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Thesis Title:
“Budgetary Strategies for large scale Research and Development Organizations: With
special reference to the Institute of Advanced Studies, Australian National University.”

Author:
PJ. GRIMSHAW

Problem: .

Present budgetary strategies or techniques in use by large and complex research and
development organizations fall short of satisfying the special needs these organizations
have, whatever the financial circumstances. A budgetary strategy, CRA is developed
and presented for the purpose of removing these shortcomings.

Methodology Adopted:

A wide selection of literature and official publications dealing with budgeting was
reviewed. This was complemented by the author’s experience as a budgeting prac-
titioner in the Institute of Advanced Studies, Australian-National University, Canberra,
and responses from a number of Australian universities to a questionnaire designed to
provide information about current budgetary practices in use.

Brief Resume: ‘

Changing financial circumstances, which can range from one of growth to one of
“stringency, have emphasised the importance of sound budgetary strategies and planning
processes in large and complex research and development organizations. The goals and
functions adopted for research and development work undertaken at Australian
universities, and public and private research and development organizations are exam-
ined within the context of their operational modes, focussing particularly on those
factors which effect the planning, approval and implementation of budgets.

Special issues, such as “public accountability’” obligations, the desirability of retaining
budgetary flexibility and the requirement of integrating the budgetary and accounting
systems are examined individually. It is issues of this kind which have not been
addressed properly by budgetary strategies currently in vogue.

Applying relevant conclusions reached by some notable organizational theorists, and
drawing on the experiences of other organizations (both in Australia and overseas) it
proved possible to isolate those special needs which warrant incorporation in a
budgetary strategy better suited to large and complex research and development
organizations. The new budgetary strategy developed in this dissertation has been
accorded the acronym CRA (Core + Research Activity). Although a ‘hybrid’, the CRA
budgetary strategy is designed to isolate the ‘core’ function, which represents the
service and support facilities that under-pin research activities being pursued, from
each research activity supported by the organization.

Apart from the ‘core’ function each research activity becomes the basic unit for
measuring budgetary and accounting performance. In selecting such a unit of measure-
ment the main advantages are: each activity is readily identified permitting more
effective control; unused resources can be isolated and redistributed to areas in need
thereby optimising the practice of flexibility; and, lastly, it facilitates the integration
of the budgetary and accounting systems.

The need to supplement the CRA budgetary strategy with the processes of Resource
Management and Strategic Planning is also argued, Although the CRA budgetary
strategy was designed initially for large and complex research and development organiz-
ations (i.e., Australian universities and public research and development organizations),
one of the conclusions reached is that it is also capable of being applied in any organiz-
ation where, apart from the ‘core’ element, the operations can be separated into
identifiable units. ’
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CHAPTER 1
"INTRODUCTION

Australia's post-war economic expansion period began to lose momentum
by the mid-1960s. This slowing down process proved a temporary setback,
although the economic activity which followed adopted a more cautionary

approach.

The latter half of the 1970s, however, heralded the arrival of a period
of contraction for Australia's economy. External influences, in particular
the substantial increase in the price per barrel of crude oil charged by
the Organization of Petroleum Exporting Countries (0.P.E.C.), contributed to
this contraction. These changing financial circumstances have forced

Australian organizations to re-examine and make changes to their budgetary

strategles or techniques.

Organizations engaged in research and development work such as
Australian universities and public and private research and development
organizations represent one group where the changihg financial circumstances
‘have "introduced special prcoblems.  As a consequence these organizations have
been forced to adjust their budgetary strategies and planning processes in

order that they could cope with these changed circumstances.

The purpose of this dlssertatlon, therefore, 1s to examine the effect
of changed circumstances in the context of budgetary strategles and the
planning processes which are used in Australian universities and publ;c‘and“
private research and development organizations. Special attention will be
1given to the problems these organizations have experienced in attempting td
superimpose on their organizational structures budgetary strategies which

have achieved a degree of popularity elsewhere.

In recognition of the problems a research and development organization
can experience in adopting budgetary strategies designed with other purposes
in mind, a "hybrid" budgetary strategy described as CRA (Core + Research
" Activity) will be introduced. It will be argued that the CRA budgetary:
strategy is better suited to and caters for the special needs of research

and development organizations.

The task set by the writer has developed from direct involvement in the

(2)



' préparation of budgets ‘at the Institute of ‘Advariced Studies (I.A:S.) of-

the Australian National University, Canberra, over the past 20 years. The
origin of the CRA budgetary strategy concept draws on the writer's
experience of budgeting within the framework of the I.A.S. and having to
-apply different budgetary applications over a wide spectrum of financial
circumstances. This direct involvement in the budgeting processes of a
large and complex research and development institution has been complemented
by extensive reading on the topic, visits to universities in Great Britain,
Europe, Canada, the United State of America, the Pacific and Southeast Asia
and an appreciation of budgetary strategies or techniques used in Australian

tertiary educational institutioms.

THE PROBLEM

Until recently little research has been undertaken by Australian

universities about themselves. A number of journals are now providing the
outlet for this deficiency to be overcome.  One of the first authoritative
journals to appear was The Australian University in July, 1963. Although
~ this Journal ceased publication some years ago the articles published -
during its lifetime contain valuable historical source material. The
Journal of Educational Administration and the more recent Journal of
.Tertiary Educational Administration include articles which assist the

educational planner.. Another journal of interest is Vestes. Unfortunately,
“as somé‘df-the articleé published in this journal represent a particular.
viewpoint or present-day values are relied on when past events are
interpreted, caution needs to be exercised in accepting their scholarly
merit. What is noticeable is that the occasional article which appears in
_these jburnals.and concerns the allocation of resources within Australian
tertiary educational institutions tends to treat budgeting in a superficial

manner.

The lack of adequate published material on administrative and financial
érféngeménfs.épplYing ét.AuétféliéniuhiVéréifieé &dring the poét;Wofld War
II phase is a handicap for a researcher. This period is probably the most
dynamic so far experienced throughout the Australian university sector
because of the extracrdinary changes the university system had to
accommodate. It has been a period of rapid university growth, with the

federal government increasing substantially its financial assistance. This




period can be regarded as being instrumental in laying the foumndations .for.
the processes of funding the operations of Australian universities that

were to follow.

With the end of World War II the Commonwealth Government began
providing additional funds to Australian universities under such initiatives
as the Commonwealth Reconstruction and Training Scheme. As the federal
government's involvement in the funding of Australian universities increased
it was inevitable that some form of control would need to be introduced if
for no other reason than to satisfy "public accountability". One of the
outcomes of the Murray Report of 1957 was for the Commonwealth Government
to establish the Australian Universities Commission (A.U.C.) two years
later, with this organization being replaced subsequently in 1977 by the

Tertiary Education Commission (T.E.C.).

Both the A.U.C. and the T.E.C. incorpofated into their roles the task
of preventing unnecessary duplication amongst the progfammés presented to
them by Australian universities. The recommendations the A.U.C. and T.E.C.
in turn presented to the federal go&efnmenf fér épproval étfeséed.theineed
for-balanced growth and development to be achieved. .One significant
feature adopted by the A.U.C. and continued by the T.E.C. has been to
introduce a formula approach as the basic yardstick for calculating the
division of resources amongst Australian universities. The formula
introduced adopts the student as the common denominator permitting the
allocating of resources to be geared to the "weighted student unit'" (WSU)
or the "eQuivalent full-time student" (EFTS). It would seem that by
- adopting a formula approach this practice has tended to play down the
'importancé of deQeloping a budgetary stratégy which embodies the distinctive
character noticeable in the operations of an Australian university. This
may also be one of the reasons why there is a sparsity of published

material on the budgetary practices applying at Australian universities.

The lack of published material on budgetary practices is not confined
‘to Australian universities. When a review of the literature is made on
this aspect for public research and development organizations established
by the Commonwealth Government a similar deficiency is noticeable. It is
possible that as these types of organizations are required to observe
Treasury and financial guidelines determined by the Commonwealth Government

a need did not exist for separate documented evaluations to be produced.




The Commonweéalth Scierntific and Industrial Research Ovganization (C.S.I.R.0:.)

and the Australian Atomic Energy Commission (A.A.E.C.) are two public
research and development organizations which have been established by the
federal government. These Organizations rely on their published annual
reports which each is obliged to place before the Commonwealth Parliament
to make public their financial statements. Occasionally these annual
reports are supplemented by brochures. However, these brochures usually
deal with aspects of current research and are not designed for the purpose

of providing financial or budgetary information.

Research and development work undertaken by a private research and
development organization is designed ultimatelj to assist in maximising
profits. It is this underlying factor which discourages the private
organization to reveal details of research work-in—progress as this could
prove of benefit to the organization's competitors. The annual reports
distributed to shareholders couch research and development work in general
terms. In some instances the point is made that the cost of research and
development work undertaken is written-off against profits in the year in

which it is incurred. .

Having regard to the lack of published material on budgetary strategies
applying at large and complex research and development organizations,
augmented by the special needs and problems these kind of organization
experience in their operations, has encouraged the research embraced in
‘this dissertation.

This dissertation, therefore, will consider the present budgetary

strategies or technigques used in large and complex research and development

~organizations. . During the course of this review the advantages and dis-

advantages of existing systems will be scrutinised, with emphasis being
placed on rétaining those aspects considered to bevbeneficial. The
deficiencies apparent to the writer in contihuing the present budgetary
strategies or techniques will be outlined and the writer will deﬁelop and

present an alternative budgetary strategy. or model..

- It will be argued that the alternative budgetary strategy or model,
described as CRA (Core + Research Activity), although representing a
"hybrid", is better suited to the special needs of research and development
organizations. Four main grounds will be presented to support this

conclusion. Firstly, the CRA approach establishes an identifiable unit




for ' measuring budgetary and accounting performance: - Secondly,  having such
a unit facilitates the integration of the budgetary and accounting systems.
Thirdly, CRA separates the service and support facilities from research and
development activity. Finally, the adoption of a budgetary and accounting
unit which is readily. identifiable aids resource management and long-

term planning strategies. In proffering the CRA budgetary strategy the
benefits which flow from this strategy will be tested against the budgeting
experience of the Research Schools which comprise the Institute of Advanced

Studies of the Australian National University.

