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Preface

Most administrators in institutions of higher education carry
responsibility for budget management. It may be only one of many
parts of their responsibilities but it is critical to their success. Indi-
viduals charged with budget responsibility, however, often do not
have training or experience in managing this important function.
Assumptions are often made that because a person is experienced in
program development, teaching, or research that they are familiar
with the basic principles of budgeting and financial management.
This is not necessarily true, and this volume has been written to fill
part of that gap in knowledge and experience.

The target audiences for the volume include managers in a
variety of roles within higher education, including director, dean,
vice president, department chair, coordinator, and program direc-
tor. Graduate students studying higher education administration
at both the master’s and doctoral level will also find this version
of the book to be useful. This volume is intended for those with
limited exposure to higher education budgets and fiscal manage-
ment. Written in plain language, it is intended for readers who do
not have a strong background in matters financial.

This text is based on a successful 2002 monograph, The Jossey-
Bass Academic Administrator’s Guide to Budgets and Financial
Management. The original monograph was focused on helping those
new to budget responsibilities in academic affairs understand the
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language and the processes of budget management in higher edu-
cation. This edition builds on that work but expands it in some
critical areas, including an expanded focus on budget models in
higher education and an expanded discussion of the fiscal man-
agement of auxiliary enterprises. The text has also been expanded
to address the broader audience of those with new or expanded
budget responsibilities in higher education and to include a
more in-depth discussion of the factors involved in developing
and implementing an institutional budget. Information has been
updated throughout the text to reflect contemporary conditions
in higher education. Auxiliary and capital budgets are covered in
greater depth in a separate chapter. A case study involving bud-
get increases at Alpha University in Chapter One provides an
opportunity for readers to apply information learned to an actual
situation. The fictional Alpha University is referenced many
times in subsequent chapters to illustrate important concepts.
Alpha University is revisited in another case study in Chapter
Seven and provides an opportunity for readers to apply what they
have learned. Chapter Seven also contains a case study on Omega
College added to illustrate the unique challenges facing smaller,
private, tuition-dependent universities. Each chapter closes with a
set of reflective questions to help the reader apply the information
to the specific set of circumstances and challenges that they face.
Chapter One, “The Fiscal Context and the Role of the Budget
Manager,” discusses the broader fiscal forces that influence fund-
ing in American higher education. In addition, the chapter con-
tains a discussion of the role of a budget manager (whether it is
a full or part-time responsibility) within a budgetary unit and
within the greater institutional environment. Chapter Two,
“Primary Elements of the Budget: Revenue and Expenses,” pre-
sents the various sources of revenue and the broad categories of
expenses that characterize budgets in higher education. Attention
is given to the issues that should be confronted when dealing with

revenue and expenses. Chapter Three, “Understanding Budgets,”
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discusses the purposes of the budget, the different types of budgets,
and the different budget models that may be part of the responsi-
bility of any administrator in higher education. In Chapter Four,
“Management of the Budget Cycle,” the discussion centers on the
ongoing nature of budget management and the need to under-
stand the past, present, and future fiscal issues of the budget unit.
Auxiliary enterprises and capital budgets provide special issues in
fiscal management. Chapter Five, “Understanding Auxiliary and
Capital Budgets,” clarifies the challenges and opportunities facing
budget managers dealing with those enterprises. Any administra-
tive position is fraught with problems that must be solved and
pitfalls that should be avoided; budget management is no excep-
tion. Chapter Six, “Problems and Pitfalls in Budget Management,”
discusses those issues in detail and suggests how to confront prob-
lems and avoid pitfalls. Finally, Chapter Seven, “Managing Budget
Fluctuations,” offers suggestions on how to manage both budget
cuts and new resources flowing into the institution and budget
unit. Also in Chapter Seven, Alpha University is revisited in an
additional case study with budget reductions as the task for the
reader. Chapter Seven also contains a new case study on Omega
college that permits the reader to apply the information learned
throughout the volume. The book concludes with a Glossary of
Terms, which we hope will be helpful to readers in understanding
the terminology used throughout the volume as well as in their
daily work as budget managers within an institution of higher
education.
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The Fiscal Context and the Role
of the Budget Manager

Understanding how to forecast, build, and manage a budget is
an essential skill for all administrators in higher education.
Almost every administrative position in higher education carries
some responsibility for budget management. From a new profes-
sional managing a small program budget to a program director to
a dean or vice president, understanding the budget and skill in
managing budget issues and problems are critical competencies for
administrative success.

