 

to the combination of the planning, resource allocation, and assessment processes to 

achieve improved outcomes (Goldstien, 2009, p. 1). 

Mission articulates the institution or unit’s purpose and the major activities in which it is 

engaged and, by incorporating its particular values, differentiates it from other 

institutions engaged in similar activities (Goldstien, 2009, p. 1). 

Operational planning is the decision-making process used to identify the activities to be 

pursued in carrying out the institution’s mission while moving it from the current state to 

the vision established through strategic planning. Operational plans include various 

focused plans supportive of the strategic plan such as the academic plan, campus master 

plan, technology plan, etc. (Goldstien, 2009, p. 2). 

Planning involves developing objectives and preparing various budgets to achieve those 

objectives (Goldstien, 2009, p. 2). 
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Reallocation is a process by which managers of programs and activities identify portions 

of existing resources that will be redistributed in accordance with established priorities 

(Goldstien, 2005, p. 161). 

Resource allocation is the decision-making process by which an institution makes the 

decision about how to apply resources (i.e. dollars, people, space, technology) in support 

of established plans and institutional goals (Goldstien, 2009, p. 1). 

Strategic plan is a narrative “map” that communicates where an institution wants to go 

and identifies how it intends to get there (Goldstien, 2009, p. 1). 

Strategic Planning is the complex, organized, and ongoing thinking process an 

institution undertakes to identify goals, within strategic themes, to support the attainment 

of its vision. What separates strategic planning from other types of planning is an 

emphasis on effectively responding to the environment: competitors, markets, suppliers, 

opportunities, and other important influences (Goldstien, 2009, p. 1). 

Strategy represents a particular approach in pursuit of an organization’s vision, usually 

in support of one or more specific goals. (Goldstien, 2009, p. 1). 

Zero-based Budgeting (ZBB) is the process of preparing an operating plan or budget 

that starts with no authorized funds. It is a method of budgeting in which all expenditures 

must be justified in each new FY as opposed to only explaining the amounts incremental 

to the previous year’s funding. Whereas incremental budgeting assumes that this year’s 

budget provides the base from which next year’s budget will be developed, zero-base 

budgeting assumes there is no prior year base (Lasher & Sullivan, 2004, p. 221). 
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Assumptions 

An assumption of the study is that participants will draw from their experiences as 

financial management and budget leaders. Secondly, the study’s research method is based 

on the assumption that the analysis of data provides insights into determining how the 

choice and operational use of a particular financial management or budget theory impacts 

the budget (re)allocation processes and decision making practices. A third assumption is 

that the participants’ input and perceptions would be bounded by the time in which 

responses were given. Some perceptions might change over time and might be different if 

taken at another time. Changes in the economy related to funding, business industry, and 

technology might influence their responses to survey questions. A fourth assumption 

related to the quantitative framework of the study in that a single reality or truth exists 

and knowledge can be deduced from the collection of quantitative data and the analysis 

process. The researcher also assumed that the participants would honestly and fully 

answer the questions in the survey.  

Limitations 

The study is limited to community college financial management and budget 

leaders. Public community colleges receive state funding and are required to publish their 

budget; however, they are not required to publish the fiscal management techniques 

adopted to ensure that the “base” budget in each new fiscal year is allocated efficiently 

and effectively. The study is limited by the willingness of survey and interview 

respondents to participate and to answer the survey and interview questions honestly and 

thoughtfully. Mertens (2010) describes surveys as useful due to their ability to collect 
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data from a larger number of people than is generally possible; however, unlike many 

quantitative and qualitative research approaches that involve the observation of behavior, 

surveys rely on individuals' self-reports of their knowledge, attitudes, or behaviors, and 

thus the validity of the information is contingent on the honesty of the respondent. Time 

and resources may also serve as a limitation on the study.  

Delimitations 

According to Leedy and Ormrod (2005), delimitations are used to provide 

boundaries and narrow the scope of a research study. Quantitative research methods 

contain several delimitations. This research is confined to senior business and financial 

officers, administrators, faculty, and staff of Texas community colleges who are budget 

authorities. This limits the ability to create generalizations from the study. The population 

was limited to only Texas community colleges, which means the findings may not apply 

to other community colleges outside the state of Texas.  

Organization of the Study 

The study is to be divided into five major chapters. Chapter 1 provided an 

introduction to the study, problem statement, research questions, definition of terms, and 

significance of the study. Chapter 2 consists of the review of related literature. Themes 

that emerged in this literature review include the history of higher education in the United 

States, challenges facing higher education in the United States and in Texas, the history 

of community colleges in the United States, particularly in Texas, and the challenges 

faced in community colleges. This chapter will also discuss the issue of higher education 

financial management and budget theory and address higher education funding practices. 
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The literature on higher education finance in Texas, higher education policy, and 

financial management and budget practices in community colleges will also be addressed. 

Chapter 3 explains the methodology and procedures used to conduct the study. Chapter 4 

contains data obtained from data collection methods. Chapter 5 contains a discussion of 

the analyzed data, the findings for research questions one and two, and a discussion of 

results, recommendations, and implications for future research. 
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CHAPTER II: REVIEW OF THE LITERATURE 

Purpose of the Literature Review 

Chapter 1 presented an overview of the mixed methods study and noted that it 

satisfies a need for research that identifies resource management strategies used by 

community colleges during times of austerity. The purpose of this study is to survey and 

interview existing community college leaders and budget authorities to examine the 

issues that confront community colleges in the state of Texas and identify the techniques 

and incentives that have been adopted to optimize and allocate resources effectively. The 

results from the study should inform educational leaders charged with managing the 

resources of the college and provide insight into the best practices, strategies, and 

incentives that can help other institutions address fiscal challenges during times of 

austerity.  

Chapter 2 presents an historical review of the literature as it relates to the fiscal 

challenges and the management of resources for community colleges. Reviewed 

materials include peer-reviewed journals, articles published in professional publications, 

books, and information presented at professional seminars and conferences. The 

secondary source data was taken from literature published or produced in the last five 

years. Additional works related to the topics of financial management and budgeting 

methodology for community colleges are presented to establish the critical references for 

each issue. Mertens (2010) asserts that literature reviews are important research tools. 

The purpose of the review is to provide the reader with an overall framework in order to 

show how the present study contributes to the field. The literature review also serves to 
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explain the topic of the research, build a rationale for the object of study, and demonstrate 

the need for additional research.  

History of United States Community Colleges 

The history of higher education dates back to the founding of Harvard College in 

Cambridge, Massachusetts in 1636. However, the concept of developing an educated 

citizenry--rather than limiting higher education to the privileged--was born in 1837 with 

the establishment of the Massachusetts common schools. The formation of these schools 

marked the beginning of free education in the United States. According to Roueche, Ely 

and Roueche (2001), prior to the establishment of the Massachusetts commons schools, 

higher education was a privilege reserved for the young adult children of wealthy 

aristocrats.  

The period between 1828-1850 is known as the Jacksonian Era, referring to the 

political philosophy of United States President Andrew Jackson. Jacksonian democracy 

can be considered an outgrowth of Jefferson’s belief that the people should rule. 

However, in a Jacksonian democracy, equal opportunity extended to white males only, 

excluding women, children, African Americans, and Indians (USHistory.org). During this 

period, access to higher education expanded, but most of the colleges and universities of 

this period had to be self-sustaining. Therefore, their recruitment efforts targeted the 

wealthy, whether or not they were academically prepared to begin college-level course 

work (Roueche, Ely, & Roueche, 2001). If the student had the funds to attend, they were 

automatically considered college material. During these early years of higher education, 

skill-deficient students were welcomed on college and university campuses. In 1869, the 
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more prominent universities (i.e. Yale, Cornell, and Harvard) began to see this as 

unacceptable and became more selective, admitting only students who were well-

prepared. However, maintaining high academic standards while simultaneously recruiting 

wealthy students posed a dilemma. 

 As the nation expanded westward, businesses and agriculture demanded more 

skilled workers. Access to higher education needed to be expanded in order to meet this 

need. To meet these demands, the First Morrill Act was created and provided land for 

colleges of agriculture and mechanical arts. This act established land-grant institutions, 

thereby opening the doors of higher education to America’s industrial and agricultural 

classes. According to Vaughan, these colleges were known as the “people’s college” (as 

cited in Roueche, et al., 2001). The traditional notion that higher education was reserved 

for the privileged and elite began to fade due to the opening of these colleges. 

 Although the First Morrill Act provided access to higher education, it did not 

provide access to all. Slavery and segregation denied access to African Americans. The 

Second Morrill Act of 1890 provided land to build black colleges and universities, 

allowing African Americans, as well as all others previously denied basic education by 

southern law, access to higher education. 

 The first junior college was created in 1901-02 by William Rainey Harper, 

President of the University of Chicago. Students who did not meet the academic criteria 

for universities were sent to the junior colleges. These colleges were created to provide 

skill-deficient students an additional two-year time period to prepare for senior college 

work; to train individuals who intended to transfer to four-year institutions; and to 



 30 

provide vocational training, technical training, and domestic training. The junior college 

provided the foundation for the open door or open enrollment concept. 

The Formation of Community Colleges 

Although the first junior college was established in 1901, it was not until after 

World War II in 1945 and the passage of the G. I. Bill of Rights in 1944 that the growth 

of community colleges accelerated. The G.I. Bill of Rights provided scholarships for 

more than seven million veterans, enabling the formation of a larger middle class in 

America. This legislation marked the beginning of the federal government’s commitment 

that monetary need should not deny anyone the opportunity to enroll in college. 

In 1947, the Truman Commission on Higher Education first promulgated the 

concept of education for everyone. Recognizing the United States as a global advocate 

for democracy, the commission viewed universal access to higher education as essential 

to the promotion of democratic ideals (Roueche et al., 2001). President Harry Truman 

appointed the Higher Education Commission in July 1946 as World War II was ending 

and the nation was preparing itself for peacetime and the possibility of a future in which 

the U.S. would play a central role in world affairs. Truman charged the commission 

members to examine “the functions of higher education in our democracy" (Education, 

1947). The Commission proposed as a solution two goals that they viewed as intertwined: 

1) to educate college students in a broad program of general education and 2) to improve 

college teaching. The first two years of college were identified as a critical period for 

educating citizens. This inquiry shed light on the relevance of community colleges to the 

education of the body politic. The Commission made it clear that a major goal of 
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American democracy included the accessibility of higher education to the nation’s 

citizens regardless of race, creed, color, sex, national origin, or economic status. By the 

end of the 1940s, it was clear that higher education needed to change its admission 

standards and pedagogical methods. In order to accommodate increased enrollment, the 

Truman Commission advocated expanding the two-year college system. Subsequent 

legislation, beginning with the Higher Education Act of 1965, established the primary 

functions of community colleges and served as a federal incentive for states and 

communities to participate in the growing of a community college network. Amendments 

and reauthorizations in 1972 and 1992 increased available opportunities in higher 

education for all Americans, including legislation that established the Pell Grant as a 

financial aid option for undergraduates. 

The term “community college” is used to represent two-year accredited colleges 

of higher learning. Community colleges were formed in major cities during the boom of 

the 1960s. Their mission was to provide an education to people of all races, very much in 

counterpoint to the divisive racial politics of the time. They opened their doors not only 

to community students but to community issues. A better life was promised to those who 

came. The population that responded to that promise was exceptionally diverse in terms 

of race, lifestyle, economic means, psychological and emotional needs, and educational 

preparation. That population also had a profound distrust for the community’s 

institutions.  

Communities during the 1960’s were experiencing problems related to 

desegregation, violence, and equal rights, and those tensions often converged on the 
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diverse campuses of community colleges.  Big city community colleges were dealing 

with unconventional and nontraditional students. They found it necessary to design a 

curriculum to fit the level of educational development attained by their students and adapt 

programs to meet their needs. Relationships were formed with families, neighborhood 

centers, manpower agencies, social workers, recreation centers, and churches. People 

found that the community colleges provided a place and an opportunity to discuss 

community issues in an informal way. They brought groups together around a new and 

common interest. These institutions were not only created to allow open access for 

potential students but to serve as sites of continuing interaction among members of the 

community. 

The Community College Challenge 

Unlike four-year institutions, community colleges, known as democracy’s 

colleges, expressed and made it known from the beginning that diversity was acceptable 

and that the betterment of the people within the community was their reason for existing. 

Open-door admission has been one of the hallmarks of the community college. Statutory 

language stating that the community college is an “open door” institution is evident in the 

higher education legislation of all states except New Mexico. According to the 

Community College Resource Center, open-door is defined as “open to all high school 

graduates and even students who do not have a high school degree" (Dougherty, Reid, & 

Nienhusser, 2006). Until the late 1960s, attracting academically prepared students was 

not a problem. In the late 1960s, there was a significant decline in the number of college-

bound students. The universities decided to relax admissions policies and offer financial 
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aid to attract academically prepared students. As the pool of academically prepared 

students dwindled, the community colleges had to try a new strategy. They implemented 

the open door policy to attract students and increase their enrollment (Cohen & Brawer, 

2003). 

Open access is one of the unique characteristics of community colleges. Unlike 

universities which limit entrance or access based on test scores, grades or level of 

prominence in society, community colleges make education accessible to anyone who is 

willing to improve their lifestyle and that of their families through education. The open 

door concept was established on the belief that education is necessary for the 

maintenance of democracy, is essential for the improvement of society, and helps 

equalize opportunity for all people (Roueche, 1968). The concept of the open door policy 

has many supporters and critics. The advocates for the open door stand by the mission of 

the community college and its commitment to educate any willing student. Those who 

discredit the open door believe allowing access to everyone, most importantly those who 

are not college-prepared, diminishes the quality of education that the school can offer. 

There is also an ongoing debate as to whether funding is better spent on those who have 

the academic skill to complete their degree program. There are a number of 

misconceptions about the concept of the open door and what it allows. It is not a carte 

blanche invitation to enroll in any program area; the open door means access to the 

institution as a whole (J. Roueche & S. Roueche, 1999). The choices for students who 

meet the general admission requirements are limited by the academic skills they possess 

and the prerequisites they have mastered. To enter a degree program, particularly an 
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associate degree program, students usually are required to have a high school diploma or 

general education diploma (GED). However, students can earn a GED at community 

colleges. Also, credit programs require a certain level of academic proficiency as 

determined by college placement exams.  

Although open door admissions are strongly supported in the United States, recent 

budgetary constraints have limited the number of programs offered and the number of 

students that community colleges are financially able to accept. During times of 

economic crisis and high unemployment, history has shown that community college 

enrollment increases, and in some cases the increases are to all-time highs. Financial 

support is needed in order to keep the “open doors” open. By keeping the doors to higher 

education wide open, community colleges have accepted the responsibility for educating 

all their students, including those not ready to complete college-level course work.  

    Almost all community colleges offer remedial classes in math, English, and 

writing. Over 40 percent of first year students at public two-year colleges are placed into 

a remedial course (AACC, 2009). Remedial or developmental courses are designed to 

help under-prepared students strengthen their reading, writing, and math skills so they 

will succeed in college-level, credit-bearing courses. Most of the students in remedial or 

developmental courses are recent high school graduates, but many of the students who 

need remediation also include nontraditional adult learners who have been out of school 

for a long period of time. 

According to the Community College Survey of Student Engagement (CCSSE), 

there are 1,115 public and private community colleges, serving 11.5 million students. The 
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majority of these students, 59%, attend college on a part-time basis. 60% are women, and 

39% are the first generation in their families to attend college. Community colleges make 

up one third of all the colleges and universities in the United States and enroll a 

disproportionately high number of students of color: 

• 46% of all U. S. African American undergraduate students 

• 55% of all U.S. Hispanic undergraduate students 

• 46% of all U.S. Asian/Pacific Islander undergraduate students 

• 55% of all U.S. Native American undergraduate students (CCSSE, 2009) 

Studies have indicated that the majority of these students of color are unprepared for 

college level coursework and present an academic challenge for the community colleges 

who welcome them through the open door. National data suggests that students who drop 

out of college are likely to be students of color, low income students and academically 

unprepared students. The majority of new students entering higher education leave their 

initial college of choice without completing a degree (Cuseo, n.d.). Almost half of first-

time students who left their initial institutions by the end of the first year never came back 

to postsecondary education. Access and retention rates for African Americans, Hispanics, 

and Native American students have always lagged behind those for White and Asian 

students (Swail, 2004).  

The United States is becoming more and more diverse. The U.S. Bureau of the 

Census projects that by the year 2050, immigrants and Hispanics will account for most of 

the population growth in the United States. Their population is projected to increase by 

more than 220 percent, growing from nearly 10 million to 32 million. In addition, the 



 36 

African American population will nearly double from more than 32 million to 53 million; 

placing Whites (non-Hispanic) as the minority (McCabe, 2000). Unfortunately, the 

current minority population is disproportionately underprepared for 21st century 

employment opportunities, posing an enormous challenge for the educational system and 

America’s competitiveness. Community colleges are obligated on principle and funded 

by law to match the abilities of underprepared students in their curriculum and instruction 

and give those students true access to higher education (Roueche et al., 1999). What 

matters is not merely that students are able to begin college but that they are able to finish 

college (Tinto, 2002). Without the community college's commitment to the open door 

policy and remedial education, underprepared students and nontraditional adult learners 

would not have access to postsecondary education. 

Scholars and government officials have all challenged the open door process and 

have blamed it for the influx of students who are underprepared for college-level 

coursework. These critics contend that universal open access has the appearance of being 

an egalitarian practice but in reality it gives many students the false impression that they 

do not have to work hard in high school because they will have another chance later on 

(Roueche et al., 2001). They believe that public funding for remedial and developmental 

courses should be rescinded and redirected to students who are prepared for college-level 

coursework and are more likely to complete a degree plan and graduate. It is also their 

opinion that taxpayers should not have to pay for the same student’s education multiple 

times. They believe that these skills should have been developed in K-12. Policymakers 

are frustrated and blame higher education for its part in the decline in standards and 
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accountability for advanced learning and education in high schools. Elected officials in 

some states are reviewing reimbursement proposals that will charge local school districts 

for remediation expenses incurred by the state on behalf of their graduates (Roueche et 

al., 2001). The state of Florida has enacted legislation that limits the amount of time and 

funding extended toward remedial course work. Students would be limited to two 

attempts to pass each basic skills course. After the second attempt, the student must pay 

the full cost for instruction or four times greater than the regular tuition rate (Ignash, 

1997). Other states are considering or have mandated that all remedial and developmental 

courses be taught at community colleges only. The effect will be an increase in 

enrollment at community colleges; however, with shrinking budgets and reduced state 

funding, insufficient resources would make it impossible to meet the demand, thereby 

limiting student access and narrowing the open door. 

National Impact 

Community colleges are a vital part of the postsecondary education delivery 

system. They serve almost half of the undergraduate students in the United States, 

providing open access to postsecondary education, preparing students for transfer to 4-

year institutions, providing workforce development and skills training, and offering 

noncredit programs ranging from English as a second language to skills retraining to 

community enrichment programs or cultural activities (AACC, 2009).  

As defined by Fowler (2009), “Public policy is the dynamic and value-laden 

process through which a political system handles a public problem. It includes a 

government’s expressed intentions and official enactments as well as its consistent 
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patterns of activity and inactivity" (p. 4). The open door policy evolved out of the 

democratic calls for access to education for all, as evidenced by the Truman Commission 

on Higher Education in 1947. Harry Truman was the only president in the 20th century 

who did not graduate from college. However, he appointed a commission that reviewed 

the inequities in the higher education system and advocated increased access to college. 

President Truman identified lack of access to higher education and the need for a more 

educated citizenry as major social problems. The democratic values evident in the 

Truman Commission report include:  

• Liberty – A fundamental principal of democracy, to provide freedom of 

choice, independence, and access to higher education. 

• Equality of Opportunity – Exists when everyone has a similar chance to get a 

good education or find a decent job, regardless of race, sex, or national origin. 

All people are equally human and are entitled to an equal opportunity [in this 

instance education is the entitlement] to live their lives in a way not too 

remote from the norms of their society. 