The central problem of this dissertation, the development of a
budgetary strategy better suited to the needs of a large and complex
research and development organization, will amount mainly to a theoretical
study and will rely heavily on a review of the literature, complemented by
the budgetary experiences of the I.A.S. throughout periods of changihg

financial circumstances.

EXAMINATION AND ANALYSIS

From the outset it is necessary to define what is meant by the term
"budget". Kohler has provided three definitions in his work, A Dictionary
for Accountants. He describes a "budget" as: "A financial plan serving
as a pattern for and a control over future operations”; "... any estimate
of future costs” or "... a sy?timatic plan for the utilization of man power,
ntl

‘material or other resources. In short, any statement of plans and
expectations involving future activities where income is compared against
revenue amounts to a "budget'". Bearing in mind that this dissertation
addresses itself to the budgeting and planning processes necessary for
large and complex research and development organizations, Kohler's
description of a "budget'" as "a finaneial plan serving as a pattern for and
a control over future operations" is better suited for focussing attention
on the budgetary aspects that will emerge from the arguments presented.
With this understanding of the term "budget" in mind, issues relating
to the development of a budgetary plan for large and complex research and
development organizations will be examined in Chapter 2. O0f direct
relevance will be the need to pay regard to the aims, objectives or goals
of the organization, for these have a bearing on establishing operational

priorities. However, it will become apparent that research and development




" orgahizations alsé have special characteristics which influence budgetary
planning. In order that these special characteristics are identified, the
university and both the public and private research and development
organizations will be examined separately. Chapter 2 is designed
specifically to identify the differences which exist between universities
and the public and private research and development organizations and how
the approach to budgetary planning is preconditioned by the aims,

objectives or goals each organization has determined.

The development of budgetary strategies or techniques as an aid to
management planning is examined in Chapter 3. Budgetary strategies that
have enjoyed a measure of popularity and success, such as Incremental
Budgeting, Formula Budgeting, Planning-prdgrémming Budgeting (PPB) and
Zero-base Budgeting (ZBB) will be highlighted. The manner in which
. budgetary means can be applied to control the operétidné of a univefsity'or
a public research and development organization willvthen be considered.

The purpose of this Chapter will be to demonstrate to the reader the extent
a budgetary strategy can influence management's long-term planning. Equally,
. @ budgetary strategy can be employed by management to inject confidence

into some sectors of the organization or dampen activity in other areas.

The difference between public and private research and development
organizations will be dealt with in Chapter 4. By far the most important
aspect which distinguishes the two organizations is the statutory
~ obligations of the public organization, as distinct from the profit
. incentive a private organization is required to pursue on behalf of its
shareholders. It will be argued that these two types of organizations have
separate and distinctive characteristics which influence the kind of

budgeféry strategies adopted by their respective managements.

Although Chapters 2 and 4 will be designed to highlight the
operational differences that exist when an Australian university, a public

research and development organization and its counterpart in the private

sector are compared, Chapter 5 will demonstrate that there are circumstances

which create a comparable approach to problem-soclving. A number of examples
‘will be cited to illustrate this point. One will be the effect external
decision-making can have on these types of organizations. Another will be
the comparison of affluent times which favour a growth situation, with
periods of financial stringency that can lead to the curtailment of

research activity. An argument will also be presented that when income is




© static or the annual ‘grants received are less in real money.terms,. the .
extent of budgetary activity increases in proportion. Furthermore, the
"static state" financial situation provides the impetus for the redirection
of resources even if it is at the expense of older but less productive
activities. Chapter 5 will also consider briefly the increasing interest
Australian governments now have in the financial operations of public
institutions and management's obligation to become more accountable to

the financing authority. This Chapter is'also designed to demonstrate
that the choice of research activities management can support is dependent

on the extent of income received by the organization.

In the light of the shortcomings highlighted in the earlier Chapters
the purpose of Chapter 6 will be to develop an alternative budgetary
strategy or model better sulted to the needs of large and complex research
and development organizations. As a first step the operatlonal nature and

the special requirements of a research organization will be outlined.

The budgeting‘experiences_of the_Research Schools of the I.A.S. at the
- A.N.U. will be reviewed in Chapter 6 and details providedlof innovafory

- schemes introduced -in an attempt- for these Research Schools. to enjoy .
maximum flexibility in the allocation of resources. The flexibility
stressed in this approach will emerge as an important aspect of long-term
planning. The CRA budgetary strategy will, therefore, be recognised as one
which emphasises the desirability of separating the core element from
research activities in the operational infrastructure of a research and
deVelopmént organization. Although designed initially for application in
research and development organizations it will become evident that a
further benefit the CRA budgetary strategy has to offer is its capacity to
apply the technique to any organization where the operations of budgetary

measurement can be grouped into activities or distinguishable segments.

Apart from reviewing published literature on budgetary strategies and
planning processesvin use at large and complex research and development
.organizations, assisted by the writer's direct 1nvolvement ln budgetlng 1t
was hoped from the outset that the methodology selected would be 1mproved
by approachlng each Australian university and seeking their co-operation
in the completion of a questionnaire. The nine questions posed to each

Australian university are detailed in Appendices "B" and "C".

The questionnaire was designed principally to elicit answers to three

main questions. Firstly, to ascertain the total value of income received




by Australian universities, as distinct from that received through grants
approved by the federal government on the recommendations of the T.E.C.

An examination of the T.E.C.'s Report for the 1982-84 Triennium reveals
that the extent of the 1982 grants, for example, places the Australian
university sector in the billion dollar bracket and is not an insignificant
amount when viewed in the context of Australia's overall economy. Secondly,
it was necessary to determine the variety of budgetary strategies practised
by Australian universities. The variety of budgetary strategies in use and
their degree of sophistication would permit an assessment to be made on the
final question, that being the progress Australian universities are making

to improve their budgetary strategies.

The questionnaire resulted with a response rate of 74%. Those

Australian universities which failed to respond can be placed within two

distinct groups. The first was a long established university (i.e., pre-

World War II) where a re-organization of the business and financial

administration is currently in progress as evidenced by the senior

. administrative post under advertisement and from the supporting information

supplied. The remaining four universities that did not respond were opened

after 1960 or a period which followed the immediate post-World War II

university expansion boom.

With less than a 100% response rate such a result has limited the extent

~ to which the information could be used in a meaningful way and support the

methodology selected for this dissertation. Nevertheless, where particular
issues are discussed the opinions of those Australian universities which
did reSpond to the questionnaire are included. The fact that less than a
100%‘fesponse rate resulted in itself suggests greater encouragement is
necessary for Australian universities to reveal and justify the budgetary

strategies each has adopted.

The importance of resource management and strategic planning as an

integral part of the budgetary and accounting process will be presented in

the first part of Chapter 7. Having established the importance and

relevance of resource management and strategic planning a review will then

be made of the theoretical analysis presented in this dissertation.

An evaluation of the budgetary model CRA will follow, with special
reference to its capacity of enabling new research and development

programmes to be introduced into the large and complex organization
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" irrespective of ‘the morey supply. 'With emphasis being placed on .the.
accountability of Australian universities and public research and develop-
ment organizations, the future of these organizations appears to lie with
management adopting more rigorous budgetary strategies in their overall
planning processes. Finally, Chapter 7 will suggest areas of budgetary
significance which lend themselves to further investigation and research.

It is also hoped that the views and arguments presented in this dissertation
will attract constructive criticism or stimulate interest from other budget
practitioners and lead to the continuation of research aimed at further
improvement and refinements to the budgetary strategies of large and

complex research and development organizations.



CHAPTER 1

(1) Xohler, E. L., A Dictionary for Accountants. Prentice-Hall Inc.,
Englewood Cliffs, New Jersey, 1956, p.67.
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CHAPTER 2
- LARGE SCALE RESEARCH. AND.DEVELOPMENT ORGANIZATIONS |

As a step towards considering budget strategies better suited for
large scale research and development organizations it is first necessary to
indicate what is meant by the term organization, and 1dent1fy some of its

prime characteristics.

A review of the literature illustrates that there are many and varied
definitions which have been developed by theorists to describe an
organization. Some of these definitions have emerged foilowing the
analysis by a theorist of the results of a study used to examine an
organization, or a number of organizafions, from a particular perspective.
By and large the definitions which have emerged from studies of this kind
enjoy an enriching quality, even thpugh they‘may tend to place emphasis on

certain organizational aspects.

At this point of time the relative newness of organizatiohal theory
~suffers from a major drawback. The terminology adopted to describe aspects
_of thls behav1oural sc1ence has not yet been codified suff1c1ently to
encourage unlformlty amongst wrlters of organlzatlonal theory. This lack
of uniform terminology is very apparent when the writings of theorists of
the United Kingdom are compafed with their counterparts of the United

States of America.

The purpose of this section is therefore twofold. A review will be
undertaken of a selection of definitions devised by some noted theorists
to describe organizations, or particular facets of organizational activity.
The aim of this review will be to place in the correct perspective those
definitions which have application in describing large scale research and
development organizations. The second purpose will be to indicate the
sense in which terminology, frequently appearing in the works of

organizational theorists, is to be used in this dissertation.

When the many and varied deflnltlons that have galned general
acceptance in describing an organization are compared what becomes
apparent is that size or purpose is not a factor which has to be
incorporated into the definition. However, organizational theorists do

tend to place emphasis on a particular aspect of organizational activity.