This chapter focuses on increasing the reader’s understanding of
the process of obtaining financial support for institutions of higher
education. It first addresses the complex fiscal context for American
higher education. It then focuses on the differences in fiscal issues
between public and private (independent) institutions of higher
education. Next it discusses the responsibilities of the person who
manages the budget for an individual program, a department, a
division, or a school or college within an institution. The chapter
closes with a discussion of the importance of this information for
any administrator in higher education. At the end of the chapter
the practical implications of this information are illustrated in a
case study of Alpha University, followed by reflective questions.

The Fiscal Context of American Higher Education

Higher education institutions, whether public or private, are
experiencing great changes related to identifying and capturing
fiscal resources to support educational endeavors. The broader
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fiscal context of higher education sets very real constraints on
what can and cannot be done in any institution of higher educa-
tion. These broader fiscal issues include the influence the recession
of 2008-2009 has had on the funding for both private and public
higher education; increased competition for funds within both the
public and private economic sectors; increased regulation, includ-
ing a rise in unfunded mandates at the state and federal levels;
the cost of technology; increased competition for faculty and staff;
increased competition for students; concerns about the rising cost
of higher education to students and their families; and rising costs

for the purchase of goods and services.

The 2008-2009 Recession

Goldstein states: “The economies of all institutions are linked
with the national economy which is increasingly connected to
the world economy” (2005, p. 14). Never has that statement been
clearer than in the years since 2008. The 2008-2009 recession
had a profound effect on American higher education in both the
public and private sectors. In the public sector, two major issues
have been in the news: the reduction of direct state support to the
public institutions and the reduction in state grants and scholar-
ships awarded to individual student residents. At least thirty-four
states had some reduction in support for public higher education
(AASCU, January 2009), with Arizona, California, and Florida
being notable examples. In general, state funding for higher edu-
cation was substantially reduced in FY2009 and further reductions
are being anticipated in many public institutions of higher educa-
tion in the future.

Student applications for financial aid increased as the econ-
omy suffered. “The federal government’s Pell Grant program, the
bellwether of all financial aid programs, has seen a huge increase
in the number of applications in light of the economic downturn”
(AASCU, 2009, p. 2). The influence of the reductions in direct

aid to students at the state level played a significant role in the
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record growth in enrollments to community college and regional
public institutions.

Many states also face reduced tax bases due to high unemploy-
ment rates and business closings or reductions and thus could not
meet their obligations to state institutions. Illinois and California
provide excellent examples of such conditions. Failure of the
states to meet their funding obligations to state-supported institu-
tions resulted in actions such as mandatory unpaid furloughs for
faculty and staff, reduction in support for equipment replacement,
reduction in library support, and postponement of needed repairs
and renovations. Some of these measures will have ramifications
far into the future for state-supported institutions.

Private higher education has also not been immune from budget
cuts. Endowment losses have been quite substantial in some insti-
tutions. For example, Harvard University, with the largest higher
education endowment in the country, initially lost approximately
27% of their endowment (Zhu, 2009), and they were not alone.
Both large and small institutions sustained substantial losses in
their endowments, and if the institution was overly dependent on
endowment funds for the annual operating budget then budget cuts
were inevitable. Even prudent institutions with a spending rule for
endowment funds were faced with slowing down growth, forgoing
raises, postponing capital projects, and other cost containment mea-
sures. Those institutions that relied on an annual fund (donations
to the institution during the fiscal year) were also hard pressed to
continue all activities, programs, and salary raises if the annual fund
drive was not successful. Even prudent institutions had to use a vari-
ety of cost-containment measures until the full impact of the eco-

nomic downturn was determined and economic growth returned.

Increased Competition for Funds

Competition for funds has increased in both the public and pri-
vate sector over the last decade and is likely to continue into the

future. In most states, state government has become a growth