• Fraternity – Fraternity means the ability to perceive other members of society 

as brothers or sisters, to have a sense of responsibility for them. This is a 

central goal of education policy and one that permeates the open door policy 

in conjunction with equality. The open door policy aims to provide higher 

education to all, not just the elite or the top ten percent of graduates who have 

achieved high academic standing.  
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• Economic Growth – Growth is obtained by increasing production, stimulating 

domestic consumption, and expanding foreign trade. Education contributes to 

economic growth in the following ways: 

o By providing the education and training necessary to build a highly 

skilled workforce. 

o Educational institutions consume products (building materials, books, 

computers, buses, etc.). 

o Young people who attend schools will become the adult consumers of 

the future. 

o Access to higher education narrows the gap between the haves and 

have nots. (Fowler, 2009) 

As stated by Deborah Stone in Policy Paradox (2002), “essential political 

concepts are paradoxes. They have contradictory meanings that by formal logic ought to 

be mutually exclusive but by political logic are not. Real-life politics are inextricably 

entwined with policymaking” (p. 14). This reality is evident in government's resistance 

toward fully funding higher education, which is driven by voter resistance to higher 

taxes. At the same time, the United States cannot remain globally competitive without a 

skilled workforce. 

Every year, community colleges award approximately 612,915 associate degrees, 

328,268 certificates and bachelor’s degrees are awarded by 31 public and 52 independent 

colleges (AACC, 2010).  
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Community colleges have made a significant contribution to expanding 

educational opportunities. Attendance at one of these institutions is associated 

with higher wages, even if a degree is not completed. Evidence suggests that each 

year of credit at a community college is worth almost as much, in terms of 

increased earnings potential, as a year at a four-year college. (Bernanke, 2007, as 

cited in AACC, 2009)  

The average expected lifetime earnings for a student completing an associate’s 

degree are $1.6 million—about $400,000 more than a high school graduate (AACC, 

2009). However, with the changing demographics of the population in the United States 

to majority minority, concerns about the low completion rates among minority students 

have risen. Only 27 percent of degree and certificate earners are minorities (AACC, 

2004). Although the United States ranks among the top 5 countries in the proportion of 

young people who enroll in college, it ranks 16th in the proportion who finish college 

(Jaschik, 2007). If the current pattern in which black and Latino students lag in college 

attendance and graduation continues, the United States cannot remain successful 

internationally. This gap, if not addressed as urgent and of necessity to our citizens, will 

also lead to wider differences between haves and have-nots. To remain competitive in the 

global economy, we must reverse the growth of what seems to be a permanent underclass 

and develop a highly skilled workforce. “We must close the skills gap or the standard of 

living of our citizens will decrease; community colleges can fill this need” (G. Boggs, 

personal communication, February 16, 2010). 
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As described by the League for Innovation, community colleges, “as yet largely 

untapped resources, are emerging as the nexus for the resolution of both local and 

national concerns ... Serving as a frequent hub for local networks dealing with 

community problems, they are accustomed to working collaboratively with all types of 

community groups” (as cited in Roueche, Taber & Roueche, 1995, p.3). Although 

originally formulated over fifteen years ago, this description of community colleges as 

the nexus for resolution of both local and national concerns holds true now more than 

ever. 

Today, community colleges have been called to the forefront by the highest 

government office in the United States to serve as the major catalyst in successfully 

achieving President Obama’s American Graduation Initiative. The goal of the initiative is 

for America as a nation to once again have the highest proportion of college graduates in 

the world by the year 2020. In order to remain at the top, above our international 

competitors, it is estimated that the United States needs to educate an additional 15.6 

million people (with either bachelors or associate degrees) by 2025. That would be 

another 781,000 degrees a year on top of current levels or a 37% increase over current 

production (Jaschik, 2007). If America is to remain globally competitive, we must have a 

trained and skilled workforce to fill the jobs of the future that will be created due to new 

and growing industries. 

Texas Community Colleges 

 In 2000, the Texas Higher Education Coordinating Board (THECB) launched its 

initiative called Closing the Gaps by 2015, which intends to bring Texas in alignment 
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with the ten largest states in terms of educational attainment and will move the nation 

forward in achieving the President's goal to increase the number of college graduates by 

2020 (Parades, 2011).  

Parades (2011), Commissioner of Higher Education in the state of Texas, 

contends that “it is virtually impossible to overestimate the role that higher education 

plays in determining the future of Texas. More than any other single factor, higher 

education drives economic development and determines quality of life” (p. 1). 

The Texas Association of Community Colleges (TACC) further maintains that 

community colleges are the work horse for higher education and economic opportunity 

for Texans. There is no stronger engine for economic growth in the state of Texas than 

the partnership between the state and its community colleges (TACC, 2008). 

Table 1 contains data from TACC that describes the accomplishments of 

community colleges in the state of Texas and their value to the economic prosperity of 

the State: 
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Table 1: Community Colleges: The Future of Texas Today 

Community colleges are the largest sector of 
higher education in Texas 

• Enrollment has increased 67% since 
Fall 2000, adding more than 290,000 
new students 

 
• In the past two years, community 

colleges have grown by 20% 
 

We are the Best Economic Value for the 
State 

• Lower cost to the state than four-year 
institutions for providing freshman, 
sophomore, and Early College Start 
experiences 

 
• Lowest cost provider of higher 

education and training 
 

• Less expensive for the State to fund 
community colleges than the costs of 
similar programs and services at four-
year institutions 

We Look Like Texas 
• Enrollment: 46% Anglo, 32.4% 

Hispanic, 13.9% African-American, 
7.4% Other 

 
• 73.5% of the freshmen and sophomores 

in Texas public higher education enroll 
in community colleges 
 

• 75% of minority freshmen and 
sophomores in Texas public higher 
education attend a community college 

We Help Drive the State’s Economy 
• Fastest, best way to build a larger, 

stronger middle class 
 
• Most attuned to the needs of business, 

industry and labor markets 
 

• Primary provider of State’s workforce 
 

• Help to reduce the costs of social 
services to the state 

We are Successful in Graduating and 
Transferring Students 

• The total number of degrees and 
certificates awarded has increased 49% 
since 2000 – now totaling over 55,000 
annually 

 
• The total number of transfer students 

from community colleges to 
universities has increased 75 % since 
2000 –now totaling nearly 35,000 
annually 
 

• Produce 62% of all registered nurses 
and 84% of all first responders 

We are the Best Bargain for Students and 
Families 

• Going to a community college just 
makes financial sense 

 
• Average cost to attend a university 

full-time for a semester: $3600 
 

• Average cost to attend a community 
college full-time for a semester: $740 

Source: TACC, 2011 Legislative Priorities: 82nd Legislature 
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According to the Texas Higher Education Coordinating Board (THECB), there 

are 146 public and independent institutions of higher education in the state of Texas; fifty 

are community college districts with multiple campuses (THECB, 2010). As illustrated in 

Tables 2 and 3, Fall 2010 data indicate there are more than 735,536 students enrolled in 

the state’s community colleges, and community college enrollments in the State of Texas 

account for 50.2% of enrollment in all sectors of Texas higher education and 55% of 

Texas public higher education (TACC, 2010).  

Table 2: All Sectors of Texas Higher Education 

Institution Type 
Fall 2010 

Enrollment 
% of 

Enrollment 
Community Colleges 735,536 50.2% 
Public Universities 560,117 38.3% 
Independent Universities and Colleges 123,029 8.4% 
Medical Institutions (Public and Private) 23,036 1.6% 
Technical/State Colleges 22,363 1.5% 
Total 1,464,081   

Source: Texas Higher Education Coordinating Board, 10/28/10 

 

Table 3: Texas Public Higher Education 

Institution Type Fall 2010 
Enrollment % of Enrollment 

Community Colleges 735,536 55.0% 
Public Universities 560,117 41.8% 
Public Medical Institutions 23,036 1.5% 
Technical/State Colleges 22,363 1.7% 
Total 1,338,378   

Source: Texas Higher Education Coordinating Board, 10/28/10 
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Community College Funding 

Johnstone (2001) describes the funding of higher education as a large and 

complex topic. “The funding is complex in part because of its multiple sources of 

revenue and its multiple outputs, or products, which are only loosely connected to these 

different revenue sources” (p. 3). He explains the various sources of revenue as follows:  

The revenue sources and expenditure patterns vary significantly by the type of 

institution (university, four-year college, two-year college), mode of governance 

(public or private), and state. Colleges and universities receive funding for 

operations from tuition and fees, state and local appropriations, endowment 

income, federal funds and private gifts. They are often limited in their ability to 

decide where to spend money, because many sources are restricted by the donor. 

The primary sources of general revenues for public institutions are state and local 

appropriations and tuition and fees. Private colleges and universities rely on 

tuition and fees, as well as returns on endowment, and private gifts. Federal 

contract and grant money is provided for sponsored research or public service. 

Expenditure levels in private institutions, as well as pricing and discounting, vary 

greatly according to institutional wealth and the depth, demographics, and family 

affluence of the applicant pool. In public institutions, these levels vary according 

to state funding levels, tuition policies, and enrollment limits set by state 

governments or public multi-campus governing boards. (p. 3)  

As tuition increases, state governments shift the cost burden from taxpayers to students 

and families. With the continuous increases in expenditure levels at both public and 
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private institutions and the decline in state appropriations and federal funding, the high 

cost of tuition threatens the affordability of a quality higher education (Johnstone, 2001). 

Total revenues for community colleges can be classified in four major areas: state 

appropriations, local taxes, tuition and fees, and other sources. In FY 2009, state 

appropriations accounted for 24% of all revenues, local taxes accounted for 30%, tuition 

and fees for 23%, and 23% came from other sources. State funding for public community 

colleges totaled $1.2 billion for FY 2009 (TACC, 2011). 

TACC (2010) provides an overview of each major revenue source—student 

tuition and fees, local taxpayers and state government as follows: 

Tuition and Fees – The board of each community college district sets the 

institution’s tuition and fee structure. Tuition and fee revenues are considered 

institutional funds and are not appropriated by the state. Tuition and fee rates vary 

from institution to institution. 

Community college tuition and fees have grown dramatically. Since Fall 2000, 

the statewide average for in-district tuition and fees has increased from $33 per 

semester credit hour to $62 per semester credit hour, which is an increase of 88 

percent. Since Fall 2005, in-district tuition and fees have grown 22 percent ($51 

per semester credit hour to $62 per semester credit hour). The statewide average 

for out-of-district tuition and fees has more than doubled (102 percent increase) 

since Fall 2000 ($45 per semester credit hour to $91 per semester credit hour). 

Out-of-district tuition and fees have increased 20 percent since Fall 2005 ($79 per 

semester credit hour to $91 per semester credit hour). 
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Local Property Taxes – Each community college board is required by state law 

to levy annual ad valorem taxes for the maintenance of district facilities. A board 

may issue bonds for the construction of school buildings and to purchase land. 

The state caps the bond rate at $.50 per $100 valuation of taxable property in a 

district. The bond rate, if any, together with the annual maintenance tax rate 

cannot exceed $1 per $100 valuation of taxable district property (Texas Education 

Code, §130.122). Many districts have imposed caps on tax rates as well. For FY 

2010, the average Maintenance and Operation tax rate (M&O) is $.139 and the 

average bond (debt) rate was $.017 per $100 valuation. Twenty-five colleges have 

a bond (debt) rate for FY 2010; the average bond rate for these 25 colleges is 

$.035 per $100 valuation. Twelve of the fifty community college districts in the 

state had tax rates that were at or near their cap during FY 2010. 

State Appropriations – The Legislature appropriates general revenue funds to 

public community colleges. The majority of these funds are based on a 

community and technical college funding formula (Formula Rates multiplied by 

the Base Year Contact Hours). The Legislature limits the use of these funds to 

cover instructional and administrative costs. In addition to formula funds, the 

Legislature appropriates general revenue funds to community colleges for 

employee group health insurance and retirement. Less than one percent of the 

funds to community colleges fund special items. (TACC, 2010, pp. 5-7) 

Chart 1 indicates the trend in appropriations to community colleges for each 

biennium from 2000-01 to 2010-11. According to TACC (2010), the formula 
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appropriation for community colleges has increased each biennium except the 2004-05 

biennium when the state was coping with a $10 billion shortfall. The formula 

appropriation has increased 27 percent, from $1.45 billion in 2000-01 to $1.84 billion in 

2010-11. 

Chart 1: Formula Appropriation 2000-01 to 2010-11 (in billions) 

 
Source: (TACC, 2010, p. 8) 

Despite the increase in formula appropriations, as shown in Chart 2, the 

appropriation by contact hour ratio has decreased 5%, from $7.48 in 2000-01 to $7.11 in 

2010-11.The appropriation by contact hour ratio provides a means for comparing 

appropriations over time and accounts for changes in enrollment (TACC, 2010).  
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Chart 2: Formula Appropriation Contact Hours (Biennium) 2000-01 to 2010-11 

 
 Source: (TACC, 2010, p. 9) 

A TACC (2010) preliminary fall enrollment survey indicates that base year 

contact hours increased by 22.6%. Explaining the funding impact, TACC further suggests 

that by factoring in the 5% cut in the 2010-11 appropriation, the elimination of the $15 

million in ARRA funds, and assuming a 22.6 percent growth in base year contact hours, 

the 2012-13 appropriation per contact hour, which equates to $5.47, is 23.1% less than 

the $7.11 appropriations per contact hour for 2010-11. As illustrated in Chart 3, an 

additional 10% cut to the community college formula appropriation for the 2012-13 

biennium would bring the appropriation per contact hour ratio down to $4.92, a 30.8% 

decrease. 
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Chart 3: Community College Funding Trend 

 
Source: (TACC, 2010, p. 10) 

Challenges for Community Colleges in Texas 

In the coming years, postsecondary education in general will face a fiscally 

challenging future in the state of Texas. During the early onset of the recession, the state 

of Texas managed to survive without the magnitude of cuts that have been evident across 

the country. Conversely, Texas ranks as the very lowest in terms of state spending per-

capita—50th nationally (U.S. Census Bureau, Tax Foundation, 2009). As reported by 

Robert Garrett (2010) of the Dallas Morning News: 

The State is now feeling its share of the country’s economic woes with an 

estimated budget gap considerably larger than the deficits experienced by the state 

of California. With a projected budget shortfall for 2012-2013 of more than $25 

billion, State lawmakers must consider draconian cuts from essential services; 
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including cuts in funding to all sectors of higher education and K-12. Public 

schools, college students, and government employees might very well lose 

money, grants, benefits and even livelihoods during and after next year’s 

legislative session. (p. 1) 

Haurwitz (2010) reviewed the State’s challenges and asserts that in May 2010, 

Texas state officials ordered public colleges and universities to review their budgets and 

plan for a 10% reduction in state appropriations. This cut would be in addition to the 5% 

reduction already imposed in January 2010. The latest estimates as of October 2010 call 

for possible appropriation reductions as high as 25%. The author concludes that higher 

education is especially vulnerable when state budgets are tight, in part because 

lawmakers are less willing to slash such programs as Medicaid, children's health 

insurance and K-12 public education. 

 The State’s share of funding to the overall operating budget for community 

colleges has declined from 61% in fiscal year 1985 to 24% in fiscal year 2009 (TACC, 

2011). As student enrollment continues to increase and State funding continues to 

decline, community college districts face a number of serious issues. TACC (2011) lists 

these issues as follows: 

• Local financial resources for many community college districts, especially 

those in rural areas of the state, are severely limited by their constricted tax 

bases. In 2009, 12 community college districts did not meet the $2.5 billion 

minimum assessed property valuation requirement established by the Texas 

Legislature in 1985 for the creation of new districts. 
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• Tax caps restrict the generation of local tax revenue. There are eight 

community college districts that have reached their maximum local tax levy 

for operations and maintenance, further restricting their ability to meet the 

financial challenges of maintaining and expanding facilities and providing for 

new educational and training needs of the community. 

• Property valuation has either leveled or decreased in many college districts 

across the state. According to a survey of the Texas Association of 

Community Colleges, 27 districts reported a decline in property tax valuation 

in FY 2011 from the previous fiscal year.  

• Community college districts continue to have a difficult time responding to 

Texas employers’ changing needs through capital-intensive technical 

instruction programs requiring state-of-the-art equipment. Start-up costs for 

high-cost career technical/workforce development programs are a financial 

burden for most college districts. In addition, new information technologies, 

often outmoded within a short time, increase the need for upgrading 

curriculum and equipment and hiring additional faculty for these programs. (p. 

2) 

Likewise, according to the Texas Higher Education Coordinating Board (2011), 

Developmental education is one of the greatest challenges facing Texas higher 

education – particularly among first-generation students enrolling in community 

colleges and some regional universities. In FY 2009, 38% of students enrolling in 

public institutions (universities, community colleges, and technical colleges) were 



 53 

not ready to complete college-level work in at least one academic area (math, 

reading, or writing). At Texas community and technical colleges, almost half of 

enrolling students were unprepared. Students requiring developmental education 

in community colleges graduate at about half the rate as their peers not requiring 

academic remediation. (p. 11) 

Over the years, Texas policymakers have considered tying state funding for 

higher education to performance. The state of the economy has now made performance 

based funding a priority. In its recommendations for the 2012-2013 biennium, the Texas 

Higher Education Coordinating Board made strategies that increase student persistence 

and completion a top priority in order to achieve its goal for Closing the Gaps by 2015. 

To lead the state toward achieving its goals, the THECB Formula Funding 

Recommendations for the 2012-13 biennium modify the formulas to increase course 

completion and student success while reducing costs to the state and to students and their 

families. These recommendations achieve three primary goals: 1) increase state and 

institutional focus on student success, 2) increase cost efficiencies while increasing 

productivity, and 3) implement a meaningful component of the comprehensive shared 

responsibility model, which is critical to achieving greater student success (THECB, 

2010). 

Significant changes to the state formula funding from enrollment-based to 

performance-based will require colleges, universities, and community colleges to reassess 

and realign operations and instruction with strategies that will increase student outcomes 

and completion rates. With historically low completion rates, community colleges stand 
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to incur the largest reduction in funding due to this change. These changes coupled with 

major reductions in funding due to the state’s fiscal crisis mean that higher education can 

no longer afford to be reactive. As colleges and universities move toward performance 

based budgeting processes, they must become more strategic and intentional about what 

they do and how it is done with student outcomes as the impetus. 

Approaches to Budgeting 

As cited by Lenz (2011) Wellman states regarding the new normal faced by 

higher education institutions: 

The current prolonged recession means that we can no longer expect new 

revenue to pay for increasing attainment in higher education. In the next decade, 

we are going to be lucky to hold onto the resources we have. That means that all 

institutions – from the Ivies to the community colleges–are going to have to 

develop investment strategies that support goals for attainment. That will require 

new habits: looking at spending, and promoting the values of efficiency and cost 

effectiveness as co-partners to the never-ending search for new revenues. (Lenz, 

2011, p. 1) 

Goldstein (2005) explains that a budget is like a map guiding an institution on its 

journey in pursuit of its mission. Regardless of the specific elements of the mission (i.e. 

instruction, research, public service), an effective budget will address them all. 

The financial success of any institution is highly dependent on the capacity of 

administrators, unit managers, and all budget authorities to exercise sound fiduciary 

responsibility over the resources with which they have been entrusted. Institutions of 
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higher education use various types of budget models to manage financial resources—

formula-based, incremental, performance-based, revenue center management (RCM), and 

zero-based.  

The 2011 Inside Higher Ed Survey of College and University Business Officer’s 

findings suggest that across all sectors of higher education, incremental budgeting is the 

most widely deployed budget model, followed by formula-based and then zero-based 

budgeting. 60% of all institutions surveyed use incremental budgeting, 30% zero-based 

budgeting, 26.1% formula-based, 19.6% performance-based, and 14.2%, namely private 

doctoral universities, used RCM (Green, Jaschik, & D, 2011). The survey finds that the 

majority of associate/community Colleges, 47.4%, deploy incremental budgeting models. 

Others used zero-based Budgeting (37.6%), formula-based (35.8%), performance-based 

(20.8%), and RCM (8.7%). 

 Incremental budgeting.  