(12)
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'Théré éfe‘a/ﬁuﬁbéf_éfféxémbléé ﬁhiéhisﬁﬁpér{'thié'cénéiuéibﬁ.i Firth'
regards an organization . as implying "... a systematic ordering of positions
and duties which define a chain of cammand."(l), In this definition the
emphasis is being placed on having a hierarchical structure within the
organization where positions are ranked according to their degree of

importance.

The inference which can be drawn from this definition is that the
operational infrastructure of an organization is more complex as the
organization becomes larger. - The reason for this is that more positions
in the organizational hierarchy will be necessary to ensure management
decision-making is implemented in a smooth and orderly manner. The
definition Firth has proposed would, therefore,'prOQe suitable for

describing a large scale research and development organization.

_ A different emphasis is made by Litterer in his definition of an

organization. While recognising that "Organizations consist of individuals
‘and small groups, as well as an arrangement of these elements into larger

(2) ' '
n

collectivities, he regards "... an organizatibn +.. to be a soctal unit
within which people have achieved somewhat stable relations (not
necessarily face-to-face) among themselves in order to facilitate

obtaining a set of objectives or gans."(s)

In this definition the theorist. is placing greater importance on the
people who areipart of the organization.  Litterer acknowledges that the
"aCti§itieS‘performed’by individuals in an organizational setting will not-
always be harmonious, nor is it likely each will have the opportunity to
interact frequently and on a regular basis. Nevertheless, Litterer is of
~the opinion that by working together as a cohesive social unit this will
allow the objectives or the goals of the organization to be achie?ed.
Implicit in his definition is a recognition that the larger the
~organization the more people are involved. Where units of a large
organization are located at different work sites there is every likelihood
the oppoftUnity,for occasional face-to-face contact will be minimised-e§en-

further.

From Litterer's definition it is possible to conclude that friction
amongst individuals will also dincrease in proportion to the number of
people circumscribed by the organization. Only by working towards

achieving set goals is it possible for individual relationships to be
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stabilised in the organization. Litterér's definition would &lso prove’
acceptable for describing a large scale research and development

organization.

Elements of the .definitions advanced by Firth and Litterer are brought
together by Blau and Scott. In the opihion of,Blau and Scott formal
organizations are ... established for the explicit purpose of achieving

n(t)

certain goals. To achieve this purpose the organization is required

n

to have "... a formal status structure with clearly marked lines of

communtceation and authority. (5)

For the reasons presented earlier in this,Chaptervthe definition
proposed by Blau and Scott appears better suited to describing a large
scale research and development organization. The need to define the chain
of command advocated by Firth hastbeentwidened by Blau and Scott to
emphasise three key elements. - structure, communication and authority.
These three elements are an essential part of an organization, but moreso

for a large organization.

organizational theorlsts. In con81der1ng the 1mpact on 3001ety of

organizational activity Etzioni was prompted to conc¢lude:

"We are born in organizations, educated by organizdtions,
and most of us spend much of our lives working for
organizations. = We spend much of our leisure time paying,
playing and praying in organizations. Most of us will

die in an organization,. and when the time comes for burial,
the largest organizat%g? of all - the state - must grant

official pefmission."

The main point which can be drawn from this observation is the
differing goals and objectives Etzioni highlighted for each of the
organizations hé was referring to. The emphasis Blau and Scott place on
an organization having to accomplish the goals determined by management,
is also shared by Etzioni. In. his general definition of organizatiohs‘.
ﬁhere, heradmits, he has been influenced by Talcott Parson's earlier

(7)

work, Etzioni regards organizations as being "... social units (or

human groupings) deliberately constructed and reconstructed to seek

n(8)

Elaborating on the term "goal" Etzioni regards this

(9)

specific goals.

as the desired state of affairs an organization wishes to realise.
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' The héea/férlahlofgéﬁiéa{ioﬁ to be able to achieve certain goals is
the one factor which features in each of the definitions developed by
Litterer, Etzioni and Blau and Scott. To some extent the fact that this
dissertation concentrates on large scale research and development
organizations suggests that the main goals - "research" and "develop-
ment" - have already been identified. However, these main goals are too
broad to convey a worthwhile understanding of the particular goals a
research and development organization would ﬁeed to determine to fulfil

its purpose.

The essentia; task of an organization's management is to tease out
particular goals and, where necessary, refine earlier set goals, or
establish new goals better suited to changed circumstances, whether these
are the result of internal or external pressures. If management ié able
to perceive the organization's goals clearly, adjﬁstmenté to cope with
changed circumstances can be introduced moré'speedily; 'The awareness
needed of management to the organization's goals is perhaps best

illustrated when it comes to the selection of those choices which are

- competing for access teo limited resources. - - - - - L . . .o Ll DL L

THE IMPORTANCE:‘OF ISOLATING GOALS AND OBJECTIVES

“Although general agreement appearsvto have been reached amongst
organizational theorists on the importance of isolating an organization's

goals and objectives, a divergence of opinion is noticeable when it comes

'~ Adopting a positive approach Etzioni is untroubled by what he
distinguishes as an organization's goals. Apart from constituting the
legitimacy of the enterprise Etzioni argues that goals justify the
existence and activities the organization pursues. Furthermore, ...
goals serve as standards by which members of an organization and
outsiders can assess the success of the organization - i.e., its

effectiveness and ef}iciency;"(lo)

Despite this positive approach ‘
Etzioni recognises that in some cases a goal established initially by an
organization will be realised subsequently. When this situation occurs
new goals will need to be introduced. Often the creation of new goals

may prove better suited to the needs of the organization. It is these
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new or introduced goals Etzioni regards as real'géajé,laéldisfinétlfrém’
the stated goals of the organization. What separates the two in the
operational sense is that real goals generally attract resource support

ahead of the requirements of stated goals.

While Etzioni recognised there was a neéd fbr an orgaﬁizatioh té be
able to introduce new goals as circumstances warranted, the approach taken
by Thompson and McEwen concentrates on the impact environmental change has
on goal redefinition. Using the term "environment" in the widest sense
Thompson and McEwen suggest that an organization's goalsvdo change where
"4 continuing situation of necessary interaction between an organization

and its emvironment introduces an element of environmental conmtrol ..."(11)

The releyance of a change in the texture of the environment was also
noticed by Emery and Trist following their study of a United Kingdom food-

canning company in the early 1960s. - The conclusion they reached was that:

"The changed texture of the environment was not recognized
by an able but traditional management wntil it was too
late. They failed entirely to"appreciqte.thdt a number of
outside events were becoming connected with each other in
a way that was Zead%ng up to irreversible general

change."(lz)

' The separation of an organization's functions from its goals seems to
- rely mainly on how the organization is being viewed. Within the
organization goais‘afé regarded as those aims which have to be achieved at:
some subsequent stage. Nevertheless, an organization is able to exercise
control over its own destiny. It can select and change goals as
circumstances dictate, but the selection and change process may be
influenced by factors which lie beyond the immediate control of the

organization.

Outside factors which could affect the goals determined by an
organization are:  environmental change; unavailability of raw materials;
a fall in the labour supply, or a drop in demand for the goods or services
being offered When an. organization is being viewed as an integral part
of a society or community its specific goals are of secondary importance
to the function the organization serves in the community or society
context. This was the conclusion that Weissenberg reached. He observed

that:
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. "... all organizations have functions to perform. 'The function’
which the organization performs is the contribution it makes

to the larger social system of which it is a part."(ls)

What Weissenberg had in mind was the need to separate clearly the goals
the organization had set from the function an organization performed when
viewed on a wider scale - the community or society view. The distinction
is easier to understand if the two are considered in the light of their
areas of influence. At the community level an organization provides
employment, supports local enterprise and generates resource distribution.
When considered at the national level an organization can be placed within
the economy of a social system, or used as a measurement for maintaining

the norms and values held by society.

The large scale research and development organization can readily be
perceived within a functional framework of this kind. The location of the

organization allows it to contribute and participate in activity at the

e

-community. level; while the.organizatién's.contribution_at the national
level may be considerable. The organiéation may aléo influence research

. and devélépment of global significance. |
While Weissenberglbelieved'it was important to separate the functions
? : of an organization from its'goalsbthe need for such a clear distinction is
f not shared by Perrow. Adopting the premise that "Organizations’are

| : established to do something; they perform work directed toward some
end,"(iu) Perrow is disinclined to make a distinction between "goals' and
"functions". The approach Perrow adopts is to divide an brganization into
‘five'"goai" categories. The goal descriptors he has chosen are: societal

' o 5
goals; output goals; system goals; product goals, and derived goa\ls:.(1 )

These goal descriptors can be defined in simple terms as follows:

societal goals: the contribution the organization makes to

society in general,

output goals: the variety of benefits individuals in
society derive from contact, whether
direct or indirect, with the

organization,

system goals: +the manner in which the organization

operates in the performance of its chosen
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role,
product goals: the peculiar characteristics of the goods

or services produced or offered by the

organization,

derived goals: the ability of the organization to adjust
“ to and influence change by redeflnlng its

system or product goals.

Perrow's approach does overcome many of the difficulties‘Silverman
noted other organizational theorists had experienced in defining an
organization's goals. Silvérman acknowledges that the approach taken to
goal definition depends on the research iﬁterests of each theorist. This
is best illustrated by the exahple Silverman quotes of the sociological
analysis approach used by Udy. A formal organization is described by Udy
as having'”... objectives which are explicit, limited and announced."(is)
From this Silverman concluded: "The advantage of considering
organisations in this manner lies not so much in its appeal to common-
-gense (indeed the commonsense view of the nature of the goal of a
particular organisation is often rejected by such writers) but in the way
in which zt provides a referent by which to judge the 'health' of the

system in comparison to others."(17)

Until.agreement is reached‘amongst organizational theorists whereby
,prganiZational actiﬁity can be described in standardised terminology it
will ﬁrove hecesséry for each writer to indicate in what context terms,
| such és ﬁgoals" or "functions", are being used. As this dissertation
addresses_itself to resource allocation in large scale research and
development organizations the goals to be considered are primarily those
determinéd by the organization. For this reason the term "goals" will
refer to thisvaspect of an organization's operations. Where large scale
research and development organizétions are being considered as a
collective group and within a national context the term "function" will
be used. ' o o D
The organizational structure of a large scale research and develop-
ment orgaﬁization is readily identified with the formal organization Udy

was considering in his sociological analysis. The extent of this formal

organizational structure is very apparent when the large scale research
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and development organizations of Australia are examined. Apéft'ffdm'

research and development activities being pursued at Australian
universities, most Australian large scale research and development
organizations have been created by government and their corporate powers
flow from an Act or Statute. Two such organizations which fit this
description are: the Australian Atomic Energy Commission, and the

Commonwealth Scientific and Industrial Research Organization.