Goldstein (2005) describes incremental budgeting as a budget strategy that 

focuses on percentage adjustments to the existing base budget rather than on specific 

priorities. Expected change in allocable resources from one period to the next is measured 

and then distributed to each program or activity in a uniform manner or categorically 

using a percentage distribution. The theory supporting the use of incremental budgeting 

relies on the fact that the basic aspects of programs and activities do not change 

significantly from year to year. 
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Barr (2002) indicates that incremental budgeting assumes that the budget from the 

previous fiscal year is accurate and fairly reflects the expenditures of the unit. The budget 

from the current year becomes the base budget for purposes of calculating the amount of 

money required for a percentage increment to units. All units in the institution receive the 

same percentage increases for the same line items within their budget. The basis for the 

increase is dependent upon the amount of money available and often uses some index for 

inflation. 

Maddox, as cited by Barr (2002), describes his frustration with the limitations of 

incremental budgeting when he states: “However, incremental budgeting has no 

mechanism for making significant adjustments to allocation between units. A unit that 

has a generous budget will only get better off relative to other units—its ‘extra’ budget 

grows on that budget excess, whereas another unit treads water as essential funding is 

increased just (or not) enough to keep pace with cost increases” (as cited in Maddox, 

1999). 

 Formula-based budgeting.  

Goldstein (2005) defines formula-based budgeting as a budget strategy that relies 

on quantitative measures to distribute resources. Formula budgeting uses a procedure for 

estimating resource requirements through the relationships between program demand and 

program cost. These relationships are frequently expressed as mathematical formulations 

that can be as simple as a single student-faculty ratio or as complicated as an array of 

costs per student credit hour by discipline for multiple levels of instruction. The basis for 
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the formulas can be historical data, projected trends, or parameters negotiated to provide 

desired levels of funding. Budget formulas combine technical judgment, negotiation, and 

political agreements.  

 Barr (2002) advises that formula-based budgeting is used by most states to 

allocate funds to state-supported institutions of higher education. A mathematical ratio is 

developed that links each full-time student to a dollar figure. Barr further advises that 

formula budgeting is designed to bring more objectivity and equity into the state funding 

process for public higher education; however, politically motivated special appropriations 

often exist, diminishing most of that objectivity. 

 There are limitations to formula-based budgeting whether deployed by states or 

higher education institutions. Barr (2002) contends that formula based budgets are 

centered on past behavior and do not account for changes in enrollment or needs in the 

next funding year. Therefore, formula funding rewards the status quo and does not 

provide incentives for sound management or innovation.  

 Zero-based budgeting.  

Lasher and Sullivan (2004) denote that whereas incremental budgeting assumes 

that this year’s budget provides the base from which next year’s budget is developed, 

zero-based budgeting assumes there is no prior base. Unlike program budgeting, which 

uses a top-down approach, zero-based budgeting is a bottom-up approach. Each budget 

unit evaluates its goals and objectives, justifies the need for various activities, and 

assesses alternatives. The process produces decision packages which are grouped and 
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ranked and contain a description, performance measures, costs, and benefits for each 

activity 

Phyrr, as cited by Schmidtlein (2001), explains that zero-based budgeting, much 

like program budgeting, focuses budgetary attention on the substance of programs and 

assumes that activities required to achieve objectives can be grouped together into 

decision packages and ranked according to judgments on their relative priorities. The 

decision packages are reviewed at higher organizational levels, choices among them are 

made relative to priority. Theoretically, the development of decision packages should 

result from a comprehensive review of an institution’s activities. Analysis, planning and 

decision making is based on the coherent vision of the direction in which the institution 

should proceed. Those reviewing them require considerable detailed knowledge of the 

contents and interrelationships to make proper decisions.  

Barr (2002) asserts that a zero-based budgeting model has the advantage of 

enabling careful review of all institutional expenditures and requires that all expenditures 

be linked to the strategic goals of the unit and the institution. Barr further contends that in 

spite of the fact that zero-based budgeting identifies potential areas of cost savings that 

can be redistributed to other units, or central budget reserves, the process is time 

consuming, labor intensive, and frustrating. 

Goldstein (2005) advises that rather than focusing on the entire organization, it is 

possible to apply zero-based budgeting (ZBB) techniques selectively or to implement 

them on a cyclical basis. For example, zero-based budgeting might be used exclusively 

by administrative and support units, or it can be applied in a manner that requires each 
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unit to participate in the ZBB process on a regular schedule, possibly once every five 

years. This approach would allow a portion of the campus to participate in the ZZB 

process while the remainder of the units would participate in a different budgeting 

approach. 

 Performance-based budgeting/incentive budgeting.  

Goldstein (2005) explains that performance-based budgeting (PBB) emerged in 

the late 1940s, signaling a shift in management orientation to focusing on outcomes. It is 

a strategy that relies on the establishment of specific institutional performance objectives 

to justify a portion of base budget resources or incremental resources. 

 Lasher and Sullivan (2004) purport that performance-based budgeting is based on 

funding desired outcomes or accomplishments. It relies on activity classifications, 

performance measures, and performance evaluations. Performance-based budgeting is 

clearly an approach where institutional funding depends on the institution performing in 

certain ways and meeting certain expectations. 

Berdahl and Holland, as cited by Lasher and Sullivan (2004), list the weaknesses 

of incentive budgeting as follows: 

• In higher education, measurement of outputs and outcomes is difficult. 

• As in performance-based budgeting, there is a tendency to measure what is 

measurable. 

• Incentive programs tend not to be useful for accountability purposes. 
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• Incentives are less effective when supported by funds taken from the base 

appropriations for higher education and more effective when supported by 

funding that is additional to that base. 

 Responsibility center management.  

Responsibility Center Management (RCM), a model used primarily by 

universities, has been referenced by many pseudonyms, including cost center budgeting, 

profit center budgeting, revenue responsibility budgeting, value center management, and 

incentive-based budgeting, to name a few (Lasher & Sullivan, 2004).  

 Barr (2002) explains that under the RCM budget model, each unit is financially 

responsible for activities and is held accountable for expenditures. If a unit incurs a 

deficit because of unexpected circumstances or poor management, that deficit must be 

made up in the following fiscal year from allocated budget resources. Conversely, if the 

unit’s income exceeds expenses, the unit is permitted to carry forward the surplus for 

reallocation or support of more important projects. 

 In 1989, Indiana University-Purdue University Indianapolis (IUPUI) became the 

first public university to implement RCM. Stocum and Rooney’s (1997) research on the 

university revealed the following benefits and advantages of utilizing an RCM budget 

model: 

• The inherent incentives to maximize income and curb un-necessary costs.  

RCM is a powerful incentive for good teaching and research, course 

expansion, creative course scheduling, and general academic program 
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enhancement, all of which increase the quality of, and ultimately the financial 

resources of, academic units. 

• The accountability for use of resources and the ability to precisely track how 

they are used. Deans are accountable to the campus administration for good 

fiscal stewardship in the planning and implementing of the university's 

academic plan, and vice versa. RCM allows deans and department chairs to 

track precisely how funds are spent and to judge whether the expenditures are 

justified. 

• The ability of academic units to autonomously shift funds between spending 

categories to meet unanticipated shortfalls or needs in one area or to take 

advantage of immediate opportunities in another. The flexibility associated 

with decentralization saves time and effort (and thus money) and can produce 

quick results, thus increasing effectiveness and efficiency.  

• The ability to fund new initiatives from current programs if the latter generate 

income above and beyond costs. Units with large service course obligations 

and low costs (particularly departments such as Mathematics and English) are 

much richer than smaller units. Some of the income generated by "rich" units 

can be used to subsidize the development of underdeveloped but vital smaller 

units, so they can better support themselves. Small units that do stand on their 

own, although they may have less discretionary spending than large ones, 

nevertheless can thrive because they have the flexibility to shift funds from 
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one category to another, as well as to institute measures both to generate 

additional revenues and control their costs. 

• The ability to use carry-forward funds as a developmental long-range 

planning tool. Without this incentive, much of the power of RCM is lost. (p. 

57) 

Stocum and Rooney (1997) further emphasize that under RCM, the income, 

growth, and development of academic units depends on their willingness and ability to 

control costs while simultaneously providing academic programs of high quality and 

value to their constituencies. A major feature of RCM is the flexibility it allows deans to 

shift funds from one spending category to another, depending on need, with 

accountability only for the total. The major downside to RCM is that, if left to operate 

without constraints ("every tub on its own bottom"), academic programs can become 

driven entirely by financial entrepreneurship. An ill-thought-through RCM can balkanize 

academic units by promoting competition for students and resources, making it difficult 

for them to work toward a common vision or set of academic goals. 

Linking Planning and Budgeting: Implications for Agency and Decision Making 

  Lasher and Green (2001) state that simply put, a budget is a spending plan for a 

given period of time. Since there are never enough resources to satisfy every institutional 

need, a budget helps to set and communicate institutional priorities within the limited 

resources available. They further maintain that a budget is a result of many political 

battles, replete with offer, counter-offer, negotiation, and compromise. 
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 White’s (2007) research suggests that the integration of program review, strategic 

planning, and budgeting processes increases institutional effectiveness and informs the 

resource allocation process. The research further suggests that the components of this 

integration are more effective when leadership and institutional culture are considered 

and over-laid on the institutional structure, thereby affecting organizational behavior and 

creating a culture of accountability. 

 Parkins (2008) posited that in times of fiscal austerity, the budget coping strategy 

most frequently identified by state agencies is expenditure reduction.  Reducing 

expenditures may take the form of a hiring freeze, freezing salaries, and privatization 

techniques. The research showed that by cutting expenditures, organizations can control 

activities and preserve its health and longevity. 

Dickerson et al. (2010) echo concerns as to whether the cuts will position these 

institutions for long-term success and stress that they must take a strategic approach to 

cost cutting that will ensure that the institution continues getting stronger. Fusch (2010) 

contends that it will be difficult to make strategic cuts and identify the right units to 

invest in if an institution does not have clear, strategic objectives and a defined sense of 

its mission. The present economic situation demands that colleges and universities 

challenge old and long-held assumptions and planning/budgeting scenarios. He further 

contends that it is critical for leaders to proceed with intentionality and clarity of purpose 

(Academic Impressions, 2010). 

Pagel’s (2011) research on the California Community College System finds that 

when resources are scarce, the successful integration of planning and resource allocation 
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can set strategic objectives and carry out the objectives of the system through the targeted 

allocation of resources. When resources are linked to planning, the college’s valuable 

resources can be used to their full potential. Likewise, in times when budgets are reduced, 

the college mission and planning process can be used to guide the college through budget 

reductions. Understanding the process used by a college to integrate planning and 

resource allocation ensures that resources are being directed towards planning priorities 

and the college mission.  

Liefner’s (2003) analysis of resource allocation in university systems concludes 

that because budget authorities act as agents for their respective departments, reallocation 

of funds among departments is moderate. Likewise, Bowen (2005) suggests that in the 

pursuit of institutional excellence, prestige, and influence, priorites and goals are 

developed. In institutions of higher education, the plan oftentimes calls for additional 

programs to be added and for the implementation of various strategic initiatives. These 

plans typically require additional funding, and most do not take into account the 

reallocation of existing resources due to efficiencies (Bowen, 1980). Wildavsky and 

Caiden (2001) define a budget as a link between financial resources and human behavior 

in the pursuit of policy objectives. The authors’ spender-guardian model of interaction 

between line departments and central agencies suggests that the presence and importance 

of values, interests, motivations and conflict are central to the budget and decision-

making process. Under this model, actors in the budgetary policy network play the role of 

either spender or guardian. Agencies, as spenders, seek to increase their budgets, while 

the Bureau of the Budget or Office of Management and Budget, as guardian, seeks to 
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limit agency budgets. The institutions and incentives of the state produce roles and 

behavior that, while to some extent adversarial, are predictable, relatively balanced, and 

complementary. The result is a routinized game of spenders pushing and guardians 

pushing back that eventually produces decisions on the "size and shape" of the budget, 

how much will be spent and on what items. As such, the agent does not look at the 

overall strategic objective of the institution. The focus is on the individual unit level and 

what the unit is trying to accomplish. Due to the worldview of the agent, the context for 

budgeting and budget reallocation falls short of a broader more comprehensive discussion 

of the entire organization. Therefore, as challenges to the American higher education 

system continue to grow and become more sophisticated alongside the continued 

decreases in state funding levels and limited resources available for distribution within 

these contexts, new approaches are needed to inform the worldview that influences the 

use of budget theory to allocate and reallocate resources.  

Theoretical Principles Guiding This Study 

 Principal-agent theory.  

The financial success of institutions of higher education is highly dependent on 

administrators, unit managers, and all budget authorities (acting as agents) to exercise 

sound fiduciary responsibility over the resources for which they have been entrusted and 

to ensure that these resources are allocated efficiently (not wastefully) and effectively (for 

practical purposes) toward the institution's mission and goals. Principal-Agent theory 

seeks to explain the relationship between a principal and an agent (Pratt & Zeckhauser, 

1991).  
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Rees (1985) explains the theory of principal and agent as follows: 

A large and interesting class of problems in economics involves delegated choice: 

one individual has the responsibility for making decisions supposedly in the 

interests of one or more others, in return for some kind of payment. The theory of 

principal and agent is intended to apply to any situation with the following 

structure: one individual, called the agent must choose some action from some 

given set of actions. The particular outcome x which results from this choice 

depends on which element from some given set of states of the world, actually 

prevails at the relevant time, so that uncertainty is intrinsic to the situation. The 

outcome x generates utility to a second individual, the principal. The agent’s 

contract is to be defined under which the principal makes a payment y to the 

agent. The agent’s utility depends both on this payment y and the value of the 

action. The main purpose of principal-agent theory is to characterize the optimal 

forms of such contracts under various assumptions about the information the 

principal and the agent possess or can acquire and thereby, hopefully, to explain 

the characteristics of such contracts which are actually observed. (pp. 3-4) 

Ross (1973) describes the relationship of agency as being one of the oldest and 

most common codified modes of social interaction. An agency relationship has arisen 

between two or more parties when one, designated as the agent, acts for, on behalf of, or 

as representative for the other, designated the principal, in a particular domain of decision 

problems. He further explains that the problems of agency are really most interesting 

when seen as involving choice under uncertainty.  
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Pratt and Zekhauser (1991) maintain that the success of a modern enterprise, 

however small its scale, is likely to rely on the actions of many individuals. A 

predominant concern is the quality of the agent’s output relative to the expectations of the 

principal. How can the principal be assured that production is conducted in the most 

efficient manner, taking advantage of the benefits of specialization, appropriately 

conserving scarce resources, and so on. They further contend that even if the most 

efficient way to produce goods could be figured out, or if the market could figure it out, 

there would be the problem of ensuring that each individual performs his or her agreed-

on task. If information flowed costlessly and perfectly, superiors would know what their 

subordinates knew and what they were doing, the stockholder could be confident that 

managers were operating the corporation as if it were their own, and retailers would 

know that suppliers would provide goods of appopriate quality. However, in real life, full 

information is rarely freely available to all parties, and so the problem becomes how to 

structure an agreement that will induce agents to serve the principal’s interest even when 

their actions and information are not observed by the principal. They suggest that 

microeconomic theory addresses this issue. It assures that given certain conditions for 

efficent market function, the product of society will be maximized if individual actors are 

paid according to the value of their marginal product and then maximize only for 

themselves. Conversely, microeconomic theory is difficult to apply because it is hard to 

measure an individual’s marginal product—what he or she adds to the total picture—in 

an organization of any size. Can deans get a good measure of improved teaching 

performance by counting extra tuitions?  
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Clark, as cited by Liefer (2003) in his study of higher education institutions, 

states, “Universities are complex organizations in which the agents have specialized 

knowledge about their activities that administrators do not share” (p. 478). Leifer attests 

that activity is difficult to monitor, particularly on the level of research groups and 

individual scholars but also on the level of institutions. In order to avoid a situation where 

agents take advantage of the fact that their effort is hard to control and reduce their 

activity, a principal can link funding to performance (success). For example, governments 

can allocate money to universities according to how successfully they meet certain goals, 

such as producing a certain number of graduates. The creation of incentives to work hard 

and according to the principal’s assignments goes hand-in-hand with this form of 

funding. If universities or departments or individual academics perform well, they will 

enlarge their future budgets. If they are less successful, they will receive a lower level of 

funding. The many different forms of performance-based resource allocation like formula 

funding, funding through review processes, contracts, et cetera, employ this mechanism 

to maximize performance.  

Liefner (2003) cites Laux and Liermann’s description of the effects of change in 

the principal’s behavior as follows: 

In higher education systems without private funding or performance-based budget 

allocation, the institution bears the risk of unsuccessful projects because it 

guarantees funding and salaries regardless of performance. Some departments or 

individuals will take advantage of this situation and be rather inactive or 

concentrate on activities that do not meet the interest of the principal. With the 
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introduction of performance-based resource allocation, less motivated agents must 

work harder and according to the given criteria. The motivated agents, too, will 

have to bear the risk of failure and lose some flexibility. Therefore they will either 

reduce activities that have a high chance of failure or put away some funds as a 

reserve in the event of future funding loss.  

Liefer draws the following hypothesis from the theory: 

1. Agents that have been rather inactive before the introduction of performance-

based resource allocation will have to work harder. 

2. With performance-based resource allocation agents will tend to avoid projects 

with a high chance of failure. Departments and individuals will concentrate on 

activities where success can be expected because they will have to meet a 

forumula’s criteria or market demand. (pp. 478-479) 

 The common good.  

 Hardin (1968), in his thesis titled "The Tragedy of the Commons," hypothesized 

the population problem--how to avoid the evils of overpopulation without relinquishing 

any of the privileges that people now enjoy. The assumption is that farming the seas or 

developing new strains of wheat will solve the problem technologically. Conversely, 

Hardin attempts to show that the solution being sought cannot be found. The population 

problem cannot be solved in a technical way. The problem becomes a member of the 

class of “no technical solution problems.” 
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  Hardin (1968) summarizes Mathis’ assertions about the population as follows: 

“the population naturally tends to grow 'geometrically,' or as we would now say, 

exponentially” (pp. 1-2). In a finite world, this means that the per-capita share of the 

world’s goods must decrease. However, he questions, is our world a finite world? A finite 

world can support only a finite population; therefore, population growth must eventually 

equal zero. When this condition is met, what will be the situation of mankind? 

Specifically, can Bentham’s goal of “the greatest good for the greatest number” be 

realized? He deduces that the world is finite; evidence to the contrary has not yet been 

established.  

The tragedy of the commons develops in this way. Picture a pasture open to all. It 

is to be expected that each herdsman will try to keep as many cattle as possible on the 

commons. Such an arrangement may work satisfactorily for centuries because tribal wars, 

poaching, and disease keep the numbers of both man and beast well below the carrying 

capacity of the land. Finally, however, comes the day of reckoning, that is, the day when 

the long-desired goal of social stability becomes a reality. At this point, the inherent logic 

of the commons remorselessly generates tragedy. 

As a rational being, each herdsman seeks to maximize his gain. Explicitly or 

implicitly, more or less consciously, he asks, "What is the utility to me of adding one 

more animal to my herd?" This utility has one negative and one positive component. 

1. The positive component is a function of the increment of one animal. Since the 

herdsman receives all the proceeds from the sale of the additional animal, the 

positive utility is nearly + 1. 
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2. The negative component is a function of the additional overgrazing created by one 

more animal. Since, however, the effects of overgrazing are shared by all the 

herdsmen, the negative utility for any particular decision making herdsman is only 

a fraction of - 1. 

Adding together the component partial utilities, the rational herdsman concludes that the 

only sensible course for him to pursue is to add another animal to his herd and another. 

But this is the conclusion reached by each and every rational herdsman sharing a 

commons. Therein is the tragedy. Each man is locked into a system that compels him to 

increase his herd without limit in a world that is limited. Ruin is the destination toward 

which all men rush, each pursuing his own best interest in a society that believes in the 

freedom of the commons. Freedom in a commons brings ruin to all.  

More than 70 years ago, V.O. Key (1940) deliberated about the budgeting process 

and asked the question, “On what basis shall it be decided to allocate X dollars to activity 

A instead of activity B?” (p. 1138). Each of the approaches to budgeting identify methods 

currently used by community colleges to allocate resources. However, akin to the 

commons, community colleges have finite resources and infinite alternative institutional 

needs vying for those finite resources. Due to the worldview of the agent, the context for 

the budgeting and budget reallocation falls short of a broader more comprehensive 

discussion of the entire organization. How shall institutions determine the best allocation 

strategy that will benefit the overall organizational objective? Consequently, as 

challenges to the American higher education system continue to grow and become more 

sophisticated, along with the continued decreases of state funding levels, and limited 
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resources available for distribution within these contexts, new approaches are needed to 

inform the worldview that influences the use of budget theory to allocate and reallocate 

resources. 

Chapter Summary 

The purpose of this literature review was to acquaint the reader with research 

associated with the history and concept of higher education, community colleges and the 

practices of budgeting and reallocation decision making within higher education. It 

included a discussion of the history of higher education, the role of fiscal management 

and budgeting, barriers and challenges associated with the budgeting and reallocation 

process, and lastly the concept of decision making. An additional section of the literature 

review outlined fiscal management practices in community colleges and key pieces of 

literature that discussed a need to explore the principal-agent relationship as it is applied 

to the organizational budgetary and reallocation process.  

The final section of the literature review provided a conceptual framework for 

guiding the study. Central to the conceptual framework were the emerging concepts of 

agency and the common good. This will lead the researcher to investigate the budget 

process through the lens of the common good as postulated by Hardin (1968).  Taken as a 

whole, this conceptual framework seeks to bring meaning and understanding to the 

elements that influenced and shaped the worldview as it is applied to budgeting and the 

allocation and reallocation process within community colleges.  The next chapter will 

outline the design of the research study, including a discussion of the research design, 

data sources, data collection procedures, and data analysis techniques in the study.  
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CHAPTER III: RESEARCH METHODOLOGY 

Introduction 

The purpose of this chapter is to describe the proposed methodology and 

procedures used in this mixed methods study, specifically research design, research 

questions, research setting, data collection procedures, target population, limitations, 

instrumentation validity and reliability, and data analysis procedures. 

The 2011 Inside Higher Ed Survey instrument was converted into an online 

survey and administered to study participants. The researcher conducted individual 

interviews with chief financial officers at community colleges within Texas to gain 

insights into how individuals at the college make meaning of the college’s budget 

strategies, experience, and climate within the organization. 

Rationale for the Study 

The fiscal crisis that has resulted from the recent recession in America has made 

guaranteeing college access and affordability a challenge. The findings from the 2010 

survey of the National Council of State Directors of Community Colleges (NCSDCC) 

indicate that the “recession, producing a decline in state revenues, was by far the top-

ranked budget driver in last year’s state budget process” (Katsinas & Friedel, 2010).  As 

such, the crisis has resulted in limited resources in most states and decreased funding for 

higher education.  Like state governments, community colleges are using the fiscal crisis 

as an opportunity to revisit how state funding is distributed and how resources are 

allocated and reallocated (Academic Impressions, 2010). Given the challenging fiscal 
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environment that community colleges continue to face, this research, focusing 

specifically on community colleges in the state of Texas, examined the pressing array of 

problems that confront community colleges and identified the techniques that have been 

adopted to allocate resources. Exploration of the issue may provide insight into best 

practices, strategies, and incentives that may help other institutions address fiscal 

challenges. 

Research Design 

A mixed method research design, using surveys and interviews, was determined 

to be the best method for the implementation of this study. The survey findings provided 

useful insights into what is currently going on at the colleges based on participants’ 

survey responses. Follow up interview discussions complement the survey findings and 

provided the researcher with important contextual information pertaining to “why” things 

are as they are based on participant perceptions. 

The researcher evaluated numerous strategies of inquiry for the study and elected 

to follow a sequential mixed methods approach (Creswell, 2009). The study began with a 

quantitative research method and was followed by a qualitative approach “involving 

detailed exploration with a few cases or individuals” (Creswell, 2009, p. 14).  In a mixed 

methods study: 

The researcher seeks to elaborate on or expand on the findings of one method 

with another method. This may involve beginning with a qualitative interview for 

exploratory purposes and following up with a quantitative, survey method with a 

large sample … Alternatively, the study may begin with a quantitative method in 
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which a theory or concept is tested, followed by a qualitative method involving 

detailed exploration with a few cases or individuals. (Creswell, 2009, p. 14) 

The benefits of employing multiple research methods are well documented. Ritchie 

(2003) writes that using multiple approaches “provides a distinctive kind of evidence 

[that] can offer a powerful resource to inform and illuminate policy or practice” (p. 38). 

The use of multiple research approaches is beneficial when “there is a need to examine 

both the number and nature of the same phenomenon” (Ritchie, 2003, p. 41). According 

to Ritchie (2003), combining numerical and narrative techniques helps the researcher 

“investigate underlying factors that may be causing a phenomenon to occur” (p. 41).  

A descriptive research design was chosen to provide a representation of the data 

that describe the results of the research and give answers to the survey instruments for 

testing research question one and examining research hypotheses with regard to 

perceptions, attitudes, opinions, and conditions of the study (Shavelson, 1996; Crowl, 

1993). According to Gay and Airasian (2000), descriptive research is “useful for 

investigating a variety of educational problems, and concerned with the assessment of 

attitudes, opinions, and preferences" (p. 275). Johnson and Christensen (2000) stated that 

questionnaires are an effective tool for measuring different characteristics such as 

attitudes, beliefs, values, feelings, thoughts, and perceptions. Gall, Gall, and Borg (2010), 

suggest that descriptive research provides a framework for determining and describing 

the way things are (p. 275). Such a framework, according to Gall et al. (2010), is 

concerned with the assessment of attitudes, opinions, preferences, demographics, 

practices, and procedures. A descriptive research method involving a survey is beneficial 
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in producing quantitative descriptions of the defined variables of the target population. 

The analysis of the descriptive quantitative data can be used to explore the relationships 

that may exist between the variables. The findings or results can be extended generally to 

the larger part of the population under study. Another characteristic of survey research is 

that the instrumentation provides a way of collecting information by asking structured 

and predefined questions. The responses to the questions, which may refer to the 

respondent themselves or some other unit of analysis, serve as the input data to be 

analyzed. Additionally, while information is collected on a subset of the target 

population, the data is collected in such a way that the findings can be generalized to the 

larger population (Gall, Gall, and Borg, 2010). 

Bradburn and Sudman (1988) defined survey research as “the most widely used 

method of collecting data in the social sciences, especially in sociology and the political 

science” (p. 61). Singleton and Straits (2004) explained that while “experiments are used 

almost exclusively for explanatory, hypothesis-testing research; descriptive research 

methods involving surveys are used extensively for both descriptive and explanatory 

purposes” (p. 226). This method is particularly appropriate for this study because it offers 

the researcher the most effective means of describing the attitudes, perceptions, practices, 

and procedures of community college financial leaders in a social setting and thus allows 

the researcher to focus on the specific aspects of the research design. 

Research Questions 

Two research questions were used to guide this study: 
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1. What budget reduction and revenue enhancement strategies have been utilized 

during the current economic downturn to address the budget shortfall and 

other challenges confronting the college? 

2. How do participants (Presidents, Chief Academic Officers, and Chief 

Financial Officers) describe, based on their experience, the effectiveness of 

the particular budget model used in their organizations for budget 

reallocation? 

Methodology 

 According to Ritchie (2003), combining numerical and narrative techniques helps 

the researcher “investigate underlying factors that may be causing a phenomenon” (p. 

41). Data for the study was collected through a two-phase process:  

• Phase I: Administration of an online survey consisting of 34 questions. The 

survey involved a quantitative research strategy in which an online survey, the 

2011 Inside Higher Ed “Survey of College and University Business Officers” 

was administered to financial management leaders (presidents, chief 

instructional officers and chief business officers) in a community college 

setting. Purposive sampling was used as the criteria for selection. 

• Phase II: Interviews with financial management leaders. Semi-structured, 

individual interviews with financial management leaders (presidents, chief 

academic officers, chief financial officers) were used to expand the 

researcher’s understanding of how participants make meaning out of the 

college’s budget strategies. 
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During the Spring 2012 term, 54 community college financial leaders were asked to 

complete an electronic survey that examined their perceptions and attitudes as well as 

financial management and budget allocation practices at their respective institutions. The 

survey was administered electronically using Survey-Monkey. Survey-Monkey “is an 

online survey administration service” (Flicker, Savan, Kolenda & Mildenberger, 2008, p. 

107). Survey results were imported into an Excel spreadsheet and then into the Statistical 

Package for the Social Sciences (SPSS) for analysis. Electronic surveys are economical 

and allow for a quick turnaround (Creswell, 2009).  

 The researcher conducted in-depth, semi structured, individual interviews with 

business officers from the top three community colleges with the highest student 

enrollment for the Fall 2011 semester. Since the survey was administered to the financial 

management team, individuals who participated in the interviews could have completed a 

survey, but this was not a requirement. The researcher did not know which subjects had 

completed the survey at the time of the interview since subjects completed the survey 

anonymously. Each interview was audio recorded. Each interview participant was 

interviewed once for a period of no longer than 60 minutes. 

 The interviews enabled the researcher to obtain a firsthand account of experiences 

and allowed for the introduction (by participants) of important topical areas that may not 

have been addressed by the survey. In-depth interviews are generated data types. Ritchie 

(2003) describes generated data as follows: 

Generated data give insight into people’s own perspectives on and interpretation 

of their beliefs and behaviors – and, most crucially, an understanding of the 
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meaning that they attach to them. These methods are needed in a variety of 

research settings, partly because they provide the only means of understanding 

certain psychological phenomena, such as motivations, beliefs, decision 

processes, but also because they allow participants’ reflections on, and 

understanding of, social phenomena to be gained. (p.36)   

Although some researchers argue against interviews in favor of newer approaches, 

Fontana and Frey (2005) contend “interviewing is one of the most common and powerful 

ways in which we try to understand our fellow humans” (pp. 698-699).  

 Semi-structured interviews involve the use of predetermined questions but also allow 

room for the researcher to “probe far beyond the answers to their prepared and 

standardized questions” (Berg, 1998, p. 61). Relying on the advice of Creswell (2009), 

interview questions were open-ended to “elicit views and opinions from the participants” 

(p. 181). Open-ended questions are unstructured questions, which unlike multiple choice 

questions, possible answers are not suggested, and the respondent answers it in his or her 

own words. All interviews were audio-recorded and transcribed by the researcher. A 

formalized interview protocol was developed and utilized by the researcher. 

 The interview protocol included key issues and topics to be explored during the 

interviews as well as content mapping questions (used to raise issues), content mining 

questions (used to explore issues in detail), and related probing questions (Legard, 

Keegan, & Ward, 2003; Arthur & Nazroo, 2003). The researcher engaged in iterative 

probing with interview participants. According to Legard et al. (2003), iterative probing 

“goes far beyond what is usual in everyday conversation” and involves the researcher 
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“asking for explanations of things they might think they comprehend” (p. 152). 

 All interview participants were provided with an informed consent form detailing 

their rights and responsibilities as participants in the study, and the researcher restated the 

purpose of the research and reviewed issues related to confidentiality at the beginning of 

each interview (Legard et al., 2003). All recorded data (recordings and notes) was stored 

in a secure place to maintain participant confidentiality.  

Data Collection 

 Identification of sample population and setting.  

There are 146 public and independent institutions of higher education in the state 

of Texas; fifty are community college districts with multiple campuses (THECB, 2010). 

Community colleges make up the largest sector of higher education, enrolling 50% of the 

students in Texas higher education and 55% of the students in public higher education 

(TACC, 2010). Using purposive sampling, this study derives a sample, from the total 

community college population in Texas.  

As recommended for quantitative research, purposive sampling was used to select 

participants for the study (Creswell, 2007; Ritchie & Lewis, 2003). Using this sampling 

approach, participants who possess certain criteria were selected for inclusion in the 

study in order to allow the researcher to examine and investigate the research topic. The 

purposive criteria to select the participants included the following: 

1. Financial management leaders (presidents, chief instructional officers and 

chief business officers) in a community college setting; 
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2. Employed at a community college with 25,000 or more students; 

3. Employed at a community college with multiple sites and locations; 

4. Granting the researcher the right to publish data in a dissertation and other 

publications. 

The study also follows Ritchie and Lewis’s (2003) recommendation that the 

researcher attempt to achieve diversity in the research sample. According to their 

suggestion, the researcher should ensure that some diversity is included so that the impact 

of various characteristics might be examined. To identify the emergent diversity and 

examine the participant’s contextual environment, demographic information was 

gathered by having the participants complete a demographic information section within 

the survey. This information was used to explain the findings of the study. 

After approval of this study was granted from The University of Texas at Austin (UT) 

Office of Research Support’s Institutional Review Board (IRB) then the research 

institution was contacted to ascertain whether approval would be needed at the institution 

to survey the study participants (Creswell, 2007). Since approval was granted by the IRB 

at UT, permission was not needed for each institution involved in the research study.  

Texas Higher Education Coordinating Board data indicate that there are ten 

institutions out of the total population of community colleges in the state of Texas that 

met the criteria for this study (see Table 4). The Texas Association of Community 

Colleges assisted in obtaining the list of presidents, chief academic officers and chief 

financial officers for each of the public community colleges in the state of Texas.  
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Table 4: THECB Fall 2011 Head Count 

College District Fall 2011 
Dallas 81,846 
Lone Star 75,680 
Alamo 73,285 
Tarrant 65,092 
Houston 51,384 
Austin 42,429 
San Jacinto 33,392 
South Texas 30,392 
El Paso 28,189 
Collin 27,322 

Source: Texas Association of Community Colleges, 01/03/2012 

The President of the Texas Association of Community Colleges (TACC) was 

contacted via email and asked to provide the names of the financial leaders in Texas 

Community Colleges who fit the criteria.  

Using the contact information provided by the President of TACC, potential 

participants were contacted via email, phone, and letters inviting them to participate in 

the study (Seidman, 1998). The purpose of the study along with an overview of the 

survey process was explained via email. Once the participants accepted the invitation to 

participate in the study, a copy of the study’s informational sheet was sent to them via 

email. This informational sheet explained the scope of the study and the participant’s 

involvement. Once the participants responded back with their consent to begin, the data 

collection process began, and an email with a link to the survey was given. Respondents 

were given 14 days to complete the survey. 
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Participants from three of the largest community colleges agreed to participate in 

an interview. An email was sent which described the purpose of the study, the protocol 

and topics to be discussed. Each interview was audio recorded. Each interview participant 

was interviewed once for a period of no longer than 60 minutes.  

 Survey participants.  

The researcher conducted an online survey of Texas community college financial 

management leaders (Presidents, Chief Academic Officers, and Chief Financial/Business 

Officers) employed at a community college with 25,000 or more students with multiple 

sites and locations. The survey was sent out to 54 financial management leaders. Thirty 

financial management leaders participated in the online survey (see Table 5). The 

response rate was 56%. 

Table 5: Number of Survey Respondents Organized by Job Title 

Job Title Frequency Percent Valid 
Percent 

Cumulative 
Percent 

President 11 36.7 36.7 36.7 
Chief Academic Officer 5 16.7 16.7 53.3 
Chief Financial/Business Officer 9 30 30 83.3 
Other 5 16.7 16.7 100 
Total 30 100 100   
          
 

 The data indicate that of the financial management leaders who participated in the 

survey, 56.7% are males over the age of 50 and 40% are females age 40 and older, with 

the majority of females falling into the age category of 50 and older. The majority of the 
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financial management leaders, 66.7%, have 6 or more years of experience in their current 

position; 60% have more than 15 years of experience with direct financial responsibility 

for institutional revenues (see Table 6).  

Table 6: Participant Gender, Age, Employment Status 

Gender Frequency Percent 
Male 17 56.7 
Female 12 40.0 
Missing 1 3.3 

Total 30 100.0 

Age   
31-40 1 3.3 
40-50 3 10.0 
50-60 12 40.0 
Over 60 13 43.3 
Missing 1 3.3 

Total 30 100.0 

Years In Current Position   

1-5 years 10 33.3 

6-10 years 11 36.7 

10-15 years 4 13.3 

More than 15 years 4 13.3 

Missing 1 3.3 

Total 30 100.0 

Years Direct Financial Responsibility of Institutional Resources 

1-5 years 5 16.7 

6-10 years 3 10.0 

10-15 years 2 6.7 

More than 15 years 18 60.0 

Missing 2 6.7 

Total 30 100.0 
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 Interview participants.  

Business officers from the three community colleges in Texas with the highest 

student enrollment were invited to participate in a follow-up interview. 

Instrumentation 

The survey was designed to collect information relevant to the attitudes, 

perceptions, practices, and procedures of financial leaders as they confront financial 

management challenges and the resource allocation process. The instrument used in this 

study was modified from the 2011 Inside Higher Ed survey “Survey of College and 

University Business Officers.” Specifically, the survey examined the following issues: 

• Current financial health of the institution over a two year period (i.e. degree to 

which the institution’s financial resources allow it to obtain its goals--much 

worse or much better in 2012 compared with 2012); 

• Important financial issues that are confronting community colleges (i.e. 

budget shortfalls, rising tuition/affordability, unfunded retirement); 

• Strategies used to meet the financial challenges (i.e. budget cuts, revenue 

enhancement, program cuts, layoffs, furloughs, centralizing services); 

• The importance of the various strategies as options for increasing institutional 

revenues and reducing institutional expenses over the next two to three years 

(i.e. How important is raising student fees to revenue generation? 1=not 

important, 7=very important);  
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• Status of outsourcing of various functions and services as a way to leverage 

resources or improve services (i.e. bookstore management, physical plant or 

custodial services, Information Technology support services); 

• How well various individuals and groups within the institution understand the 

financial challenges confronting the institution;  

• The trends in budget models used at community colleges (i.e. incremental, 

performance based, zero based)  

The survey instrument consisted of five sections that include questions that 

address key issues that confront senior business and financial officers across all sectors of 

American higher education. Section One consisted of six questions related to the 

financial health of the institution; four questions used a Likert-type scale, and two were 

multi-option variable. A 7-point Likert-type scale surveyed the perceptions of the sample. 

The multi-option variables represented the participant’s perceptions regarding 

institutional financial challenges. Section Two consisted of three questions which 

assessed the impact of budget cuts on campus programs and services, two used a Likert-

type scale and one question consisted of twelve sub-sections related to outsourcing. 

Section Three contained two questions which inquired about the use of various budget 

models at the institution. Section Four consisted of nineteen Likert-type scale questions 

related to the business officer’s perspective on the effectiveness of the institution. Section 

Five is the demographic section, which contained ten demographic variables. 
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Semi-structured Interviews 

Semi-structured interviews were conducted to provide insight into the survey 

findings, specifically to help identify the reasons why certain strategies were used and to 

illuminate the participant's perspective on the institutional circumstances and 

characteristics that have helped or hindered the college's efforts to allocate resources 

effectively. The interview questions were as follows: 

1. What budget model is currently used? Has the model changed due to the 

budget shortfall?  

2. Describe your experience using the budget model. Based on the climate within 

the organization, how would you describe the effectiveness of the budget 

model? Does the choice and operational use of a particular financial 

management or budget theory impact the budget (re)allocation processes and 

decision making? 

3. What is the current financial health of the college? 

Description of the Variables 

The researcher identified the nominal variable “budget type” as the dependent 

variable. Budget type was used to identify the particular budget strategy chosen by each 

community college. The dependent measure used in this study was choice of budget 

model. The budget model choices were formula funding, incremental, performance-

based, revenue center management, zero-based, and hybrid. The independent variables 

used in this study were organizational size, organizational budget size, and administrative 
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position to determine the influence on the choice of budget strategies for resource 

allocation and reallocation.  