The organizational characteristics of these two organizatioms,

together with those of universities and private research and development

organizations, will now be considered, paying partiéular regard to the

three key elements Blau and Scott isolated, i.e., structure, communication
and authority. The goals specified for these organizations will be
appraised and an assessment made of the budgetary consequences in

achieving their fulfillment.

'ORGANIZATIONAL CHARACTERISTICS.AND BUDGETARY IMPLICATIONS

UNIVERSITIES
The earlier sections of this Chapter have accomplished two main
purposes. Firstly, a comparison proved possible of the different
definitions theorists had developed to describe an organization. Secondly,

in analysing these definitions the majority of theorists stressed the

- importance for an organization to achieve certain goals. It also became .

evident that goal achievement could be affected by external influences

where the'environmeht, or new political decisions, brought about change.

The organizations being considered by these theorists were Weber's

ideal type; being bureaucratic in structure and supported by a

“hierarchical authOrity system. However, any institution which is

organized along collegial lines does not fit this mould. Organizations

operatlng along colleglal llnes generally experlence problems in deflnlng

their goals.(is)

A university is an organization which incorporates special features.

(19)

McCaig regards today's universities as complex organizations. Based
on their studies, the complexities and special features attaching to

universities prompted Cohen and March to conclude that:
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- "The American collége or university is a prototype organized =+ + - -+ « + -
anarchy. It does not know what it is doing. Its goals are
either vague or in dispute. Its technology is familiar but
not understood. Its major participants wander in and out

of the organization. n(20)

A more cynical interpretation had been developed a few years earlier by
Perrow. Having regard to their traditional place in society and the

goals they espoused Perrow described universities as:

n

... those two-headed relics of a Pleistocene age ...
committed to the preservation of kno&?le_dge and values
on the one hand and to the ’'frontier’ of‘ knowledge and
'dynamic weZZspr?ing of change' on the other, offer new
courses and programs which appear to differ little
Sfrom the abandoned ones. n(21)

The world-wide universality of the university system seems to suggest
these problems apply equally elsewhere rather than be confined- to the
' Unlted States of Amerlca When writing on the Australian situation Dufty

is more 01rcumspect than Cohen, March and Perrow. He péiﬁtsdoﬁt"fhétﬁ

"The university is a pluralistic system, often fractured
by conflict aZOng»Zineé of disciplines, groups of
academic staff and administrators and rifts between
professional Schools ... Because the social structure

' is loose, ambiguous, shifting and poorly defined the
power structure has similar characteristics. A clearly
laid dowm power hierarchy would conflict both with

reality and with prevailing social norms. n(22)

Quite independent of the pluralistic system noticeable in the
operations of Australian universities the Commonwealth Government's
Commonwealth Education Act, 1945, envisaged greater participation by the
Commonwealth in the field of educatlon, apart from establlshlng the :

Commonwealth Office of Education. (23)

Towards the end of World War II, the CommonwealthAReéonstruétion
Training Scheme was introduced and this permitted ex-servicemen and women
to train at the tertiary level.(24) This was followed by the introduction

of the Commonwealth Scholarship Scheme to benefit young matriculants. The




Commonwealth Reconstruction Training ‘Scheme brought with it a rapid
expansion in university enrolments and, in turn, this exerted considerable
pressure on the available resources of Australian universities. So acute
was the problem that Professor R. C. Mills, then Director of the
Commonwealth Office of Education and Chairman of the Universities
Commission "... urged the govermment to investigate the whoZe'question

of the mutual responsibilities of government, community, and the

untversztzes.”(25)

The Murray Report of 1957 encouraged the Commonwealth Go&ernment to
announce its intention to make grants to the States for university
purposes and, two years later (in 1959) established the Australian
Universities Commission (A.U.C.) and its subsequent replacement by the

Tertiary Education Commission_(T.E.C.)_in 1977,(26)

The main role adopted by the A.U.C. and its successor has been to
analyse the needs nominated by Australian universities and later submit
recommendations to the Commonwealth-Government on the resource allocations
proposed for each Australian university. The co-ordination and control
' aspects of the A.U.C. end'T;B.C."have'been‘aimed~at avoiding -duplication-
of -academic endeavour and achieving a more even spread of resources. To
this end a number of formuiae has been used. For example, the Fifth
Report (May, 1972) of the A.U.C. saw the introduction .of EFTS (equiralent
full-time students) as the basis for measuring the student load of

_faculties and departments.(27)

While, in the Universities Commission
~ Report for the 1977-79 Triennium, the effect the reduction proposed in
~ the allocation of general recurrent grants, was seen as "... a reduction

in real vesources per student."(zs) What becomes apparent is that in both
cases the student is the basis of measurement and resource allocation for

a faculty or department is geared to student numbers.

The complexity and special features of Australian universities and
their pluralistic system operational mode has, to a large extent, been
-nullified by the independent scrutiny of the A.U.C. and its successor
the T.E.C. Furthermore, scrutiny of this kind has proved more palatable
at a tlme when "publlc accountablllty" of taxpayers' money is encouraged
at federal government level. This approach has also been responsible for
imposing on Australian universities budgetary parameters. While

Australian universities still enjoy a measure of flexibility in the
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 Divisions and_five Units were housed in these five Institutes.

eventual allocation of their annual recurrent grants they are obliged to
take heed of the Tertiary Education Commission's reaction if any move away

from approved programmes was contemplated.

PUBLIC RESEARCH AND DEVELOPMENT ORGANIZATIONS

Unlike a university a public research and development organization is
established by government to meet a particular need. There are several
such organizations which fall within this rubric. The first of these
organizations selected for the purpose of this examination will be the

Commonwealth Scientific and Industrial Research Organization (C.S.I.R.0.).
(29)

Established by an Act of the Commonwealth Parliament in 1949 Section 9
regulates the powers and functions of the Organization. Primarily the
Organization is expected to initiate and carry outlscientific research and
investigations in the area of primary and secondary industries. In
pursuing this primary aim the Organization trains research workers, awards
scholarships and fellowships, awards grants for scientific research,

collaborates with other organizations engaged on similar research and

- publishes the results of the researchwundertaken.~-A-secondary«tasknis Lo

responsibility for testing and determining standards for scientific

apparatus and instruments used in industry.

The ambivalent nature of the aims specified in the Act permits the

Organization to enjoy a high degree of flexibility in its operations. The

- research work of the C.S.I.R.0. is carried th in five Institutes. Each.

Institute is made up of Divisions and Units having related research

interests. The Organization's 1980/81 ‘Annual Report reveals that 41

(30) An

organization chart of the C.S.I.R.0., based on the 1980/81 position, is

detailed in Figure 1.

Under Section 25 of the Organization's Act an annual appropriation is

approved by Parliament during the Budget Session. The leadup to Parliament

22

approving an appropriation involves each Division in an Institute preparing-

a proposed annual estimate of expenditure. After consolidation into an
Institute's overall proposal the estimates are examined by the management
before referral to the Executive. Once the support of the Executive has
been obtained the Organization's bﬁdget is referred to the responsible

Minister for presentation to Parliament. The cycle of events associated



| EXECUTIVE I

Chief Executive

'

ORGANIZATION STRUCTURE OF C.S.1.R.O.
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i
IFull-time
Executive
Member

INSTITUTE OF
ANIMAL AND FOOD
SCIENCES

Director

Animal Health

Animal Production -

Fisheries

Food Research

Human Nutrition

Project for Animal
Research and

OFT'ICE OF THE
EXECUTIVE
Executive Secretary

FINANCE AND
ADMINISTRATION

Secretary

PERSONNEL
SECRETARY

Development Unit
Motlecular and Cellular
Biology Unit
Wheat Research
Unit

INSTITUTE OF
'BIOLOGICAL RESOURCES

" Director

Entomology

Forest Research
Horticultural Research
Irrigation Research

PLANNING AND EVALUATION
ADVISORY UNIT

Director’

BUREAU OF SCIENTIIIC .
SERVICES

Director

)
Full-time
Executive
Member

INSTITUTE OF
INDUSTRIAL
TECHNOLOGY

Director

Applied Organic
Chemistry
Building Research
Chemical Technology
Manufacturing
Technology
Mechanical
Engineering
- Protein Chemistry
Textile Industry
Textile Physics

INSTITUTE OF
PHYSICAL SCIENCES

Director

Applied Physics
Atmospheric Physics
Chemical Physics

_ Cloud Physics

Land Resources
Management
- Land Use Research
Plant Industry
Soils
Tropical Crops.and
Pastures
‘Wildlife Research

INSTITUTE OF ENERGY
AND EARTH RESOURCES

Directbr

Applied Geomechanics
Energy Chemistry
Encrgy Technology
IFossil Fuels

Computing Research
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Statistics
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Australian Numerical
Meteorology Research
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at | September 1981

Figure 1 - Organization chart of C.S..LR.O.
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/withlthelﬁrepéfafieﬂ of the Orgénizefienwé budget is ﬁreseﬁtedlin'
diagrammatic form in Figure 2.