Wellman and Chaffee (2010) state that although many public institutions have 

already taken the immediately available cost-cutting and efficiency measures, public 

universities and multi-campus systems in particular have opportunities to achieve cost 

savings across member institutions in administrative and support functions through 

consolidation of functions, centralization of business and back-office functions, and 

taking advantage of economies of scale that produce long-term savings. Chaffee and 

Wellman further state that cost effectiveness does not mean just budget cutting. It also 

means increasing productivity through parallel attention to cost management and 

performance by: 

a. Reducing spending strategically in areas that are least damaging to access and 

attainment; 

b. Increasing the proportion of students who complete degrees, and reducing the 

production costs (such as credits to the degree) required to obtain the degree; 

and 

c. Reinvesting in core academic capacity to put cost savings into areas that are 

strategic priorities for the institution.  

The perceived importance of each strategy used in times of fiscal austerity may vary 

between institutions, could be a factor in achieving cost effectiveness, and may have 

influence on the business officer’s choice of budget coping strategy.  
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Reliability and Validity 

 Reliability.  

The term reliability refers to the degree to which a survey instrument consistently 

measures whatever it is intended to measure (Slavin, 1992). When a measurement 

instrument is consistent and accurate, the instrument should have a high degree of 

reliability (Mueller, 1986). Its aim is to “minimize the errors and biases” in a study (Yin, 

2003, p.37). According to Cooper and Schindler (2001), “Reliability is a necessary 

contributor to validity but is not a sufficient condition for validity” (p. 215).  

In order to ensure the reliability of the study and the data collection instrument 

(i.e. survey), a Cronbach Alpha was computed. The alpha coefficient indicates the level 

of reliability for the survey items. Mertens (2010) cites that “most reliability coefficients 

range from .75 to .95” (p. 381). Bruning and Kintz (1997) assert that whenever an 

instrument’s reliability value is .70 or above, the instrument is considered reliable. 

Validity. 

Survey instrument. Validity refers to the degree to which a survey instrument 

actually measures the variable it is supposed to measure (Slavin, 1992). Light, Singer, 

and Willet (1990) state that the way to measure face validity is “by having experts 

examine the measure and agree that it does assess what it is supposed to assess. The 

measure looks right, reads right, feels right” (p. 152). The survey used to solicit data from 

participants was developed by Inside Higher Ed in 2011. Their survey, “Survey of 

College and University Business Officers” was used and previously piloted by Inside 
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Higher Ed; therefore, the survey instrument has already been validated (See Appendix 

A). Additionally, third parties, including financial leaders in community college settings, 

were asked to review the questionnaire. Upon receipt of the comments and suggestions 

from the panel, the questionnaire was evaluated and revised.  

Survey participants were not asked to provide their identities and likely completed 

the survey on their designated college computers, as the survey was administered using 

the college email system. College employees were able to access their email from home 

(or other off campus location), and so it is possible that subjects completed the survey at 

some location other than their designated work area. All research subjects (survey 

participants and interviewees) were given the option to skip questions. 

Interview. The identity of the interviewees will not be revealed to anyone. The 

identity of participants was protected and the transcription was encoded using labels such 

as Business Officer #1, Business Officer #2, or Business Officer #3 in place of participant 

names. Interviewees were allowed to end the interview at any time based on their 

personal preferences and comfort level. The researcher selected a private interview 

location on the college campus, and the researcher was open to suggestions from 

interviewees for alternative interview locations. The researcher selected an appropriate 

time to conduct the interview (during normal college business hours, 8a – 5p) based on 

the preferences of the interviewees. 

The results of the research study will likely be shared with the institution. Only 

the results of the research study and no information pertaining to individual study 

participants (particularly interviewees) will be provided to the college. The information 
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will be used to further the college’s efforts in strategically aligning its resources with the 

priorities of the institution.  

Another way the researcher promoted credibility, confirmability, and 

transferability was suggested by using Merriam’s (1998) strategies for credibility: 

Member checks – The study used member checks to take data and interpretations 

back to the people from whom they were derived and asking if the results were 

plausible. Participants were asked to make corrections as needed in order to 

confirm the meanings and interpretations assigned to their interviews.  

Peer examination – The study used peer examination to ask colleagues to 

comment on findings as they emerge.  

Participatory modes of research – This strategy was used to involve participants 

in each phase of the research study.  

Researcher’s biases – This involved the divulging of information about one’s self, 

in relation to the study, including one’s epistemological views and values of the 

subject. The researcher accomplished this by answering all of the questions in the 

interview guide and in the written narrative and then identified biases and 

recorded them in a researcher’s journal. (pp. 3-9) 

Although the results of the interview cannot be easily generalized to a larger 

population, rich, thick descriptions were obtained through in-depth interviews and written 

narratives to allow others to more easily reflect on how the results relate to their own 

experiences and settings. With the strategies described above, the researcher was able to 

ensure the credibility, confirmability and transferability of the study. 
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Limitations 

This proposed study has the following limitations: 

• This study focused on financial leaders in community colleges. 

• This study is applied to a select number of institutions in Texas. 

• There is a time limitation, since data was collected during the Spring 2012 

school year, very close to the end of the academic year, some possible 

participants may not have been able to respond to the survey. 

• The study required educational background and professional work experience 

in financial management, budget theory, allocation and reallocation processes 

and procedures; as such, only professionals in fiscal management could 

participate in the study. 

• The results of this investigation might not be generalized to all community 

colleges because we are looking at community colleges with multi-campus, 

large enterprise budgets and 25,000 or more students; as such, the data may 

not be relevant to community colleges that do not fit these criteria. 

• This study focused only on the attitudes, perceptions, practices, and processes 

in a selected sample of financial leaders in community colleges in one 

particular state in the United States from among many possible influential 

variables. 
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Data Analysis 

The survey data was analyzed and categorized by using quantitative descriptive 

statistical tools. Descriptive statistics were used to organize and summarize the data at 

hand to make them more intelligible (Singleton & Straits, 2005). The researcher 

employed the use of descriptive statistics to summarize the collected data in a clear and 

understandable format. Specifically, SPSS program was used to analyze the data in light 

of the questions and hypotheses proposed for the study. Different statistical procedures 

employed to analyze the collected data included the following: 

• Descriptive statistics, which include mean, standard deviation, frequencies, 

and percentage, were obtained to gain a big picture perspective on budget 

effectiveness. They were also used to describe the attitudes, practices, and 

perceptions of fiscal leaders toward financial management, the budget 

allocation process, the value of using particular budget theories, and to 

measure the degree of importance of each. 

• Cross-tabulation was used and compared responses between the type of 

budget used and budget effectiveness. 

 Additionally, the interview findings provided insights into the survey findings, 

particularly when it came to identifying the reasons why certain strategies were used and 

how the institutional context shaped participants' perceptions of overall effectiveness. 

Tactics used by the researcher to generate meaning from the qualitative data 

included counting, clustering, and noting patterns and themes (Miles & Huberman, 

1994). Although the idea of counting may seem counterintuitive in a qualitative data 
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analysis, Berg (1998) argues that “’counts’ of textual elements merely provide a means 

for identifying, organizing, indexing, and retrieving data” in a qualitative study (p. 225). 

Clustering helps the researcher better understand a phenomenon by “grouping and 

conceptualizing objects that have similar patterns or characteristics” (Miles & Huberman, 

1994, p. 249). Marshall and Rossman (1995) describe generating categories, themes, and 

patterns as “the most difficult, complex, ambiguous, creative, and fun” phase of the data 

analysis process (p. 114). Creswell (2009) explains that “qualitative researchers build 

their patterns, categories, and themes from the bottom up” (p. 175). Coding can be 

considered part of a qualitative analysis and is the “process of organizing the material 

into chunks or segments of text before bringing meaning to information” (Creswell, 2009, 

p. 186). Coding involves reading text and making note of specific words, phrases, 

sentences or topics that capture the spirit of the document being read. Similar items are 

clumped, chunked, or clustered together and codes are developed to represent the various 

newly formed categories of information. The researcher reviewed the transcription 

reports from the interviews and developed codes. The codes that emerged were used to 

“generate a description of the setting or people as well as categories or themes for 

analysis” (Creswell, 2009, p. 189). These themes were developed into a narrative format 

and included as part of the findings of the study. A final part of the analysis involved the 

researchers interpretation of the data’s meaning and suggestions for possible future 

research. 
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Chapter Summary 

Chapter Three discussed the methodology and procedures that were used to 

investigate the financial decision making and resource allocation processes used by 

financial and budget leaders in community colleges in the state of Texas and to 

determine, based on theoretical constructs, how to best optimize scare resources within a 

community college setting. This discussion included research design, research questions 

and hypotheses, research setting, data collection procedures, description of the variables, 

target population, limitations, instrumentation, validity and reliability, and data analysis. 

Chapter 4 describes the data collected and the analysis of the data. Chapter 5 

provides conclusions, recommendations, and suggestions for future research topics.  
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CHAPTER IV: FINDINGS 

Introduction 

The fiscal crisis that has resulted from the recent recession in America has made 

college access and affordability a challenge for colleges and universities. As such, the 

crisis has resulted in limited resources in most states and decreased funding for higher 

education.  Community colleges are using the fiscal crisis as an opportunity to revisit 

how state funding is distributed and how resources are allocated. Given the challenging 

fiscal environment that community colleges continue to face and the uncertainty of State 

funding, this research examined the pressing array of challenges that confront community 

colleges in Texas and identified the techniques that have been adopted to optimize and 

allocate resources effectively. Exploration of the issue may provide insight into best 

practices, strategies, and incentives that can help other institutions address the fiscal 

challenges that exist. 

The procedures developed for this study have been closely followed, and the 

results are presented in the following sections. This chapter presents data describing the 

findings for each research question and a summary of the results. The researcher 

conducted an online survey and conducted semi-structured interviews during a three 

week time period.  Statistical software, SPSS 20.0, was used for all data analysis. 

Research Questions 

The following questions guided this research: 
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1.  What budget reduction and revenue enhancement strategies have been utilized 

during the current economic downturn to address the budget shortfall and other 

challenges confronting the college? 

2. How do participants (Presidents, Chief Academic Officers, and Chief Financial 

Officers) rate the effectiveness of the particular budget model used in their 

organizations for budget allocation? 

Organization of Findings 

The findings from the survey and interview data are presented in the nine sections 

listed below, which have been divided based on key issues that confront senior business 

and financial officers. 

• Section One: Rating the Financial Health of the Institution - consists of eight 

questions (Questions #1, 2, 3, 17, 22, 23, 24, 25) assessing the financial health of 

the institution and the impact of budget cuts. 

•  Section Two: What Matters Most – consists of one question (Question #4) which 

identifies the two most important issues confronting institutions over the next two 

to three years.  

• Section Three:  Campus Strategies – contains one question (Question #5) that 

indicates the strategies used to address the financial challenges faced at the 

institution. 
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• Section Four: Increasing Revenue and Reducing Expenses – consists of two 

questions (Questions #6 and 7) which seek to identify strategies community 

colleges need to adopt in order to increase revenue and reduce expenses. 

• Section Five: Outsourcing Campus Services – consists of one question (Question 

#8) which identifies the status of outsourcing various campus services and 

operations. 

• Section Six: Financial Challenges: Which Groups Understand – Consists of one 

question (Question #9) which seeks to identify groups within the institution who 

most understand the financial challenges of the institution. 

• Section Seven: Rating the Effectiveness of the Budget Model – Consists of three 

questions (Question #10, 11, and 12) which seek to identify what budget models 

are currently used and whether the model has changed due to financial 

challenges. 

• Section Eight: What We Do Well – Consists of one question (Question #13) 

which asks financial management leaders to rate the effectiveness of the 

institution. 

• Section Nine: Perspectives on Key Issues – consists of eleven questions 

(Questions #15, 16, 18, 19, 20, 21, 26, 27, 28, 29, and 30) which ask survey 

participants to rate various key issues. 

Within each section, the researcher organized the data based on the following general 

outline: 

1. Survey ratings: provided by Texas community college Business Officers 
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2. Interview responses: provided by Chief Financial Officers and Chief 

Business Officers  

Because the study was designed to allow for the qualitative data and analysis to inform 

the quantitative findings, the researcher integrated the quantitative and qualitative data 

reporting for each of the key issues to allow for meaningful review and analysis. All 

direct quotes included in the survey findings are listed exactly as they were given, 

including misspellings and other grammatical errors. 

Section One: Rating the Financial Health of the Institution 

What is your assessment of the current financial health of your institution? Has the 

situation improved or worsened in the past two years? What are your expectations for the 

next two years? 

 Survey ratings. Question 1 asks survey participants to rate the financial health of 

their institution. In spite of the recent recession, as of January 2012, more than half, 

66.7%, of the survey participants view their college to be in good health, while 26.7% 

view their college to be in excellent financial health (see Table 7).  

Interview responses. Each business officer interviewed expressed favorable 

opinions regarding the health of their institution.  

Business Officer 1: “We’re one of three or four colleges in this state with an 

AAA rating on our general obligation bonds … [the college’s reserves] are 

adequate for what Standard and Poor’s and Moody’s requires when they look at 

financial stability … so we’re fine with it.” 
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Business Officer 2: “Anytime you can balance the budget, accommodate 

enrollment increases, maintain an AAA rating from all three rating agencies, and 

get clean audits … you have to say by definition that’s very good. Now very good 

to some means it’s been very easy, you got to understand it’s extremely difficult, 

but we’re good.” 

Business Officer 3: “[The College’s financial health] is good because we’ve been 

proactive. We’ve been planning two to three years out … anticipating what 

changes will come.” 

Table 7: Question 1 

How would you assess the financial health of your institution as of January, 2012? 

Answer Options Response 
Percent Frequency 

B (good) 66.7% 20 
A (excellent) 26.7% 8 
C (fair) 6.7% 2 
F (failing) 0.0% 0 
D (poor) 0.0% 0 

answered question 30 
skipped question 0 

 

Question 2 asks whether the assessment of the institution’s financial health is 

better or worse in fiscal year 2012 compared with fiscal year 2011. A 7-point Likert scale 

was used to rate the participants assessment of the financial health of the institution, 1 = 

much worse than the previous year to 7 =much better than the previous year. Comparing 

fiscal year 2012 to fiscal year 2011, the participants ratings show a slight increase on 
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average, 4.73 in 2012 and 4.71 in 2011 (see Table 8). The slight increase in assessment 

may be the result of increases in tuition, fees, and growth in enrollment due to the 

recession. Historically, community college enrollment increases during periods of high 

unemployment.  

Table 8: Question 2 

How would you assess the financial health of your institution in 2012 compared to 
2011?  scale 1 to 7: 1=much worse to 7=much better  
Answer 
Options 1 2 3 4 5 6 7 Mean Frequency 

January 
2012 0 0 2 12 10 4 2 4.73 30 

January 
2011 0 0 6 4 12 4 2 4.71 28 

answered question 30 
skipped question 0 

 

Question 3 provides an assessment of the future health of the institution. Looking 

forward, community college leaders' average rating relating to the expectation of the 

future financial health of their institutions shows a slight decrease, as of January 2013, 

4.33 and 4.29 for January 2014 (see Table 9). The decrease in this rating may be due in 

part to uncertainty about the amount of state funding that will be allocated to community 

colleges. 
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Table 9: Question 3 

What are your expectations for the financial health of your institution? 
Scale 1 to 7: 1=much worse to 7=much better  

Answer Options 1 2 3 4 5 6 7 Mean Frequency 

Now vs. January 
2013 0 1 6 9 10 4 0 4.33 30 

Now vs. January 
2014 0 4 4 8 6 4 2 4.29 28 

answered question 30 
skipped question 0 

  

Questions 22 through 25 measure the survey participant’s perceptions regarding 

the implications of budget cuts on academic programs and services of the institution. The 

survey data for Question 22 indicate that most financial management leaders do not 

perceive that the budget cuts initiated at their college have damaged the quality of their 

academic programs. 60% of the survey participants disagree that the budget cuts have 

damaged the quality of the academic programs, and 26.7% strongly disagree (see Table 

10). However, Business Officer 3 indicated in the interview that the “Board was 

concerned that as we keep increasing average class size and doing more with less and still 

accepting growth that our quality of our programs was gonna significantly go down.” 
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Table 10: Question 22 

Budget cuts initiated by my institution in the past three years have done major damage to 
the quality of our academic programs. 

Answer Options Response 
Percent Frequency 

Disagree 60.0% 18 
Strongly disagree 26.7% 8 
Agree 13.3% 4 
Strongly agree 0.0% 0 

answered question 30 
skipped question 0 

 

 Question 23 shows the business officer’s perception of the damage budget cuts 

have on student academic and support services. The majority of survey participants 

believe that the budget cuts have not damaged the quality of student academic support 

services (advising, tutoring, etc.) at their college. 56% of the survey participants disagree 

that the budget cuts have damaged the quality of student academic support services, and 

10% strongly disagree (see Table 11).  

The business officer interviews revealed that in spite of all the budget cuts, 

student success continues to be the major focus of the college. Business Officer 1 stated, 

“we still made student success the number one strategic priority.” Business Officer 2 

emphatically stated,  “emphasis is on student success, instruction, student success … uh 

… yeah … everything else lines up after that.” 
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Table 11: Question 23 

Budget cuts initiated by my institution in the past three years have done major damage to 
the quality of our student academic support services (advising, tutoring, etc.). 

Answer Options Response 
Percent Frequency 

Strongly disagree 10.0% 3 
Disagree 56.7% 17 
Agree 23.3% 7 
Strongly agree 10.0% 3 

answered question 30 
skipped question 0 

 

 When asked if budget cuts have done major damage to the quality of campus 

operations and support services, 60% disagree and 13.3% strongly disagree that the 

budget cuts initiated have done major damage to campus operations and support services 

(see Table 12).  

Table 12: Question 24 

Budget cuts initiated by my institution in the past three years have done major damage to 
the quality of campus operations and support services. 

Answer Options Response 
Percent Frequency 

Strongly disagree 13.3% 4 
Disagree 60.0% 18 
Agree 23.3% 7 
Strongly agree 3.3% 1 

answered question 30 
skipped question 0 
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Question 25 assessed whether the budget cuts have damaged staff morale. 

Although campus operations, campus services, academic programming, and student 

services are not perceived to be damaged due to budget cuts, 43.3% of survey participants 

do believe that the budget cuts initiated at their institutions have done major damage to 

staff morale, and 26.7% strongly agree. The data do reveal, however, that 30% of survey 

participants disagree (see Table 13).   

During the interview with Business Officer 2, it was revealed that although the 

college has engaged staff and faculty in the planning and decision making and 

“communication is at an all-time high … morale is at an all-time low … people feel 

exploited when they don’t get cost of living increases … faculty feel like administrators, 

specifically myself, my supervisor, and the Board are exploiting them and taking 

advantage of them by reducing their formula pay … they feel like they’re not being 

valued.” 

Table 13: Question 25 

Budget cuts initiated by my institution in the past three years have done major damage to 
staff morale. 

Answer Options Response 
Percent Frequency 

Strongly disagree 0.0% 0 
Disagree 30.0% 9 
Agree 43.3% 13 
Strongly agree 26.7% 8 

answered question 30 
skipped question 0 
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Question 17 asked whether business officers felt that additional spending cuts 

would hurt the quality of the institution. The majority of survey participants believe that 

additional and significant spending cuts will hurt the quality of their institution. Fifty-

three percent disagree that their institution can make additional and significant spending 

cuts without hurting quality, and 20% strongly disagree (see Table 14). 

Table 14: Question 17  

My institution can make additional and significant spending cuts without hurting quality. 

Answer Options Response 
Percent Frequency 

Strongly disagree 20.0% 6 
Disagree 53.3% 16 
Agree 13.3% 4 
Strongly agree 13.3% 4 

answered question 30 
skipped question 0 

 

Section Two: What Matters Most 

What are the two most important financial issues confronting your institution? 

Survey responses. Question 4 asked business officers to identify the two most 

important financial issues their institutions face. The data indicate that the two most 

important financial issues/challenges confronting community colleges include potential 

cuts in core state funding/operating support (83.3%) and budget shortfalls (26.7%) with 

the rising cost of benefits a close third at 23.3% (see Table 15).  

Interview responses. The interviews further corroborated the survey data. 
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Business Officer 1: “I think the biggest challenge we have is not knowing how much 

State revenue we’re gonna get … what we don’t know at any time is what the State does. 

Since that is a chunk of your budget it makes a big difference on what you can and can’t 

do.” 

Table 15: Question 4 

As you think about the future, which of the following are the TWO most important 
financial issues/challenges confronting your institution over the next two-three years? 
(Please select TWO items from the list below.) 

Answer Options Response 
Percent Frequency 

Potential cuts in core state funding/operating support 83.3% 25 
Budget shortfalls 26.7% 8 
Rising cost of benefits 23.3% 7 
Rising tuition/affordability 16.7% 5 
Unfunded Retirement liabilities 13.3% 4 
Potential cuts in state student aid programs 13.3% 4 
Failure to make the most efficient use of current 
financial resources 10.0% 3 

Inadequate financial support from the local community 10.0% 3 
Maintaining/improving our credit/bond rating 3.3% 1 
Health care liabilities 3.3% 1 
Inadequate enrollment/tuition 3.3% 1 
Potential cuts in federal research support 0.0% 0 
The rising discount rate on our tuition 0.0% 0 
State-imposed limits on our ability to raise fees 0.0% 0 
Market limits on our ability to raise fees 0.0% 0 
Inadequate returns on our endowment 0.0% 0 
Inadequate financial support from alumni 0.0% 0 
Inadequate financial support from corporate sponsors 0.0% 0 

answered question 30 
skipped question 0 
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Section Three: Strategies 

What strategies have you deployed during the current downturn to address the financial 

and other challenges confronting your campus? 

Survey responses. Question 5 asked about the current strategies being used at 

community college institutions to address financial and other challenges. The data 

indicate the strategies most currently used include cuts to underperforming academic 

programs (73.3%), increasing enrollment (63.3%), and increasing collaboration with 

other colleges and universities (50%) (see Table 16). 

Interview responses. The interviews with college business officers offered more 

in depth insight as to what strategies these colleges have implemented in order to address 

financial challenges. The loss of funding from the state and the uncertainty about future 

state funding coupled with unprecedented enrollment increases meant looking 

strategically at several budget reduction and revenue enhancement strategies. 

Business Officer 1: “We developed what’s called the eight step plan … we had to 

fund a huge deficit … we prioritized those eight items that could reduce our budget”. 

Business Officer 2: “The first thing that we did was we reduced the 

administrative business and travel allowance by 50%. That resulted in a $500,000 across 

the board decrease in spending.” 

Business Officer 3: “We increased average class size ... had a hiring chill … 

paper strategy that dealt with going paperless campaigns … using conferencing so we 

wouldn’t drive as much for face-to-face meetings … then we did a printer initiative 
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where we were uh getting rid of all the stand alone printers … even though they were 

owned the toner costs and the costs to operate were so much higher.”  

All three colleges offered voluntary retirement incentives, which saved the 

colleges millions of dollars. Offering retirement incentives meant that the high salaries 

earned by these employees due to longevity of service could be replaced, in some 

instances with salaries half the current expense.  

 One business officer stated, “We reduced through the voluntary retirement 

incentive program our expenses by $6 million a year … that’s not bad … the program 

cost us $12 million … it pays back in two years.” 

Other responses included: “no pay raises,” “reduce faculty formula for summer 

courses,” “raise taxes,” “raise tuition and fees,” “cut courses,” “go to the multi- function, 

eliminating separate fax machines,” “decreasing our temporary staffing,” “uh the average 

class size increase … reduces the need for adjuncts”. 
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Table 16: Question 5 

Which of the strategies listed below are currently being used at your institution? 

Answer Options Response 
Percent Frequency 

a. Cutting underperforming academic programs 73.3% 22 
c. Increasing enrollment 63.3% 19 
i. Increasing collaboration with other colleges and 
universities 50.0% 15 

l. Centralizing/consolidating technology resources & 
services 46.7% 14 

b. Removing poorly performing employees including 
faculty 43.3% 13 

e. Increasing the use of part-time faculty 40.0% 12 
g. Outsourcing non-academic campus services (dorms, 
bookstore, etc.) 36.7% 11 

f. Significantly increasing tuition (more than 5 percent) 26.7% 8 
d. Increasing teaching loads for full-time faculty 13.3% 4 
j. Narrowing or shifting the college’s mission 10.0% 3 
h. Outsourcing of instructional services 3.3% 1 
k. Significantly cutting the budget for athletic programs 3.3% 1 
m. Moving to a more aggressive investment strategy for 
our endowment 3.3% 1 

answered question 30 
skipped question 0 

 

Section Four: Increasing Revenue and Reducing Expenses 

How important are various strategies as options to increase institutional revenues and 

reduce institutional expenses over the next three years? 

Survey responses. Questions 6 and 7 ask for the business officer’s opinion about 

which strategies they believe are most important for increasing institutional revenues and 

reducing expenses over the next three years. On a scale of 1 to 7, 1=not important to 
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7=most important, business officers indicated the most important strategies for increasing 

revenue within the next two years include increasing graduation rates (6.4), developing 

and expanding online programs (5.89), increasing the net tuition revenue (5.69), and 

securing more corporate support (grants, gifts, contracts, etcetera) (5.31) (see Table 17). 

 Interview responses. The interviews with the business officers reaffirmed the 

survey responses. Increasing tuition, fees, and the ad valorem tax rate were the most 

prevalent strategies mentioned.   

Business Officer 1: “Well we did increase both tuition and taxes … we did taxes at the 

very lowest increase that we could do because … the economic decline meant that local 

governments were gonna be looking to taxpayers to help fund the difference … and we 

didn’t want to add to that burden … it was a small raise but it helped raise the revenue.” 

Business Officer 2: “The Board has told us not to cap enrollment … we’ve had great 

enrollment increases for the last three years … it’s leveling out now but the only tuition 

increase that we’ve had in tuition revenue has been from increased enrollments and a 

slight increase two years ago in tuition rates.” 

Business Officer 3: “Now as we move into fiscal year 13 planning we are thinking um 

instead we have to increase tuition … targeted tuition increase like for special programs 

… high cost programs … we increased our out-of-district tuition rates … to make up for 

the taxes not paid.” 
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Table 17: Question 6 

How important do you think the strategies listed below will be to your institution’s ability to increase 
revenue in the next two-three years? Scale 1 to 7: 1=not important to 7=very important 

Answer Options 1 2 3 4 5 6 7 Mean Frequency 

Increasing graduation rates 0 0 1 0 2 9 17 6.41 29 
Developing/expanding 
online programs 0 0 0 1 8 12 7 5.89 28 

Increasing the net tuition 
revenue 1 0 1 1 6 13 7 5.69 29 

Securing more corporate 
support (grants, gifts, 
contracts, etc.) 

1 0 2 3 8 5 7 5.31 26 

Raised student fees for 
campus resources and 
services 

1 2 2 1 8 12 2 5.04 28 

Recruiting more full-pay 
students 2 1 2 3 6 9 2 4.80 25 

Increasing the revenue from 
other auxiliary enterprises 1 0 4 5 7 6 1 4.63 24 

Recruiting more 
international students 2 3 0 7 7 4 4 4.56 27 

Using campus facilities and 
other resources on a year-
round basis 

0 2 5 6 7 4 2 4.46 26 

Moving more core campus 
operations and support 
services to the Web/cloud 

1 1 8 4 6 5 0 4.12 25 

Significantly increasing the 
size of the endowment 4 5 0 4 6 5 2 4.00 26 

Increasing the revenue from 
bookstore operations 0 1 11 8 4 2 0 3.81 26 

Recruiting more out-of-
state Students 4 4 1 4 8 4 0 3.80 25 

Becoming more aggressive 
about endowment 
investments 

6 2 2 4 5 3 2 3.71 24 

Creating programs to serve 
foreign markets 6 4 3 5 3 5 0 3.38 26 

Reducing the discount rate 5 5 4 4 3 2 2 3.36 25 

answered question 30 
skipped question 0 
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Question 7 asked for the business officers’ perspective on the most important 

strategies for reducing operating expenses. The strategies rated most important for 

reducing operating expenses at these institutions include using metrics to analyze 

programs and strategies to identify problems and potential improvements (6.00), making 

more efficient use of facilities (5.90), using technology tools (e.g., business analytics 

technologies) to evaluate programs and to identify problems and potential improvements 

(5.86), using technology to reduce instructional costs (5.62), and eliminating low-

enrollment academic programs (5.57) (Table 18). 
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Table 18: Question 7 

How important are the following strategies for reducing operating expenses at your institution in the next two-three years? Scale 1 to 7: 1=not important 
to 7=very important 

Answer Options 1 2 3 4 5 6 7 Mean Frequency 

Using metrics to analyze programs and 
strategies to identify problems and potential 
improvements 

1 0 1 0 4 10 12 6.00 28 

Making more efficient use of facilities 0 0 0 1 8 14 7 5.90 30 
Using technology tools (e.g., business 
analytics technologies) to evaluate programs 
and to identify problems and potential 
improvements 

0 0 1 4 3 10 10 5.86 28 

Using technology to reduce instructional 
costs 0 1 0 4 5 13 6 5.62 29 

Eliminating low-enrollment academic 
programs 1 2 0 2 4 10 9 5.57 28 

Centralizing/consolidating IT resources and 
services 0 0 1 3 10 8 6 5.54 28 

Centralizing/consolidating administrative 
functions 0 0 2 2 11 6 7 5.50 28 

Increasing teaching loads for full-time faculty 3 2 4 9 5 1 4 4.07 28 
Developing/expanding early retirement 
programs 0 7 7 7 3 3 1 3.68 28 

Sharing more health insurance costs with 
employees 6 6 3 3 6 3 0 3.22 27 

Sharing more retirement costs with 
employees 6 6 8 3 3 1 0 2.78 27 

Reducing health insurance benefits 9 9 2 4 1 2 0 2.44 27 

Reducing retirement benefits for employees 10 10 2 4 0 1 0 2.15 27 

answered question 30 
skipped question 0 
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Section Five: Outsourcing Campus Services 

What is the status of outsourcing of various services at your institution? 

Survey responses. The survey data in Table 19 presents data related to the current 

status of outsourced services. Bookstore management and custodial services are currently 

being outsourced at the most community colleges in Texas. Food services operations and 

physical plant services rank third and fourth respectively. The outsourcing of IT services 

has been reviewed at most campuses, but the decision was not to outsource these 

services. 
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Table 19: Question 8 

Campus officials often discuss outsourcing various functions and services as a way to leverage financial resources and/or improve campus services. 
What’s the status of outsourcing at your institution? 

Answer Options a. Not 
applicable 

b. 
Currently 
doing this 

c. 
Beginning 

in Fall 2012 

d. 
Currently 

under 
review 

e. 
Reviewed 

and 
decided not 

to 

f. Too 
political to 
consider 

Frequency 

Dormitory management 26 0 0 0 3 0 29 

Bookstore management 1 27 0 1 0 0 29 

Food service management/operations 8 17 0 2 3 0 29 

Physical plant services 4 14 0 4 6 1 29 

Custodial services 2 24 0 1 2 0 29 

IT user support services 6 7 0 3 8 3 27 

Core IT management services 6 3 0 2 13 3 27 

Technology/core IT management services 6 4 0 3 13 3 28 
Call center services for 
recruitment/admissions 6 6 0 4 10 3 29 

Call center services for financial aid 
counseling 6 7 1 3 10 2 29 

Call center services for alumni/development 10 3 0 3 9 3 28 
Instructional support services 
(counseling/academic advising, etc.) 6 3 0 3 10 6 28 

Development of instructional resources for 
our online courses and programs 6 3 0 6 10 3 28 

Delivery of instruction in our online courses 
and programs 6 3 0 4 11 4 28 

answered question 29 
skipped question 1 
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Section Six: Financial Challenges: Some Groups Just Don’t Get It 

Which groups within your campus community seem to understand the financial 

challenges confronting your institution? 

Survey responses. Question 9 shows the business officers’ perspective on which 

campus constituencies most understand the financial challenges confronting their 

institution. On a scale of 1 through 7 (1 = not well to 7 = very well), survey participants 

give high ratings to presidents/chief executive officers (6.77), provost/academic officers 

(6.27), and board of regents/trustees (6.13) for understanding the financial challenges 

confronting their institutions. The groups that rated lowest include faculty (3.90), 

community members/civic leaders (3.83), students (3.27), and alumni (2.72) (see Table 

20). 
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Table 20: Question 9 

How well do various individuals and campus constituencies understand the financial 
challenges confronting your institution? Scale 1 to 7:  1=not well to 7=very well 

Answer Options 1 2 3 4 5 6 7 Mean Frequency 

Board of 
regents/trustees 0 0 0 1 7 9 13 6.13 30 

President/CEO 0 0 0 0 1 5 24 6.77 30 
Provost/chief 
academic officer 0 0 0 1 4 11 14 6.27 30 

Department chairs 
and deans 0 0 0 6 12 11 1 5.23 30 

Elected faculty 
leaders 0 1 2 5 13 8 0 4.86 29 

Faculty 1 2 8 11 4 4 0 3.90 30 
Local/state elected 
public officials 1 2 6 7 8 6 0 4.23 30 

Community 
members/civic 
leaders 

0 2 9 11 6 1 0 3.83 29 

Students 1 10 5 8 6 0 0 3.27 30 
Alumni 3 12 5 8 1 0 0 2.72 29 

answered question 30 
skipped question 0 

Section Seven: Budget Models and Their Discontents 

What budget model is used at your campus? How effective is that budget model? Has the 

budget model changed in the past three years? 

Survey responses. Questions 10, 11, and 12 inquire after the budget model 

currently used and the model used over the past three years. Business officers were asked 

whether the model changed during that time due to the challenges faced by the college. 

The responses indicate that in fiscal year 2008-2009, colleges primarily used hybrid and 

incremental budget models: 24.1% used hybrid, and 24.1% used incremental (see Table 
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21). Three years later in fiscal year 2011-2012, 33.3% of the respondents adopted a 

hybrid budget, and 20.0% now use a zero-based budgeting model (see Table 22).  

Question 12 asks about the effectiveness of the budget model used. Using a 7-

point Likert scale (1 = not effective to 7 = very effective), business officers gave a rating 

of 5.07 for the overall effectiveness of the budget model used (see Table 23). When asked 

to rate the management of resources, business officers feel that their institutions manage 

resources fairly well, giving the highest rating of 5.34 for managing resources during 

good times and allocating resources toward institutional priorities.  

Interview responses. The interview responses corroborate the survey responses. 

Business Officer 1: “We just implemented a new model this year … it's a zero-

based model … it’s been very effective … it’s given a better working relationship 

between the system office and the colleges … which typically you’re gonna have a 

system wide culture which sometimes is them against us … they were a part of the actual 

development of the budget process … this brought us together to understand ... it has 

helped me tremendously understand what their challenges are and it was accepted very 

well.”  

Business Officer 2: “Looking at the choices I would say it’s definitely not zero-

based … it’s a cross between formula and incremental … we use a formula to allocate 

our resources which you know are tuition, taxes and state appropriations … the colleges 

tend to build their budgets on the expense side in an incremental fashion … they build up, 

up, up, up and as long as their allocation is going up, up, up they’re incrementally 

budgeting up … when the formula is providing them less revenue, we have less taxes and 
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less state funding, they’re incrementally notching their budgets down … the budget 

model has been extremely effective … it has helped look at our priorities and budget 

activities according to the highest priority.” 

Business Officer 3: “Well … we now do a workload allocation model that 

calculates fairly across those colleges based on contact hour projections … also 

enrollment for student services on a per employee basis. 

Table 21: Question 10 

What budget model was used by your campus three years ago (F/Y 2008-2009)? 

Answer Options Response 
Percent Frequency 

f. Hybrid 27.6% 8 
a. Formula 24.1% 7 
b. Incremental 24.1% 7 
c. Performance-based 10.3% 3 
d. Revenue Center Management (RCM) 6.9% 2 
e. Zero-based Budgeting 6.9% 2 

answered question 29 
skipped question 1 
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Table 22: Question 11 

What budget model has your campus used in the current fiscal year (F/Y 2011-2012)? 

Answer Options Response 
Percent Frequency 

f. Hybrid 33.3% 10 
e. Zero-based Budgeting 20.0% 6 
a. Formula 16.7% 5 
b. Incremental 16.7% 5 
c. Performance-based 13.3% 4 

d. Revenue Center Management (RCM) 
0.0% 

0 

answered question 30 
skipped question 0 
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Table 23: Question 12 

How would you rate the effectiveness of the budget model currently used by your 
institution? (Scale 1 to 7: 1=not effective to 7=very effective) 

Answer Options 1 2 3 4 5 6 7 Mean Frequency 

Managing resources during 
good times 0 0 0 4 13 10 2 5.34 29 

Allocating Resources 
towards institutional 
priorities 

0 0 1 5 7 15 1 5.34 29 

Prioritizing the allocation 
of new resources 0 0 2 3 11 10 3 5.31 29 

Reallocation of existing 
resources 0 0 1 6 9 12 1 5.21 29 

Managing resources during 
difficult times 0 1 2 5 8 10 3 5.14 29 

Helping us set/re-assess 
institutional priorities 0 0 2 6 8 12 1 5.14 29 

Overall effectiveness of the 
budget model 0 0 4 4 8 12 1 5.07 29 

Promotes communication 
and collaboration among all 
departments 

0 0 5 4 11 6 3 4.93 29 

Helping us develop 
business plans for new 
academic 
programs/services 

0 0 3 9 8 8 1 4.83 29 

Helping us develop the 
business plan for our online 
education activities 

0 0 7 5 10 7 0 4.59 29 

answered question 29 
skipped question 1 

 

Section Eight: What we do well 

Survey responses. Survey participants were asked what their institutions do well 

in areas of financial management and campus management. On average, participants 

scored their institution highest for managing financial resources during good times (5.69) 
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and managing financial resources in bad times (5.69) (see Table 24). This rating concurs 

with the rating given in Question 12 that asked about the effectiveness of the budget 

model (see Table 22). 

Table 24: Question 13 

How effective (or ineffective) is your institution in the following areas? (Remember, this 
is anonymous!) (Scale 1 to 7: 1=not effective to 7=very effective)  

Answer Options 1 2 3 4 5 6 7 Mean Frequency 

Managing our financial 
resources during good 
times 

0 0 0 4 9 8 8 5.69 29 

Managing our financial 
resources during difficult 
times 

0 0 1 5 6 7 10 5.69 29 

Transparency 0 0 5 2 5 12 4 5.29 28 
Aligning our financial 
planning with the 
institutional strategic plan 

0 1 1 6 8 8 5 5.24 29 

Using technology to 
enhance the institution’s 
mission and Finances 

0 1 0 7 7 10 3 5.21 28 

Using financial data to aid 
and inform campus 
decision-making 

0 1 1 8 6 9 4 5.14 29 

Explaining/educating key 
constituencies about 
financial challenges 

0 2 1 6 6 9 4 5.11 28 

Operating as efficiently as 
possible 0 1 2 6 8 8 3 5.04 28 

Maintaining the 
infrastructure/physical 
plant 

0 0 2 10 5 7 3 4.96 27 

Communication and 
collaboration among all 
departments 

0 1 4 7 8 7 1 4.68 28 

answered question 29 
skipped question 1 
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Section Nine: Perspectives on Key Issues 

Survey responses. Survey participants were asked whether they agree or disagree 

with a set of statements regarding their institutions. The data indicate that 56.7% of 

respondents feel that faculty members are not realistic about the financial challenges 

confronting their institutions. However, 73.3% agree that faculty have been supportive of 

efforts to address the budget problems confronting their institutions. The majority of 

survey participants, 70%, agree that the investment/business savvy of their board helped 

their institutions manage the recent downturn. 83% agree that their institution makes 

efficient use of technology resources and services (see Table 25). 
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Table 25: Questions 15, 16, 18, 19-21, 26-30 

Survey 
Question Answer Options Strongly 

disagree Disagree Agree Strongly 
agree 

15 
Faculty are realistic about the 
financial challenges confronting 
my institution. 

6.7% 56.7% 36.7% 0.0% 

16 

Faculty have been supportive of 
efforts to address the budget 
problems confronting my 
institution. 