Although the Commonwealth Department of Finance has the opportunity to
examine the annual estimates of the C.S.I.R.0. and furnish comments, the
Organizétion has more direct input into its ahnﬁal.bﬁdgét preparétien than
an Australian university. The annual report the Organization is required
to place before the responsible Minister under Section 30 of its Act is
accompanied by financial statements audited by the Commonwealth Auditor-
General. This provides the extent of "public accountability" imposed by
the Commonwealth Government on the C.S.I.R.0. Other public research and

development organizations have a similar obligation included in their
Acts.

Similar to the C.S.I.R.O., the Australian Atomic Energy Commission
(A.A.E.C.) was also established by an Act of the Commonwealth Parliament in
1946.(31) The functions of the Commission can be divided into four areas,
three of which have national strateglo 81gn1f1cance..vThe first area permits
the Commission to undertake, arrange or encourage the States of the Common-
 wealth, other organizations or individuals to “explore fOP; mine and treat
uranium and allied minerals. The second area of interest is to purchase or
sell, on behalf of the Commonwealth, uranium and allied minerals. The

third functional activity is to construct atomic energy plants both for

defence and peacefﬁlbpurposes. Finally, and similar to the C.S.I.R.0., the

' awardlng scholarshlps and fellowships, awardlng grants for research into

uranium or atomic energy, collaborating with other organizations engaged in

‘Slmllar research the collection and dlstrlbutlon of information related to

uranlum or atomic energy and the publication of research results.

The research wbrk of the A.A.E.C. is undertaken by nine Divisions

(32) An

orgahization chart of the A.A.E.C., also based on the 1980/81 position but

which are part of what is described as the Research'Bstablishment.

‘upgraded to reflect changes introduced in 1981/82, is detailed in Figure 3.

Section 9 of the Commission's Act provides for an executi&e,comprising ,
a Chairman, a Deputy Chairman and three other members. The preparation of
the Commission's annual estimates and subsequent approval of an
appropriation by Parliament during the Budget Sessipn, follows the same

procedural steps taken by the C.S.I.R.0. "Public accountability" is also
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similar to that of thé C.S.I.R.0. Section 31 of the Commission's’ Act
requires the Commission to present to the responsible Minister an annual
report of its operations, accompanied by financial statements duly audited

by the Commonwealth Auditor-General.

In examining the functions expectéd of the C.S.I.R.0. and the A.A.E.C.
each is given responsibility for research and devélopment spanning broad
fields of national interest. It is the organization which eventually
determines the area of research interest to be pursued and this, in turn,
influences the compilation of the Organization's budgetary estimates.
Unlike an Australian university these organizationé are not subject to a
constraining influence imposed on them by a peer assessment group, such as
the T.E.C.

PRIVATE RESEARCH AND DEVELOPMENT ORGANIZATLONS

The method of attracting finance to establish a private organization
would encounter little 1nterest from the investing publlc if the sole
purpose of the organlzatlon was to conduct research and development. A
statement of this kind requires further explanation. 'To attract capltai
the initiators of a‘proposed‘compaﬁy issue a prospectus inviting the public
to subscribe to the share capital being offered. The public has to be
assured that the aims of the proposed company justify financial support
and that a reasonable retufn; in the form of regular annual dividends,
_w111 be forthcomlng on the investment made. Few members of the investing
.publlc would be prepared to wait for the outcome of a research activity
‘whlch could take a number of years to develop as a marketable product

before earning'a.profit.

It is for this reason that a private organization's first priority is
to become a viable énterprise and fulfil its prime goal. However, in‘an
attempt té remain competitive most large scale private organizations set
aside resources for research and development.

Large Australian organizations, such as General Motors-Holden, the
Broken Hill Pty Co Ltd, Colonial Sugar Refining Co Ltd (now simply known
as CSR) and Comalco have introduced planning, research or development

(33) These divisions are

divisions within their organizational structure.
funded in the same manner as the production divisions, usually on an

annual basis. Nevertheless, because research and development is a long-
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fefﬁ ﬁrbéeés’fhé ﬁéuéllﬁrécficé éf ﬁri?afe'ofgaﬁiéétiohé is/fo'obséfvé a
programme which covers several years. A prégramme spanning a number of
years permits the monitoring of costs over a more reasonable time scale.
A good example is the approach taken by General Motors-Holden when they
(34) Until'the early 1960s a

period of four years applied between the introduction of new models.

introduced the Holden motor car in 1948,

During these four yearly cycles some cosmetic changes were incorporated
but, basically, the main body design remained unchanged. The early 1960s
caused General Motors-Holden to move away from a four year change cycle
when unpbpular models introduced onto the market created a down-turn in
sales. The present drop in the demand for new motor cars may force
General Motors-Holden to reconsider its future policy for introducing new
models;_:The present economic slump could have the effecf of extending the
peridd between new models appearing on'the'éhowroom floors. 1In thié event
such a development would suggeét a contraction in the planning workforce
of the organization is likely.

BHP,(BS) CSR,(ss) and Comalco(37) are large scale private

- organizations that maintain-some-form-of planning, research.or development :

divisions. The main tésk of these divisions is to explore alternate uses
of their existing products,'devise new marketable products, or propose
innovatory schemes likely to enhance the organization's earning potential.
Speaking 'in Melbourne on 23 November 1976 Sir Ian McLennan, when reviewing
innovations that had taken place in Australian technology for the years
1970-75, indicated that "... the preponderance of innovations lie in the

n(38)

manufacturing sector ... Of the 66 innovations, which could be

isolated for the 1970-75 period, the distribution amongst sectors of

. industry was:

Services 10% (7)
Mining 5% (3)
Primary 14%  (9)
Manufacturing = 71% (47)

The bias favouring the manufacturing sectob suggests the incentive for
introducing new innovations in this area is the strongest. What is also
noticeable is that private organizations are reluctant to make public
details of their planning, research or development achievements until the

product or process has been patented.
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' The fickle nature of shareholdérs presents’ theé biggest threat to the
future financing of a private organization's research and development
division. Unless shareholders are kept informed regularly by management
of the contribution being made to the organiéation's overall well-being by
the researéh and development division, this area of the organization's

activity can be stifled for funds in times of economic contraction.

The financial management of a large scale private research and
development organization contrasts sharply to its counterpart in the
public sector. Each division prepares an estimate of operating costs for
the forthcoming financial year and draws attention to items of a capital
nature which may be due for replacement. These estimates are then
scrutinised by the organization's finance or accountihg section and a
budget is prepared for presentation to management. The responsibility for
approving the organization’s budget rests with management; although
‘management needs to be in a position'to vindicate the budgét approved at
the annual meeting of shareholders. The procedural steps of a typical
large scale private organization in‘the preparation of itsvannuai estimates

- is detailed in Figure h4.

In Australia some private organizations have avoided establishing
research and development divisions. . The reason for this is that public
organizations, such as the C.S.I.R.0., came into being because the govern-
ment of the déy was pebsuaded that an organization of the C.S.I.R.O. ‘
pattern could assist industry with research and development projects.‘ By
.adopfing fhis.épprbach the need for the private organizafion to undertake
its own research and development could be avoided, together with the
unnecessary duplication of effort. Where survival depends on an
6rganization's ébility to remain competitive it is naive to expect a large
organization to rely solely on external sources for research and develop-
meﬁt in?ut. The more likely arrangement is to establish a research and
development division within the organization which can liaise with outside

‘bodies as circumstances require.

SUMMARY

The intention of this Chapter has been threefold. As a first step,

an examination was made of the various descriptions some notable theorists
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. for these type of organizations it must be capable of being understood
readily and be able to satisfy penetrating public scrutiny. Although the

accountability aspect of the private research and development organization

31

have developed to define an organization. One of the important points
which emerged from these definitions was the need to pinpoint goals. How-
ever, it became apparent that goals tend to be broad in scope and that to
accommodate changing circumstances it is necessary for organizations to

redefine earlier set goals or establish new goals.

The next step was to codify the terminology used in this dissertation.
In this respect the term "goal" is to be used in connection with the
research and development tasks being pursued by an organization. Only when
large scale research and development organizations are being considered as
a collective group, and in a national context, will the term "function"

have relevance.

Finally, the organizational characteristics of an Australian
university, a public research and developﬁent organizatidn”and its privaté
organization counterpart were examined. The individual characteristics of
each type of organization highlighted separate and distinct budgetary

implications.

- When considered in the Australian context the "public accountability"
aspect is of direct relevance to the financing of research and development
undertaken at universities and such public organizations as the C.S.I.R.O.

and the A.A.E.C. This suggests that whatever budget strategy is developed !

is confined to sharehcolders a similar approach would assist its management.

Whichever large scale research and development organization is being

considered the need for systematic funding assumes an important part of its
operations. This need suggests that the management of an organization

réquires'avbudgetary strategy capable of adjusting readily to shifts in

research and development programmes. Budgeting as a management strategy

will be considered iﬁvthe next Chapter.
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CHAPTER 3
BUDGETING AS -A MANAGEMENT- STRATEGY OR TECHNIQUE -

The study of organizations has increased significantly since the end
of World War II. One area of organizational act1v1ty Wthh has attracted
attention has been the structure of organlzatlons and in partlcular the

decision-making process.

The study of organizational structures had been encouraged by the

earlier work of Max Weber. In developing lis bureaucratic model, Weber

argued that the ideal type of complex organization was hierarchical in

(1)

structure, relying on rational legal authority. The following
characteristics have been extracted and are de31gned to summarise the

essential features of Weber's bureaucratic model:

(1) an on-going organization,bhaving defined goéls and

governed rules,

(2) the appllcatlon of the division of labour within the
organization accordlng to competence and the capa01ty

. for authority to be exercised and enforced,

(3) the organization to be structured on hierarchical lines

which are well defined,

(4) the prescriptioh of the conduct of the organization's
~employees by imposing rules and sanctions,
'1(5)' divorcing thé opefational side of the enterprise from
its ownership,

(6) appointments to positions in the hierarchy to be made

on competence and merit,

(7) the activities of the organization to be properly

documented.