0.0% 26.7% 73.3% 0.0% 

18 
The investment/business savvy of 
my board helped us manage the 
recent downturn. 

0.0% 20.0% 70.0% 10.0% 

19 

Board members pushed the 
institution into overly aggressive 
investments that exacerbated our 
financial problems. 

70.0% 30.0% 0.0% 0.0% 

20 
Greater transparency in campus 
decision-making will result in 
better financial decisions. 

3.3% 13.3% 53.3% 30.0% 

21 Our current tuition discount rate 
is unsustainable. 10.3% 37.9% 51.7% 0.0% 

26 
My office is unfairly blamed for 
the budget cuts in campus 
programs and services. 

6.7% 60.0% 23.3% 10.0% 

27 My institution’s business model 
is badly broken. 16.7% 76.7% 6.7% 0.0% 

28 

When faced with a conflict 
between academic and financial 
administrators, our 
Chancellor/President/CEO 
regularly sides with academic 
administrators. 

6.7% 66.7% 26.7% 0.0% 

29 
My institution makes efficient 
use of technology resources and 
services. 

0.0% 10.0% 83.3% 6.7% 

30 
There are too many “sacred 
cows” at my institution that can’t 
be touched. 

0.0% 80.0% 13.3% 6.7% 
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Summary 

 The purpose of this study was to identify the budgeting strategies that are being 

used at community colleges in the state of Texas and to determine, based on the business 

officers’ perspectives, the effectiveness of those strategies. The survey instrument elicited 

responses from participants regarding the most important issues they currently face and 

the strategies that have been implemented to reduce expenses and increase revenue in 

light of the current state of fiscal austerity. Interview responses corroborated the survey 

results, provided a more in depth explanation of the strategies used, and provided a view 

of any changes to morale as a result of the budget reductions implemented. These 

findings are discussed in Chapter Five. Chapter Five also presents conclusions and 

recommendations. 
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CHAPTER V: INTERPRETATIONS, RECOMMENDATIONS AND 
CONCLUSIONS 

Overview 

Chapter Five revisits the problem statement and research questions, provides a 

summary of the first three chapters and presents a summary of major findings, discusses 

key results, and provides recommendations and suggestions for future research.  

Introduction 

The financial climate in the United States is the result the 2008 global recession. 

The crash of the financial industry, housing foreclosures, and high unemployment are a 

few of the consequences that continue to wreak havoc on state and local governments. 

Funding cuts continue to trickle down as state revenue sources decline. Debates over 

what should be funded (national security, health, or education) leave legislative bodies at 

odds. Higher education is especially vulnerable when budgets are tight in part because 

lawmakers are less willing to slash such programs as Medicaid, children's health 

insurance and K-12 public education (Haurwitz, 2010). The competition for state funding 

leaves public institutions with fewer resources and major deficits to address.  

In the state of Texas, there is a projected budget shortfall for fiscal 2012-2013 of 

$25 billion dollars. The contribution of the state government to the operating budgets of 

community colleges has declined from 61% in 1985 to 24% in 2009. In 2010, the state 

enacted three funding cuts to community colleges totaling 15%. As the next legislative 

session commences in January 2013, state lawmakers will be faced with an $8 billion 

structural deficit. The impact this will have on higher education funding is unknown.  
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Community colleges at the turn of the century have witnessed a multitude of 

challenges, including dynamic shifts in the economy, advances in technology, 

accessibility, affordability, financial austerity, faculty recruitment, retention, and the lack 

of improvement of physical facilities. These challenges pose serious threats to the 

effectiveness and quality of higher education; however, there is no challenge that affects 

the core of an institution more than that posed by financial stringency (Johnstone, 2004). 

For community colleges to succeed in fulfilling their mission and vision, these 

institutions must be flexible, strategically positioned to respond to the challenges and 

needs of its constituency, and equipped to make sound organizational decisions 

(Sanaghan, 2009). 

Community colleges across the country are challenged with finding ways to meet 

the demand for education while at the same time honoring the community college 

mission of providing an affordable, quality education to the masses. Further complicating 

the situation is the underfunding of higher education by the states and the expectation that 

degree production costs be reduced. Enrollments continue to explode as budgets continue 

to erode (Campus Computing Project, 2010). Doing more with less funding has become 

the norm during financially challenging times. As such, examination of these challenges 

is crucial as financial and budget professionals seek to optimize fiscal planning, budget 

reporting, and resource allocation measures (Doyle & Delaney, 2009).   
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Study Overview 

Given the challenging fiscal environment that community colleges continue to 

face, this research, focusing specifically on community colleges in the state of Texas, 

sought to identify the pressing array of challenges that confront community colleges and 

identify the techniques that have been adopted to optimize and allocate resources 

effectively. Exploration of the issue may provide insight into best practices, strategies, 

and incentives that can help other institutions address the fiscal challenges that exist. 

This study was guided by the following research questions: 

1.  What budget reduction and revenue enhancement strategies have been 

utilized during the current economic downturn to address the budget shortfall 

and other challenges confronting the college? 

2. How do participants (Presidents, Chief Academic Officers, and Chief 

Financial Officers) rate, based on their experience, the effectiveness of the 

particular budget model used in their organizations for budget reallocation? 

Chapter I provided an introduction to the problems and challenges community 

colleges have faced over the last decade. It provided an introduction to the study, problem 

statement, research questions, definition of terms, and significance of the study. 

Chapter II reviewed the literature and acquainted the reader with the research 

associated with the history and concept of higher education, community colleges, budget 

practices, and reallocation and decision making within higher education. The review 

included a discussion of higher education, the role of fiscal management and budgeting, 

barriers and challenges associated with the budgeting and resource allocation process, 
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and lastly the concept of decision making. An additional section of the literature review 

outlined fiscal management practices in community colleges and key pieces of literature 

that discussed a need to explore the principal-agent relationship as it is applied to the 

organizational budgetary and reallocation process. The final section of the literature 

review provided a conceptual framework for guiding the study. Central to the conceptual 

framework were the emerging concepts of agency and the common good.  

Chapter III identified the research methods. The study first employed a 

quantitative survey to gather data on these issues. The second phase of the study used 

semi-structured interviews with three college business officers to provide insight and rich 

context for the survey findings. Open-ended survey responses were also included in the 

data analysis. 

General Findings 

 The survey instrument used for this research study was designed to collect 

information relevant to the attitudes, perceptions, practices, and procedures of financial 

management leaders on financial challenges and the resource allocation process. Ideas for 

the survey instrument were adopted and modified from the 2011 Inside Higher Ed survey 

“Survey of College and University Business Officers.” In addition to the survey, 

interviews were held with college business officers to gain additional insight into the 

budget issues and practices. The interviews enabled the researcher to obtain a firsthand 

account of participant experiences and allowed for the introduction (by participants) of 

important topical areas that may not have been addressed by the survey.  The business 
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officer’s perceptions about the impact of the budget cuts to the college surfaced three key 

themes:  communication/relationships, leveraging resources, and strategic alignment. 

 Theme 1:  Communication/Relationships 

  Each business officer had similar comments regarding the establishment of better 

relationships between the business office and the college community.  According to one 

business officer, “although communication is high, morale is low.” Employees felt 

exploited because there were no pay raises given in the last three years.  Better working 

relationships between the system offices and the campuses were created. Business 

officers stated:  “it is no longer them against us.”  Business officers learned about budget 

problems at the college level which allowed changes to be made midstream. The ability 

and willingness to bring together diverse groups in the decision making process allowed 

the development of consensus.  Another business officer stated:  “transparency of data 

and issues helped build trust.”  It was also expressed that the process brought the college 

community together to understand the challenges faced from others points of view. 

 Theme 2:  Leveraging   

 Declining state funds is a major concern for the community colleges. Business 

officers are concerned because they do not know what the State is going to do at any time 

with the funding. This adds to the uncertainty in planning and decision making. 

Enrollment is growing however the State has not funded growth at the same pace.  One 

business officer commented that “new facilities have been built, but there are no funds to 

operate.”  The business officers felt that additional major cuts would significantly affect 

quality and delivery of services. Another business officer attests that “cost efficiency 
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strategies have been implemented and have saved the college millions.”  The business 

officers expressed that they have made prudent decisions regarding the increase in tuition 

and ad valorem taxes. Minimal increases were necessary, but strategically imposed in 

order to minimize the burden to the student and the taxpayer. 

 Theme 3:  Strategic Alignment 

 Common in all the interview responses was the development of strategic 

priorities.  Priorities are developed and ranked and to align with planning.  Aligning 

budget allocations with plan objectives puts the resources where needed based on the 

priorities determined by the institution.  One business officer stated, “it has helped the 

college to look at priorities and budget activities according to the highest priority.”  Each 

felt their institution’s budget model was flexible and allowed the adaptability to funding 

changes.  

Analysis 

 Findings for Research Question 1.  

 What budget reduction and revenue enhancement strategies have been utilized 

during the recent economic downturn to address the budget shortfall and other 

challenges confronting the college? 

The survey data indicate that the budget reduction and revenue enhancement 

strategy most frequently used by the Texas community colleges is cuts to 

underperforming academic programs at 73.3%. Community colleges are touted for their 

ability to develop training and certification programs that quickly and effectively adapt to 
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meet the changing needs of their communities and the industry. Traditionally, these 

institutions have readily added programs but have been slow to make the difficult choice 

to eliminate underperforming programs. They have not adopted a review process to 

assess program viability and phase out programs that are no longer needed. However, 

given the present financial challenges, community colleges can no longer afford to 

subsidize underperforming programs. Regular program review processes are now 

implemented at most colleges to ensure program viability.  

Since their inception, community colleges have been essential to the cultivation of 

an informed, educated populace. During times of economic crisis and high 

unemployment, history has shown that community college enrollment increases. During 

the most recent economic crisis, enrollment increased to an all-time high. Higher 

enrollments have increased revenue in the tuition and fees category; however, with State 

funding cuts to appropriations and benefits community, colleges must look to new efforts 

in order to increase revenue and close the funding gap. Survey participants rated efforts 

to increase enrollment the second most popular strategy used to enhance revenue at 

63.3%.  

There is no one recipe for dealing with the funding of shortfalls and other 

challenges that community colleges face. All institutions are different and each has a 

unique paradigm centered on the needs of the communities and industries they serve. 

When determining which strategy to use, institutions must first look inward at its current 

operations to identify redundancies and develop operational efficiencies based on the 

unique qualities of that institution. The interviews allowed the business officers to 
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identify other institutional strategies used to reduce expenditures and enhance revenue at 

their institutions. Two of the three business officers interviewed indicated that their 

college implemented a hiring chill as a budget reduction strategy. As stated by one 

business officer: “We still did some hiring but every vacancy before it was filled was 

questioned”. Another business officer indicated that from their list of priorities, “Number 

one was hiring chill and the chancellor actually has to approve every position posted … 

all of us have to justify to him why the position is needed … or can it wait six months.” 

Other budget reduction strategies mentioned were a voluntary retirement incentive 

program, reductions in workforce, cutting administrative business and travel allowances, 

utilizing web conferencing for meetings, eliminating annual salary or cost of living 

increases, and reducing overtime. Cost efficiency strategies included eliminating personal 

printers and ink cartridge expenses by networking computers to a central multifunction 

machine. Efficiencies were also obtained by increasing the average class size, thereby 

reducing the need for adjuncts. 

 Survey participants indicated that the most important strategies for increasing 

revenue included increasing graduation rates, developing and expanding online programs, 

increasing the net tuition revenue, securing more corporate support (grants, gifts, 

contracts, etc.), and raising student fees for campus resources and services.  

Increasing graduation rates ranked highest in level of importance due primarily to 

the state of Texas moving to a revenue allocation model based on momentum points. 

These momentum points will be distributed based on graduation and completion rates, 

which will provide an increase in revenue to the college. 
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Interview respondents indicate that revenue enhancement strategies also included 

modest increases to tuition, fees, and ad valorem tax rates.  However, each college 

revealed that they were intentional about the conservative nature of these increases in 

order to minimize the burden on the taxpayer. According to one interviewee: “We did 

taxes at the very lowest increase that we could because the economic decline meant that 

local governments were gonna be looking to taxpayers to help fund the difference and we 

didn’t want to add to that burden.” 

 Findings for Research Question 2.  

 How do participants rate, based on their experience, the effectiveness of the 

particular budget model used in their organizations for budget reallocation? 

 The data indicate that over three years, comparing fiscal year 2007-2008 to fiscal 

year 2011-2012, the community colleges investigated mostly adopted zero-based and 

hybrid budget models. 32% of survey respondents indicated that their institutions used a 

hybrid budget model, and 21.4% used a zero-based budget model (see Table 21 and 22). 

Out of the total respondents in fiscal year 2007-2008, 24% changed from formula, 

incremental, or revenue center management to zero-based or hybrid. On a rating scale of 

1 to 7 (1=not effective to 7 = very effective), survey respondents gave a rating of 5.07 for 

the overall effectiveness of the current budget model used at their institution. The 

college’s ability to manage its resources rated highest at 5.34 (see Table 23). 

A one-way Analysis of Variance (ANOVA) was conducted to compare the effect 

of the independent variable “Job Position” (which has 4 levels) on the dependent variable 
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“Effective Budgeting”. ANOVA is a general technique that can be used to test the 

hypothesis that the means among two or more groups are equal, under the assumption 

that the sampled populations are normally distributed. ANOVA compares the mean 

scores of each variable. 

First we see the descriptive statistics for each budget type (see Table 26).  It looks 

like performance-based and zero-based budget models have the highest mean level of 

effectiveness and incremental budgeting has the lowest mean level of effectiveness. 

The researcher assigned a critical value of p<.05.  Since this value is set at .05, 

any value less than this will result in significant effects.  The significance level computed 

in the ANOVA is .254 (see Table 27).  This indicates that there was not a significant 

difference found between the four job positions (president, chief academic officer, and 

chief financial officer) and budget effectiveness, at the p<.05 level.  The effects are found 

to be non-significant and the differences between the means are not great enough to allow 

the researcher to say that they are different.  

Table 26:  Descriptives 

Zero-Based 6 54.2 7.7
Hybrid 10 52.6 8.6
PB-RCM 4 52.3 9.3
Formula 5 46.8 8.5
Incremental 5 44.4 7.1
Total 30 50.5 8.5

MeanNBudget Type
Std. 

Deviation
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Table 27:  Analysis of Variance (ANOVA)

Sum of 
Squares df Mean Square F Sig.

Between 
Groups

391.483 4 97.871 1.428 .254

Within Groups 1713.983 25 68.559
Total 2105.467 29
 

 Interview responses indicate the type of budget model used varies from college to 

college. Business Officer 1 responded, “We just implemented a new model this year. It’s 

a zero-based model … it’s been very effective.” Business Officer 2 stated, “Looking at 

the choices I would say it’s definitely not zero-based … it’s a cross between formula and 

incremental … the budget model has been extremely effective.” Business Officer 3 

indicated, “We now do a workload driven model of budget distribution … a workload 

allocation that calculates fairly across the colleges based on contact hour projections and 

enrollment for student services on a per employee basis.” 

In complex organizations, communication plays a critical role in helping 

employees coordinate their work and achieve their goals (Berger, 2008). Survey 

respondents indicated that the decision-making and budget allocation process has opened 

up the lines of communications throughout the campus. One  business officer stated,  “It's 

given a better working relationship between the system office and the colleges which 

typically you're gonna have a system wide culture which sometimes is them against us … 

they were a part of the actual development of the budget process. This has brought us 

together to understand. It has helped me tremendously understand what their challenges 
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are and it was accepted very well.” Another interviewee said, “We’re very transparent. 

We tell them everything we know as we know it. Communication is at an all-time high.”  

Recommendations 

1. Engage in a strategic planning and prioritization process to ensure that the 

college’s resources are appropriately aligned with institutional priorities. 

2. Promote communication and collaboration among college constituencies to ensure 

institutional priorities are understood, decision-making is inclusive, and the 

impact to all areas is recognized.  

3. Quantify outcomes and develop analytics to determine student success, return on 

investment, and efficient use of resources. 

4. When faced with reductions in funding, avoid the easy methods typically used for 

reducing expenses, such as across-the-board cuts and layoffs. Carefully review 

business processes to determine if waste exists and develop efficiencies.  

Recommendations For Future Research 

 This study included a limited population of community colleges in Texas with 

enrollment of 25,000 or more students. Another study that includes a larger number of 

participants, extended observation at the colleges, a comprehensive review of college 

documents, interviews with college employees who have direct responsibility for 

preparing and managing department budgets such as department chairs, deans, 

chancellors/presidents, academic officers, and vice chancellors would be helpful. A larger 
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sample would also allow study findings to be generalizable to other colleges outside the 

state of Texas of similar scope, size, and function. 

 Small rural community colleges were slated to receive no state appropriations 

during the 82nd legislative session. This decision, if upheld, would have been detrimental 

to the sustainability of these institutions. A study that includes these small and rural 

colleges might show very distinct differences in the responses to the questions posed in 

this survey regarding budget allocation strategy and the assessment of damage the budget 

cuts have had on academic programs, student services, and campus operations. 

 The lack of resources due to funding cuts affects all operational sides of the 

organization in various ways.   A study can be done that includes all operational areas 

such as instruction, student services, academic support, and administration and looks at 

the effects that budget cuts and fiscal austerity has on these operational units. 

 Many community colleges have adopted regular program review processes to 

examine the viability of program offerings.  The program review process entails 

components such as the review of curriculum, articulation and graduation requirements, 

benefit to the student, business, and industry. Regular review of academic program 

offerings would allow the college to discontinue (or sunset) programs that are no longer 

viable to the student or the business community. A study that looks at the effectiveness of 

sunsetting programs prior to the economic downturn compared to now would be 

beneficial. 
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Appendix A 

Survey Instrument Sample 

(40 Questions) 
 

Section One: Rating the Financial Health of the Institution 
 

1. How would you assess the financial health of your institution as of January, 
2012? 
F (failing)  
D (poor)  
C (fair)  
B (good)  
A (excellent)  

 
2. How would you assess the financial health of your institution now compared 

to: 
Percent much better (6/7); scale: 1=much worse; 7=much better 
    
January 2012   1 2 3 4 5 6 7 
January 2011   1 2 3 4 5 6 7 
 

3. What are your expectations for the financial health of your institution: 
Percent much better (6/7); scale: 1=much worse; 7=much better 
 
Now vs. January 2013   1 2 3 4 5 6

 7 
Now vs. January 2014   1 2 3 4 5 6

 7 
 

4. As you think about the future, which of the following are the TWO most 
important financial issues/challenges confronting your institution over the 
next two-three years? (Please select TWO items from the list below.) 

a. Budget shortfalls  
b. Rising tuition/affordability 
c. Unfunded Retirement liabilities 
d. Potential cuts in federal student aid programs 
e. Potential cuts in federal research support 
f. Potential cuts in core state funding/operating support 
g. Potential cuts in state student aid programs 
h. Maintaining/improving our credit/bond rating 
i. The rising discount rate on our tuition 
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j. Failure to make the most efficient use of current financial resources 
k. Health care liabilities 
l. Inadequate enrollment/tuition 
m. State-imposed limits on our ability to raise fees 
n. Market limits on our ability to raise fees 
o. Inadequate returns on our endowment 
p. Inadequate financial support from alumni 
q. Inadequate financial support from corporate sponsors 
r. Inadequate financial support from the local community  

 

5. Which of the strategies listed below are currently being used at your 
institution? 

a. Cutting underperforming academic programs 
b. Removing poorly performing employees including faculty 
c. Increasing enrollment 
d. Increasing teaching loads for full-time faculty 
e. Increasing the use of part-time faculty 
f. Significantly increasing tuition (more than 5 percent) 
g. Outsourcing non-academic campus services (dorms, bookstore, etc.) 
h. Outsourcing of instructional services 
i. Increasing collaboration with other colleges and universities 
j. Narrowing or shifting the college’s mission 
k. Significantly cutting the budget for athletic programs 
l. Centralizing/consolidating technology resources & services 
m. Moving to a more aggressive investment strategy for our endowment 

 
6. How important do you think the strategies listed below will be to your 

institution’s ability to increase revenue in the next two-three years? scale: 
1=not important; 7=very important 

 
Reducing the discount rate  1 2 3 4 5 6

 7 
Increasing the net tuition revenue   1  2    3 4 5 6

 7 

Raised student fees for campus  
resources and services  1 2 3 4 5 6 7 

Recruiting more full-pay students  1 2 3 4 5 6
 7 

Recruiting more out-of-state  
Students    1 2 3 4 5 6 7 
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Recruiting more international 
students      1 2 3 4 5 6 7 

Creating programs to serve 
foreign markets   1 2 3 4 5 6 7 

Using campus facilities and other 
 resources on a year-round basis  1 2 3 4 5 6 7 
Developing/expanding online 
programs     1   2 3 4 5 6 7 
Increasing the revenue from 
bookstore operations  1   2 3 4 5 6 7 
Increasing the revenue from other 
auxiliary enterprises   1   2 3 4 5 6

 7 
Moving more core campus operations 
and support services to the  
Web/cloud    1   2 3 4 5 6 7 
Securing more corporate support 
(grants, gifts, contracts, etc.)  1   2 3 4 5 6 7 
Increasing graduation rates  1   2 3 4 5 6

 7 
Becoming more aggressive 
about endowment investments 1   2 3 4 5 6 7 

Significantly increasing the size 
of the endowment   1   2 3 4 5 6 7 

 
Section Two: Assessing the Impact of Budget Cuts on Campus Programs and 
Services 
 

7. How important are the following strategies for reducing operating expenses 
at your institution in the next two-three years?  scale: 1=not important; 
7=very important 
 

Increasing teaching loads for 
full-time faculty   1   2 3 4 5 6 7 

Using technology to reduce 
instructional costs   1   2 3 4 5 6 7 
Eliminating low-enrollment 



 144 

academic programs    1   2 3 4 5 6
 7 

Centralizing/consolidating  
administrative functions  1   2 3 4 5 6 7 

Centralizing/consolidating IT 
resources and services  1   2 3 4 5 6 7 
Making more efficient use of 
facilities    1   2 3 4 5 6 7 
Using metrics to analyze programs 
and strategies to identify problems 
and potential improvements   1   2 3 4 5 6

 7 

Using technology tools  
(e.g., business analytics technologies) to  
evaluate programs and to identify problems 
and potential improvements  1   2 3 4 5 6

 7 

Developing/expanding early 
retirement programs   1   2 3 4 5 6

 7 
Sharing more retirement costs 
with employees    1   2 3 4 5 6 7 

Reducing retirement benefits 
for employees   1   2 3 4 5 6 7 

Reducing health insurance 
benefits     1   2 3 4 5 6 7 
Sharing more health insurance costs 
with employees    1   2 3 4 5 6 7 

 
 

8. Campus officials often discuss outsourcing various functions and services as 
a way to leverage financial resources and/or improve campus services. 
What’s the status of outsourcing at your institution? 