The stress Weber placed on rational legal authority operating within
a bureaucraCy'attractéd'a:numbér of subsequent organizational theorists to
concentrate their attention on the decision-making processes which
occurred in organizations. The hierarchical structure of an organization

provides the capability for effective decision~making provided, of course,

(35)
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' the organization has competent leaders.

In Chapter 2 it was noted that the budget proposals adopted eventually
by both public and private research and development organizations were
those which had received the approval of management or the leaders of
these type of organlzatlons. Decision- maklng, therefore, is a reflectlon
on the organization's leadership. In his researches into leadership Perrow
has made the point that "... leadership is specific to the circumstances
and the tasks demanded of the leader ...", and then proceeds to remind his
readers that "... the formal organization is a highly relative process,
with different combinations of supervisory-leadership skills and practices
being required at different levels of supervision in the same organization

and at different times in the life of an organization.”(z) The peculiar

situation associated with leadership and decision-making applying in a

collegial-type organization - a university - will be considered in more

detail later in this Chapter.

The decision-making process .of organizations was an aspect Litchfield

researched. He reached the conclusion that five act1v1t1es can be isolated

"which affect the"deéiéion—meking‘pfOCeSS:"

"1. Recognizing an occasion for deciston, t.e. a need or an

opportunity.
2.  Analysis of the existing situation.
3. Idéntifiaation of aZternative courses of'action.
4. Assessment of the probable consequences of each

alternative.

n(3)

5. Choice from among altermatives.

‘When these five activities are placed within a budgetary framework
Smithieevsuggests that decision-making is a process which involves six

stages: the determination ofvpolicy objectives; planning; programming;

~budget formulation; budget (or programme) executlon, and budget (or‘

(4)

programme) review. The steps proposed in this budgetary framework can

- readily be applied to the budgetary decision-making necessary in an

Australian university or a public or private research and development
organization. The only differences which emerge from these three types of
organizations are the level at which approval can be given to implement

the proposed budgetary plan. As highlighted in Chapter 2 the approval of
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the’ proposed budgetary plan of an’Australian university or a public
research and development organization comes from outside the organization.
The need for an organization to pursue budget planning is consistent
with a number of the activities Litchfield had suggested were a necessary
part of the decision-making process. Budgeting does involve an examination
of the existing position. In considering a course of action there will be
alternatives that could prove equally beneficial. Where there are
alternatives it is necessary to explore the consequences of each.
Eventually, after assessing the pros and cons of each alternative course
of action, a choice will be made. Essentially a budget plan is the outcome
of choosing between competing choices. However, before proceeding further
to consider budgetary applications, it is first necessary to réview the

origin and development of budgeting.

ORIGIN. AND DEVELOPMENT OF BUDGETING
" The word "budgef" conjtreé ﬁp in the minds of mostvpeople'a variety of
 different meanings. ‘For some, it will relate to the financial planning a -
Federal or State government has decided on for the ensuing year, and can
imply increased taxes, either direct or indirect, for the individual wage-

earner. The Concise Oxford Dictionary, for example, associates the word

 "budget" with the annual estimate of revenue and expenditure of a country.

~ Common usage of the word "budget", encouraged by media advertising, will

'prompt others fo'aésociafe the word with the extent of pérsonal planning

nécessary when buying a home, financing the purchase of a new motor car,
‘.or simply-mahaging the family's weekly food bills. The need to "budget"
to‘acqomplish certain given ends attainable in the future is practised
more widely today, throughout all levels of society, than hitherto. Yet,
'how the term “budget" wasderived is probably least appreciated by those
who incdrporate budgeting in their planning approach.

The wordf"budget" is. derived from the old French word bougette, ‘.

) When the English Exchequer of the

meaning a small bag or pouch.
medieval Courtkuéed a smali ﬁhite leather‘pouch to éaffy his seai, it was
described as the Exchequer's bougette. With the passage .of time the
Chancellor of the Exchequer's proposals for financing government
expenditure became known as his "budget", and phrases, such as to "open

his budget", were used when he presented his proposals to Parliament.
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' Gradually fhelword'"budgef”'oame'fo'bé'aﬁpiied more to describe the’
Chancellor of the Exchequer's proposals and, today, any statement of plans
and expectations involving future activities, where income is compared

against revenue, is referred to simply as a "budget".

There are many and varied definitions'which have been developed to
describe a "budget". Perhaps the three which best describe the word
"budget” in the planning sense are those advanced by Kohler. He advocates
that the term "budget" implies: "4 financial plan serving as a pattern for
and a control over future operations”; "... any estimate of future costs”;
or "... a systematic plan for the utilization of man power, material or
other resources".(s) Implicit in these three definitions is the 7
multiplicity of purposes which exist at the time budgets are being

constructed.

The need to compare expenditure with anticipated revenue is now .an
important.part‘of government fiscal planning. In preparing a "budget" a
government is able to forecast whether a -surplus of revenue over
expenditure will occur or, if expected revenue is to fall short of approved
“expenditure, how the shortfall is to be financed. Where a shortfall is
apparent the type of options available to government can include borrowing,
or increasing direct or indirect taxes. The "budget” is also one means by

which a government .can regulate a nation's economy, either by injecting
\confldence in some sectors, e.g., imposing quotas on the importation of
overseas manufactured goods or utilising tariff protectlon, or dampenlng

act1v1ty in other areas, e. g., increasing the interest rates on borrowings

~ or redu01ng'favourable taration concessions on plant and equipment

replacements.

In reviewing the literature, which is devoted to the development of

. present-day budgetary techniques, what becomes apparent is the contribution

and influence the United States of America has made in this field. The
main reasonefor the extent of this influence appears to have evolved from
" the Budget and Accounting Act passed in the United States in 1921. Prior
to the introduction of this Act, civic agitation for budgetary reform at
all levels of government had been mounting throughout the previous

(7)

decade. Not only did this Act furnish a statutory basis for improving
fiscal procedures, but it permitted the President to establish the Bureau

of the Budget. The future responsibility for preparing an integrated plan
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"of ‘the U.S. Government's financidl estimateés was vested in this Bureau.' An -
important aspect of the 1921 Act was to reverse the former trend toward
departmental self-determination, by restoring to the President the control

of fiscal planning and expenditure.

The influence subsequent Presidents, through the Bureau of the Budget,
have had on introducing or supporting the continuation of particular
budgetary techniques has tended to make some of these technigues more
fashionable than others. The extent of this influence will be discussed
more fully later in this Chapter when, for example, zero based budgeting is
being considered. The apparent success of the United States in applying
budgetary techniques to the fiscal planhing process has encouraged other
countries to adopt the practice. Most noticeable are Third World countries
. but, to a large extent, this move may be due more to securing funding from
the World Bank which demands long range fiscal planning. A good example of
one country which has devoted considerable resources to the integration of
current budgetary techniques into the development of flscal plannlng and

strategy is the Phlllpplnes.( )

‘With the Act of 1921 the "initial period which followed in the United
States was one that has since been described "... as the control era in
which the emphasis was on legality and honesty.”(g) In effect, public
- budgeting was used as a dev1ce to control the financial activities of

\publlc OfflClalS.b

At'thls'stage it is relevant to consider some of the more commonly |
used budgetary techhiques which have emerged since 1921. As alluded to
earlier a number of these techniques enjoyed short periods .of popularity,
while others are still in vogue, or have been modified as a consequence
of a critical appraisal of the application the technique was designed to
~ serve. This Chapter will now attempt to extract the salient features of
the budgetary techniques selected and, where possible, relate these:to
the experience of the users, and assess what benefits these experiences
have to offer in applying the techniques to budgeting in an Australian
university or a public or private research and development

organization.
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"REVIEW'OF'RECOGNISEDTBUDGETARY'STRATEGIES'ORTTECHNIQUES" L
INCREMENTAL. BUDGETING

The "control era", which originated from the U.S. Budget and
Accounting Act of 1921, was based on the approach that each "line-item" was
considered against the previous year's financial allocation to determine if
an increase or decrease was warranted. This budget technique has been
described as lIncremental Budgeting, somewhat of a mishomer, because the
word "increment" signifies increase. As both increases and decreases are
incorporated into this budgetary approach what is necessary is to
distinguish between what can be termed "incremental creep” and "incremental
ebb". In his analysis of the incremental method of budgeting Lindblom was
able to prize out six important charactefistics. The characteristics he

extracted are:

(1) only that limited set of policy alternatives that are
politically relevant, these typically being policies
only incrementally different from existing policies;

(2) analysis of only those aspects of policies with °
respect to which the alternatives differ;

(3) a view of the policy choice as one in a succession of

choices;

- (4) the marginal values of various social objectives and
 constraints;

(5) - an intermixture of evaluation and empirical analysis
rather than an empirical analysis of the consequences
of policies for objectives independently determined;

and

(6) only a small number out of all the important relevant

values.(lo)

" Incremental Budgeting is probably the least difficult budgetary
technique to apply. -"Incremental creep’”, in the form of higher costs for
goods and services, is built on the budget estimates approved for the
previous year. However, as Moss and Gaither have pointed out, this method
of seeking approval to fund proposals fosters "power politics'" and

(11)

intrigue between the applicant organization and the funding authority.
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The main drawback of Incremental Budgeting is that it focuses on
(12) ”

additional resources being requested, or "... accepts the existing

base and examines only the increments which extend the current budgeting

program into the future,n(la)

This precludes a review of the total
resource allocation package, and discourages any incentive for operational
efficiency, as economies achieved in one area cannot be re-allocated else-

where.

Nevertheless, for governments Incremental Budgeting, in the form of
"incremental creep", depicts a more gradual increase in funding, unsullied
by breaks or steep upturns. It is the inflexibility, inherent with the
Incremental Budgeting technique, which discourages its use in an Australian
university situation because it is necessary to build-up an incentive
system to permit a "... degree of decentralisation of decistion-making and

flexibility of transfer between expenditure headé."(lu)

Present financial

' stringencies being experienced in Australia, which brings with it a

"static state"_sitﬁation, do encourage the application of the Incremental
Budgeting technique. However, this is over-ridden by the pressures within
public‘and‘private"organizations for greater efficiency and effegtiveneSS'

' in allocating resources. Within an organization certain aspects of
activity could be budgeted for by applying the Incremental Budgeting
technique. For example, where the activity remains within prescribed limits
and no growth is likely. In this respect where Incremental Budgeting was
used for such an activity it would need to be viewed as a sub-technique and’
be subservient to the main budgetary technique the organization had
implemented. Operational efficiency would flow from the predominant

budgetary technique and thereby overcome the main drawback of Incremental

“'Budgeting.

- FORMULA BUDGETING

The concept of Formula Budgeting is one which is better suited to

resource allocation in a tertiary educational institution. The use of this

'« budgetary technique for universities and colleges was first suggested by
Trevor Arnett in his publicétion, College and University Finance, published
in 1922. Arnett had noted that although many of the trustees serving on
the boards of management of American universities were businessmen,

accustomed to strict accounting and reporting procedures, they seldom
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applied such accounting practices to the allocation of mesources within the
universities they served. Rather than focus attention on the relationships
between activities and costs, Arnett formed the conclusion that budgeting,
in a tertiary educational environment, had to be based on a system which,

from the outset, enhanced the viability and effectiveness of scholars and

students.

Later, towards the end of the 1930s, John Dale Russell developed and
tested methods of systematically analysing tertiary educational
institutions' expenditure. On the basis of the approach pioneered by these
two researchers, the "modern" formula approach to budgetihg first appeared

in the early 1950s, with the development of the California faculty-staffing

formula.

In a world more orientated to the use of definitions or recipes, a
system which is geared to the formula approach is more readily understood
and this allows it to enjoy an immediate psychological-advantage. Budgeting.
- by means of applying a formula, particularly in the area of highér
education, is more readily acceptablevbeéause.if tends to treat all
“pafticipafihé'factofs équaily;‘mfof éiampié,'by applyiﬁg staff/student
ratios as a basis for resource allocation, the size of a department,

faculty or institution does not become the determining factor.

. Probably one of the most lucid definitions of a "budget formula" is
the one devised by Miller. He defines a '"budget formula" as "... an

:.objective'prOCedube whereby quantitative data dealing with the relation-.

ships batweeﬁ programs and costs are manipulated in such a manner as to

n(15) There are

arrive at an estimate of future budgetary requirements.
- three important points contained in Miller's definition which require

amplification. By "objective procedure'" Miller is implying that a "budget

. formula" presents the financial requirements of the organization factually

“and is unaffected by emotion, speculation or personal prejudice. The use
of thévterm "quantitative data" encompasses the activities and needs of

" the organization in numerical or monetary terms. ' Finally, the inclusion of
the word '"manipulated" indicates there are alternatives which could be

adopted to achieve the end result.

The three main advantages Formula Budgeting has to offer are: much of
the uncertainty associated with resource allocation is removed; the time

spent on competing for resources is substantially reduced; and cost
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prediction becomes more Viable:(lsj' It will be recalled that in' Chapter '2°
mention was made of the approach adopted by the A.U.C. in 1972 to introduce
funding based on EFTS. The greater reliance placed on using a formula
approach to support recommendations made to the Commonwealth Government

for the allocating of resources to Australian univereities has two distinct
advantages. Firstly, it demonstrates to the Go&ernment,vand the Common-
wealth Department of Finance in particular, that the basis of calculation
is unbiased and not subject to skewness. Secondiy, the approach is readily
appreciated for it introduces a measure of fairness into a complex system

which, othefwise, could attract widespread criticism.

While a Formula Bﬁdgeting approach can be applied to estimating the
number of teaching staff required to satisfy enrolment predictions, a
university could experience difficulty in maintaining a flexible approach
to resource allocation if it relied solely on this budgetary techﬁique.
Resource allocatioh, based on the application of a formula, could become a
bureaucratic entrenched process whereby departments or faculties with the
lafgest‘number of students would‘enjoy a distinct advantage over small

departments or faculties. An approach of this kind would generate conflict

-amongst teaching departments or faculties and could lead to a situation

where some departments or faculties would seek to have their post-graduate
students accorded greater .value than under-graduate students, when the
formula determinants were being devised. Alternatively, those departments

or faculties which attract few students will, as Dufty points out, be "...

forced into using meaningless phrases such as 'academic balance' in the

absence of objective criteria."(17)

It would seem that in a situation where the T.E.C. has a responsibility

to place before the Commonwealth Government recommendations which

consolidate the triennial funding sought by the present 19 Australian

uhiversities, the adoption of formulae, based on staff/student ratios
(e.g}, EFTS or WSU [weighted student unit]), is both logical and even-
handed. However, within the tertiary educational institution itself, and
Aparticﬁlafly where pesearch needs to be separated from teaching loads,
Formula Budgeting is linear in its approach to-funding. -If Australian
universities maintain a "steady state", or enrolments gradually decline
over the next decade, less funding, in real terms, will be generated by

8)

1 .
persevering with a formula approach.( Furthermore, Australian

universities must retain flexibility within their own fiscal decision-
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making structures to permit the funding of teaching and reésearch activities '
which, to society at large, may not appear to have any immediate practical

use.

The main advantage of Formula Budgeting indicated earlier in this
section offers a budgetary teéhniqﬁe suitable for use in a largé scale
public research and development organization, such as the C.S.I.R.0., where
research activity is conveniently isolated into divisional groupings. The
use of Formula Budgeting removes the uncertainty associated with resource
allocation, reduces the amount of time having to be speht on the allocation

of resources, and permits cost prediction.

Unlike Australian universities these large organizations do not have a
unit of measurement, e.g., students, which permits the application of the
formula approach that discounts the size of'the‘diQisioh. Possibly each
research project could become the unit of measurement. The difficulty with
this approach is the likelihood that larger divisions would generate more
research activities than the smaller sister divisions. The end result
would be the continuation of the'fihahcial advantage of the larger divisions.

The phasing out ‘of édmpléted research activities and the phasing in of new"

‘research activities also suggests Formula Budgeting does not allow the

extent of flexibility the organization would require to re-arrange and

redirect resources to cope with the changed circumstances.

A similar argument can be tendered in respect of the private research ‘

and development organization. Nevertheless, in the private organization

- the profit motive is the underlying factor which effects the distribution

of resources. Management can, more readily, ignore sound budgetary practice
and channel additional resources to a particular section of the organization

if it is convinced the injection of additional funds will result with

- lasting long-term benefits.

Formula Budgeting is a budgetary technique which, undoubtedly, is
better suited to organizations having a unit of measurement which pervades

the whole organization. Similar to Incremental Budgeting it would be

‘possible to apply Formula Budgeting as a sub-technique of a more dominant

budgetary technique.

PLANNING-PROGRAMMING BUDGETING (PPB)

The third budgetary technique to be considered in this Chapter will be
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lPiaﬁﬁiﬁg;brégfémﬁihé Budgeting (PPB). A form of programme budgeting had
been developed by the U.S. industrial firm DuPont during World War I, and
by General Motors in the early 19203,(19) However, when Henry Ford II
assumed control of the Ford Motor Company at the end of World War II, he
enticed several executives of General Motors to join him and -help solve the

very serious financial problems facing his company.

These executives introduced to the Ford Motor Company the budgetary
techniques which had been used at General'Motors. Complimentary with this
step, Henry Ford II recruited a group of ex-airforce officers, known as the
"Whiz Kids", to assist with the planning invol&ed. One of these "Whiz Kids"”
was Robert S. McNamara. When McNamara later became Secretary for the U;S.
Department of Defense, he enlistéd-the aid of the Rand Corporation and, in
~1961,.introduced.prOgramme budgeting throughout his Depértment.(zo)
Initially PPB was regarded as a management system, and this probably
accounts for the abbre#iation PPBS, which appears in some of the literature
on this topic, to describe the system as a whole father than ifs separate
and distinct characteristics. R |

- By 1965 this budgetary technique had proved so successful in the = =
Department of Defense that President Johnson ”... directed that planning-
programming budgeting be implemented in the remainder of the agencies of
the Federal Goverwment and ... encouraged State and local govermments to
'adopt this éystem."(21) o \ ‘ '

.A.review of the literature dealing with PPB emphasises the difficulty .
‘writers havé experienced in providing a simple definition of this budgetary
téchniqﬁe;‘ Benveniste describes programme budgeting as ", the application
of systéms analysis to budgeting so that resources used as inputs are
Justified in terms of specific program goals (outputs)."(QQ) Whereas
Smithies' description is more sweeping for he regards programme budgeting

as involving "... the use of budgetary techniques that facilitate explicit
| consideration of the pﬁrsuit of policy objectives in terms of their

. . 23
" economie costs, both at the present time and in. the future."( )

Rather than tease out an acceptable defiﬁition, a more meaningful
understanding will be gained if an outline is provided of the main elements
of PPB, and how these contribute towards constructing a budget. Else and

Marshall have identified three main elements: These are:

(1) the various activities are grouped into programme




"resources;’in'achieving the objectives.