 
Dormitory management 

a. Not applicable 
b. Currently doing this  
c. Beginning in Fall 2012 
d. Currently under review 
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e. Reviewed and decided not to  
f. Too political to consider  

 
Bookstore management 

a. Not applicable 
b. Currently doing this  
c. Beginning in Fall 2013 
d. Currently under review 
e. Reviewed and decided not to  
f. Too political to consider  

 

Food service management/operations 
a. Not applicable 
b. Currently doing this  
c. Beginning in Fall 2013 
d. Currently under review 
e. Reviewed and decided not to  
f. Too political to consider  

 

Physical plant/custodial services 
a. Not applicable 
b. Currently doing this  
c. Beginning in Fall 2013 
d. Currently under review 
e. Reviewed and decided not to  
f. Too political to consider  

 

Technology/IT user support services 
a. Not applicable 
b. Currently doing this  
c. Beginning in Fall 2013 
d. Currently under review 
e. Reviewed and decided not to  
f. Too political to consider  

 

Technology/core IT management services 
a. Not applicable 
b. Currently doing this  
c. Beginning in Fall 2013 
d. Currently under review 
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e. Reviewed and decided not to  
f. Too political to consider 

 

Call center services for recruitment/admissions 
a. Not applicable 
b. Currently doing this  
c. Beginning in Fall 2013 
d. Currently under review 
e. Reviewed and decided not to  
f. Too political to consider 

  

Call center services for financial aid counseling 
a. Not applicable 
b. Currently doing this  
c. Beginning in Fall 2013 
d. Currently under review 
e. Reviewed and decided not to  
f. Too political to consider  

 

Call center services for alumni/development 
a. Not applicable 
b. Currently doing this  
c. Beginning in Fall 2013 
d. Currently under review 
e. Reviewed and decided not to  
f. Too political to consider  

 

Instructional support services (counseling/academic advising, etc.) 
a. Not applicable 
b. Currently doing this  
c. Beginning in Fall 2013 
d. Currently under review 
e. Reviewed and decided not to  
f. Too political to consider  

 

Development of instructional resources for our online courses and 
programs 

a. Not applicable 
b. Currently doing this  



 147 

c. Beginning in Fall 2013 
d. Currently under review 
e. Reviewed and decided not to  
f. Too political to consider  

 

Delivery of instruction in our online courses and programs 
a. Not applicable 
b. Currently doing this  
c. Beginning in Fall 2013 
d. Currently under review 
e. Reviewed and decided not to  
f. Too political to consider  

 

9. How well do various individuals and campus constituencies understand the 
financial challenges confronting your institution? scale 1=not well; 7=very 
well 

 
Board of regents/trustees   1   2 3 4 5 6 7 
President/CEO    1   2 3 4 5 6 7 
Provost/chief academic officer 1   2 3 4 5 6 7 
Department chairs and deans 1   2 3 4 5 6 7 
Elected faculty leaders   1   2 3 4 5 6 7 
Faculty     1   2 3 4 5 6 7 
Local/state elected public officials 1   2 3 4 5 6

 7 
Community members/civic leaders 1   2 3 4 5 6

 7 
Students    1   2 3 4 5 6 7 
Alumni    1   2 3 4 5 6 7 

 
Section Three: The Use Budget Models 
 
Colleges and universities use various budget models for financial planning and 
management. Which model does your institution use? How would you rate the 
effectiveness of this model in addressing the financial challenges affecting your 
institution in recent years? 
 

10. What budget model was used by your campus three years ago (F/Y 2008-
2009)? 

a. Formula  
b. Incremental 
c. Performance-based 
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d. Revenue Center Management (RCM) 
e. Zero-based Budgeting 
f. Hybrid 

 

11. What budget model has your campus used in the current fiscal year (F/Y 
2011-2012)? 

a. Formula 
b. Incremental  
c. Performance-based 
d. Revenue Center Management (RCM) 
e. Zero-based Budgeting 
f. Hybrid 

 

Section Four: Business Officers’ Perspectives on the Effectiveness of Their 
Institutions 
 

12. How would you rate the effectiveness of the budget model currently used by 
your institution? 
(scale: 1=not effective, 7=very effective) 
 
Overall effectiveness of the budget model 
1   2 3 4 5 6 7 
 
Managing resources during good times 
1   2 3 4 5 6 7 
 
Managing resources during difficult times 
1   2 3 4 5 6 7 
 
Allocating Resources towards institutional priorities 
1   2 3 4 5 6 7 
 
Helping us set/re-assess institutional priorities 
1   2 3 4 5 6 7 
 
Helping us develop business plans for new academic programs/services   

  1   2 3 4 5 6 7 
 
Helping us develop the business plan for our online education activities   

  1   2 3 4 5 6 7 
 
Reallocation of existing resources 
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1   2 3 4 5 6 7 
 
Prioritizing the allocation of new resources 
1   2 3 4 5 6 7 
 
Promotes communication and collaboration among all departments   

 1   2 3 4 5 6 7 
 

13. How effective (or ineffective) is your institution in the following areas? 
(Remember, this is anonymous!) 

   (scale: 1=not effective, 7=very effective) 
 

Managing our financial resources during good times 
1   2 3 4 5 6 7 
 
Managing our financial resources during difficult times   
1   2 3 4 5 6 7 
 
Using financial data to aid and inform campus decision-making 
1   2 3 4 5 6 7 
 
Explaining/educating key constituencies about financial challenges   

  1   2 3 4 5 6 7 
 
Maintaining the infrastructure/physical plant 
1   2 3 4 5 6 7 
 
Aligning our financial planning with the institutional strategic plan   

 1   2 3 4 5 6 7 
 
Using technology to enhance the institution’s mission and Finances   

 1   2 3 4 5 6 7 
 
Operating as efficiently as possible 
1   2 3 4 5 6 7 
 
Transparency  
1   2 3 4 5 6 7 
 
Communication and collaboration among all departments 
1   2 3 4 5 6 7 
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14. Fiscal austerity has been addressed by community colleges in the state of 
Texas using a variety of budget coping strategies. Among the strategies listed 
below, please indicate the top five strategies initiated by your institution in 
the past three fiscal years. (in rank order, 1=high importance, 2=moderate, 
3=slight, 4=none, 5=not used) 
 

a. Across-the-board cuts 
1 2 3 4 5 
 

b. Personnel layoffs (administrative staff)  
1 2 3 4 5 
 

c. Personnel layoffs (faculty)  
1 2 3 4 5 

d. Furloughs 
1 2 3 4 5 
 

e. Freeze salaries/wages 
1 2 3 4 5 
 

f. Reduce salaries/wages 
1 2 3 4 5 
 

g. Cuts to academic programs 
1 2 3 4 5 
 

h. Hiring freeze 
1 2 3 4 5 
 

i. Improve productivity 
1 2 3 4 5 
 

j. Freeze departmental budget (excluding full-time salaries) 
1 2 3 4 5 
 

k. Reorganization of departments to improve efficiency 
1 2 3 4 5 
 

l. Cut capital outlays 
1 2 3 4 5 

 
Please indicate the degree to which you agree or disagree with the following 
statements: 
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15. Faculty are realistic about the financial challenges confronting my 

institution. 
a. Strongly disagree 
b. Disagree 
c. Agree  
d. Strongly agree  

 
16. Faculty have been supportive of efforts to address the budget problems 

confronting my institution. 
a. Strongly disagree 
b. Disagree 
c. Agree  
d. Strongly agree  

17. My institution can make additional and significant spending cuts without 
hurting quality. 

a. Strongly disagree 
b. Disagree 
c. Agree  
d. Strongly agree  

18. The investment/business savvy of my board helped us manage the recent 
downturn. 

a. Strongly disagree 
b. Disagree 
c. Agree  
d. Strongly agree  

19. Board members pushed the institution into overly aggressive investments 
that exacerbated our financial problems. 

a. Strongly disagree 
b. Disagree 
c. Agree  
d. Strongly agree  

20. Greater transparency in campus decision-making will result in better 
financial decisions. 

a. Strongly disagree 
b. Disagree 
c. Agree  
d. Strongly agree  

21. Our current tuition discount rate is unsustainable. 
a. Strongly disagree 
b. Disagree 
c. Agree  
d. Strongly agree  
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22. Budget cuts initiated by my institution in the past three years have done 
major damage to the quality of our academic programs. 

a. Strongly disagree 
b. Disagree 
c. Agree  
d. Strongly agree  

 
23. Budget cuts initiated by my institution in the past three years have done 

major damage to the quality of our student academic support services 
(advising, tutoring, etc.). 

a. Strongly disagree 
b. Disagree 
c. Agree  
d. Strongly agree  

24. Budget cuts initiated by my institution in the past three years have done 
major damage to the quality of campus operations and support services. 

a. Strongly disagree 
b. Disagree 
c. Agree  
d. Strongly agree  

25. Budget cuts initiated by my institution in the past three years have done 
major damage to staff morale. 

a. Strongly disagree 
b. Disagree 
c. Agree  
d. Strongly agree  

26. My office is unfairly blamed for the budget cuts in campus programs and 
services. 

a. Strongly disagree 
b. Disagree 
c. Agree  
d. Strongly agree  

27. M y institution’s business model is badly broken. 
a. Strongly disagree 
b. Disagree 
c. Agree  
d. Strongly agree  

28. When faced with a conflict between academic and financial administrators, 
our Chancellor/President/CEO regularly sides with academic administrators. 

a. Strongly disagree 
b. Disagree 
c. Agree  
d. Strongly agree  
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29. My institution makes efficient use of technology resources and services. 
a. Strongly disagree 
b. Disagree 
c. Agree  
d. Strongly agree  

30. There are too many “sacred cows” at my institution that can’t be touched. 
a. Strongly disagree 
b. Disagree 
c. Agree  
d. Strongly agree  

 
Please provide the following background information: 

 
31. What grouping best describes you? 

a. Under 30 years of age 
b. 31-35 
c. 36-40 
d. 41-45 
e. 46-50 
f. 51-55 
g. 56-60 
h. 61-65 
i. Over 65 

32. Gender 
a. Male  
b. Female 
c. No response 

 

33. What is your job title? 
 

34. How long have you served as the chief business/financial officer of this 
institution? 

 
a. 1-5 years 
b. 6-10 years 
c. 10-15 years 
d. More than 15 years 

 
35. Total years as a chief business/financial officer at any institution 

a. 1-5 years 
b. 6-10 years 
c. 10-15 years 
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d. More than 15 years 
 

36. What is the institutions total operating budget for FY 2011-2012? 
 

37. Did the institution incur a budget shortfall after the 2011 Texas Legislative 
Session? 
 
Yes 
No 

 
38. If a shortfall was incurred, what is the estimate of the shortfall for the 

following fiscal years: 

Fiscal Year 2011-2012 $_________________ 
Fiscal Year 2012-2013 $_________________ 

 
39. Did the institution increase ad valorem taxes for the year 2011? 

 
40. What is the institution’s total unduplicated student enrollment for Fall 2011? 

 
 

Thank you for taking the time to complete this volunteer survey. Your open and honest 
responses are deeply appreciated and will remain confidential. 
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Appendix B 

Interview Recruitment Email 

 
You have been selected to participate in a research study, entitled ― A Quantitative 
Study: The Allocation of Resources in Times of Fiscal Austerity for Community Colleges 
in the State of Texas. The study is being conducted by Karla Bender, Department of 
Educational Administration of The University of Texas at Austin, 1 University Station, 
D5400, Austin, Texas, 78712, phone: 512-471-7551, edadmin@teachnet.edb.utexas.edu.  
 
The purpose of this study is to examine the issues that are confronting community 
colleges in Texas and determine the strategies and techniques used to meet the financial 
challenges and to optimize and allocate resources cost-effectively. Your participation in 
the study will contribute to and provide insight into best practices, strategies, and 
incentives that can help community colleges address the fiscal challenges that may exist. 
There is very little information available that identifies the best practices as it relates to 
the strategies used to optimize and allocate resources effectively. Examination of the 
challenges is crucial. 
 
As an individual who has been directly involved with the planning and budgeting 
process, you are being asked to participate in a research study. Your participation is 
entirely voluntary. You can refuse to participate or stop participating at any time without 
penalty or loss of benefits to which you are otherwise entitled. You can stop your 
participation at any time and your refusal will not impact current or future relationships 
with UT Austin. 
  
If you agree to be in this study, you may be asked to participate in an individual 
interview. All interviews will be audio recorded. Possible topics that will be covered 
during the interviews will involve identification of budget strategies used at the college, 
the effectiveness of those strategies, and your perspective of why certain employee 
groups (faculty, staff, administrators) may have divergent perspectives regarding the 
college’s budget strategies. The total estimated time to participate in the study is 
approximately 60 minutes for an individual interview. 
 
There is minimal risk associated with participating in this study. While the researcher will 
take necessary precautions to protect the confidentiality of study participants, extenuating 
circumstances, such as theft of storage devices (i.e. researcher’s personal computer) may 
result in a breach of participant privacy. Any potential benefit gained by participants 
would be associated with the institution as a whole and the participant as a community 
college leader. Since the purpose is to assess the effectiveness of the college’s budget 
strategies in times of fiscal austerity. The study findings will be helpful in identifying 
areas of strength and for improvement of the institution. 
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Investigation into these issues may provide insight into best practices, strategies, and 
incentives that can help community college leaders address the fiscal challenges that may 
exist. The ability to optimize and allocate resources effectively may minimize the cost of 
education and preserve undergraduate student access and affordability at community 
colleges in Texas. 
 
Please print and sign the attached consent form if you agree to participate in this study.  
This study has been reviewed and approved by The University of Texas at Austin 
Institutional Review Board. If you have questions about your rights as a study participant, 
or are dissatisfied at any time with any aspect of this study, you may contact - 
anonymously, if you wish - the Institutional Review Board by phone at (512) 471-8871 
or email at orsc@uts.cc.utexas.edu.  
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Appendix C 
 

CONSENT FORM FOR ONLINE RESEARCH 
 

You are invited to participate in a research study, entitled “A Mixed Methods Study: The 
Allocation of Resources in Times of Fiscal Austerity for Community Colleges in the 
State of Texas”. This study is being conducted by Karla Bender, Department of 
Educational Administration of the University of Texas at Austin, 1 University Station, 
D5400, Austin, Texas, 78712, phone: 512-471-7551, edadmin@teachnet.edb.utexas.edu. 
 
The purpose of this study is to examine the issues that are confronting community 
colleges in Texas and determine the strategies and techniques used to meet the financial 
challenges and to optimize and allocate resources cost-effectively. Your participation in 
the study will contribute to and provide insight into best practices, strategies, and 
incentives that can help community colleges address the fiscal challenges that may exist. 
There is very little information available that identifies the best practices as it relates to 
the strategies used to optimize and allocate resources effectively. Examination of the 
challenges is crucial. 
 
Investigation into these issues may provide insight into best practices, strategies, and 
incentives that can help community college leaders address the fiscal challenges that may 
exist. The ability to optimize and allocate resources effectively may minimize the cost of 
education and preserve undergraduate student access and affordability at community 
colleges in Texas. 
 
You can refuse to participate or stop participating at any time without penalty or loss of 
benefits to which you are otherwise entitled. You can stop your participation at any time 
and your refusal will not impact current or future relationships with UT Austin. 
 
In the study, you will be asked to participate in an online survey consisting of 40 
questions. The survey should take between 20 and 30 minutes to complete. The survey 
instrument consists of five sections that include questions which address key issues that 
confront senior business and financial officers across all sectors of American higher 
education. 
 
Risks to survey participants are considered minimal. Risks are not expected to be greater 
than those associated with everyday life. Survey participants will complete the survey 
anonymously therefore the possibility of breach of confidentiality does not exist. You 
will not directly benefit from participating in the survey. Any potential benefit gained by 
participants would be associated with the institution as a whole and the participant as a 
community college leader. Since the purpose is to assess the effectiveness of the college’s 
budget strategies in times of fiscal austerity. The study findings will be helpful in 
identifying areas of strength and for improvement of the institution. 

mailto:edadmin@teachnet.edb.utexas.edu


 158 

 
Only the researcher will have access to the data during data collection. Within two weeks 
after the survey is complete, the survey data will be downloaded and stored on the 
investigator’s personal password protected computer. Survey data will be permanently 
deleted from the survey website. Downloaded information will be deleted from the 
investigator’s password protected computer once all the data has been analyzed. Other 
data such as excel spreadsheets created by the researcher to analyze and compare the data 
will be stored on the investigator’s password protected computer and permanently deleted 
once the investigator has completed the analysis. 
 
You may also request a hard copy of the survey from the contact information above. 
 
If you agree to participate please press the arrow button at the bottom right of the screen 
otherwise use the X at the upper right corner to close this window an disconnect. 
 
To complete the survey, click on the link below: 
http://www.surveymonkey.com (the actual link has not been created yet) 
 
The password for the survey is [password]. (the actual password for this survey has not 
been created yet.) 
 
This study has been reviewed and approved by The University of Texas at Austin 
Institutional Review Board. If you have questions about your rights as a study participant, 
or are dissatisfied at any time with any aspect of this study, you may contact – 
anonymously, if you wish – the Institutional Review Board by phone at (512) 471-8871 
or email at orsc@uts.cc.utexas.edu. 
 
Thank you.  
  

http://www.surveymonkey.com/
mailto:orsc@uts.cc.utexas.edu
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