:and experience.

 per¢ods and for partzaular sub-systems "
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categories (fhé‘pfogfaﬁmé férf of this Bu&gefafj
technique);
(2) from the programme a plan can be produced which

includes detalls of how the programme is to be

financed (the planning part); and flnally,

(3) each area of the organization involved in nominating a
programme will then submit an argued case, justifying
the reason why the programme should be funded (the

budgeting part).(Qu)

In working towards accomplishing the requirements of these three

elements a number of the essential aspects of PPB emerge. Firstly, each

objective needs to be spec1f1ed carefully, and then the total objectives be

subject to Systematlc analysis. Secondly, relevant alternatlves should be

"explored and examined if, for no other reason, than to ascertain whether

there are other ways and means of achievihg the objectives determined.
Thirdly, each alternative needs fofbe:costéd, including both direct and

indirect costs, highlighting what commitment would be involved beyond the

- first, or active, budget year. Fourthly, each alternative needs to be

assessed on its effectiveness, and measured on how close it comes to
satisfying the desired objective. . Finally, a comparison and analysis is
made of the alternatives, with the view of selecting "... that combination

of alternatives that promises the greatest effectiveness, for given
(25)
n\ <

The essential feature of PPB is that this budgetary technique focuses

on the‘process of comparison and co-ordination, and permits the revision

‘-_of objectlves, programmes and budgets in the light of changed circumstances

(26) (27)

It is an "output budgeting'" technique and, when
used in an educational enviromment "... translates longer-term macro-

educational plans into more concrete action and budgetary terms for shorter
(28)

In assessing the PPB technique what does become apparent is its highly
structured nature for ﬁse in lohg rahge planning. This implies little
opportunity for input from the lower levels of management, and a _
corresponding lack of understanding at this level of management for "...

trans forming goals and objectives into a workable budget."(Qg)

o
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l Thé'fécfytha{‘PPBl”.;.'iﬁpZigé'alhithy'éehtfdliséd decision-making
‘structure which is fundamentally bureaucratic in'eharacter”(SO) is the
chief obstacle for this type of budgetary technique to be used in an
Australian university setting, where the present organizational structure,
based on collegial lines, generally precludes decisions being taken before
widespread consultation has occurred. Neﬁertheless, thére are certain
facets of the PPB budgetary technique which could be adapted by Australian
universities. The grouping of various acti&ities into programmes, and the
need to justify each activity, would assist Australianvunivefsities in

satisfying their "public accountability" obligations.

The difficulties foreshadowed for the public research and development
organization, such as the C.S.I.R.0., in adopting the Formﬁla Budgeting
‘technique would be almost removed if PPB was introduced. The advantage
PPB would enjoy in a C.S.I.R.0.-type organizétion is its ability to
accommodate research programmes and prer_flexible enough to adjust to
- change. Each research programme»becomes‘a budget feature, uninfluenced
by size and research dimension. The prime difficulty that wduld.ehérge
would -be the- lack- of ‘opportunity:lower echelons -of management. were given

- to contribute meaningful input into budgetary development.

This difficulty would also prove a drawback for the private research
and development organization. The main attraction to the private
orgénizatién of PPB as a budgefing\teéhniqﬁe is ifsAhighly structured
- nature, tailored to central decision-making. In these circumstances only 
management would be fullyiconversant with the organization's budgetary |
position, thereby enhancing its position of power in the organizaticn's

structure.

ZERO-BASE BUDGETING (ZBB)

The last budgetary technique to be considered in this Chapter will be

. that of Zero-base Budgeting (ZBB). This technique is one of the more
récent to emerge in the United States with Presidential blessing. In fact,.
it was President Jimmy Carter who issued a directive on Valentine's Day,
1977, that ZBB was to be adopted throughout the U.S. Federal Go§ernment.(31)
Why did this budgetary technique receive so much enthusiastic support
initially, only to attract cynical comment a few years later with such

observations as:




"Medicine shows are back. Mbdern-dhy drﬁmﬁéré are promottng
zero-base budgeting as the latest snake-ozl cure for

financial 11ls. n(32)

A budget approach, similar to ZBB, was first advocated by Verne Lew1s

. 3
in 1952. (33) Later, in 1970, Peter Phyrr published an artlcle in the

Harvard Business Review, entitled "Zero-base Budgetting", which described

the implementation of this budget technique to certaln sections of Texas

(34)

Instruments Inc. Prior to belng elected Governor of the State of
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Georgia, in November 1970, Jlmmy Carter had campaigned on the central issue

(35)

of re-organ1z1ng Georgla s State Government On assumlng office, he

. began restructuring the flnanclal management of the State, and invited Peter

Phyrr to Atlanta in February, 1971 "... to discuss the feasibility of

“installing this system in the State government of'G@orgLa."( 6)

Similar to PBB various descriptions have been used in an attempt to

deflne accurately the meaning of .ZBB. Based on Phyrp! svwork with the State

of Georgia, he defines ZBB as:

"An .operating planning and budgeting process which requires
each manager to justify his entire budget request in detail,
and shifts the burden of proof to each manager to justify
why he should spend any money. This procedure requires that

- all activities and operations be identified in decision
pqakages which will be evaluated and ranked in order of

 importance by systematic analysis;"(sj)

An alternative definition is provided by Bénveniste, who regards ZBB
as being "... budgeting based on the assumption that all programs have to
be rejustified anew (i.e., we start anew each year with zero budget and
"justify all activities). Therefore, in theory at least, zero base
budgetzng should rely on evaluation to provide justification that each

program and activity is achieving the desired objectives. n(38)

.»The only major:difference between these two definitions is the
~ importance Phyrr placed on the input each manager, at whatever level in
thé organization's structure,rQillrcontribute to the formulation of the
total budget. This is one of the important differences between PPB and
ZBB. As highlighted earlier in this Chapter, the PPB approach is geared

to budgetary formulation by senior management adopting an overview
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approaéﬁ.( Wﬁefeéé,’ZBé feiieé éﬁ fhélcénfﬁibu{iﬁﬂ én&fménééef,’ﬁifh’é
responsibility for a budgetary activity in the organization, to justify
the funding of his activity of operations for the budgetary year, or the
period under assessment. Hence, wider participation throughout all levels

of management is a key factor of the ZBB budgetary technique.

In general terms ZBB concentrates on three main organizational

activities. These activities are:
(1) the goals the organization wishes to achieve;

(2) the activities determined by the organization to

achleve these goals; and

(8) what resources are necessary to fund the priorities

determined by the organizatibn}'

There is, however, an alternative approach. Based on the original
conception of ZBB, decision packages are placed within three levels of
alternative funding. The three funding levels are:

(1), .a.Minimum:level;.

(2) a Current level; and
(39)

(3) an Improvement level.

The "Minimum level" represents the level below which the programme‘cannot

fall and remain viable; the "Current level" represents the present level of
~ funding being received by the organization; while the "Improvement level"
R is the cost of funding the>packages which have been incorporated in the
"improvemeﬁt“ plan.  This approach serves to highlight a basic problem
which has been encountered by the users of the ZBB budgetary technique -
'the problem of costlng "Improvement level"” packages at too high a

" percentage of the "Current Jevelr, (H0) , | | %

Taking as the broad outline the three main organizational activities
~ isolated above, it is possible to identify the progressive steps the ZBB

" budgetary technique follows. These identifiable steps are:
(1) clarification of organizational goals'and objectives;

(2) examination of existing structure, functions, and

activities;

(3) identification of decision units;
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(W) deQeidpﬁeﬁf of decision ﬁéckageéﬁ
(5) review and ranking of decision packages; and

(6) preparation of a budget.(ql)

In considering these steps, and what is involved to achieve them, it helps
clarify one issue which relates to the terminology - zero-base -
incorporated in the description of this budgetary technique. The words
""zero-base" are a misnomer. ZBB is not "... the act of starting budgets
from 'seratch', or requiring each program or activity to be justified from
’".(42) Rather "ZBB refers to the review and justification

of‘selected not all, current program elements stdrting somewhere at a
(43)
I"

the 'ground up

point in the base area and not necessarzly at 'zero base

More importantly, ZBB, as a budgetary technique, offers an
organization the opportunity for increased communication between top,

middle and lower management to achieve greater efficiency and effectiveness

()

in the operatlons of the activities or programmes. In thls way it

recognises ‘the contribution U"program managers"” can make to an organization's

well-being because they ".-.. have more zn—depth-knowledge-of program
requirements, maintenance needs, intended and unzntendéd outputs and

potential program impacts than do the budget and f@seal personnel. n(45)

With the many benefits flowing from the ZBB budgetary technique it

bwould seem, at first glance, that such a budgetary approach could have

'appllcatlon in any large scale research and development organlzatlon. It

will be recalled that ZBB relies heavily on a number of organlzatlonal
charagterlstlcs. Two of these were goals and activities (or packages). It

is the "goal" aspect which would present difficulties for an Australian

' university to adopt ZBB. As Dufty has so poignantly reminded us, ”... very

. few wniversities and similar organizations have specifically and

‘.operationdlly identified their objectives. Most statements of goals and

migsions are couched in vague generalities such as 'to provide a liberal

education', 'to foster an integrated approach to knowledge', etc.ﬁ‘(us)

Even if Australian universities adopted Etzioni's approach of utilising

real goals for the purpose of ZBB budgeting, thereby omitting stated goals
from budgetary consideration, the obligation to adhere to a university's
Act or Statute could be placed in jeopardy and attract criticism on

"public accountability" grounds.
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A second difficulty could arise for Australian universities in the
ranking of activities or packages in an order of priority. It is also
probable that the multiplicity of activities, so much a part of normal
university operations, would prove so large that the number would become

unmanageable;(HV)

Furthermore, the extent of supporting documentation
(paperwork), which would prove necessary to permit judgements to be
exercised in ranking priorities, would be more time-consuming than the end
result warrants, ha?ing regard to the manner in which the collegial system

operates.

There are two further reasons which Anthony believes need to be taken
into account when assessing the value of ZBB. From his investigations into
ZBB Anthony points out that a "... budget process is not primarily a ranking

process. It is primarily the fine tuning of an approved program."(ua)

For
this reason he believes ZBB goes further than being a new budgetary
technique. 'Anthony also notes that ZBB does not interfaéé with any
accounting system,(&g)‘ '

Despite these drawbacks.ZBB,‘simiiér to PPB, has a number of
attractive features which ﬁohld“pbdvé of value in drawing up the budgets of-
Australian universities. The improvement of communication between all
levels of a university's structure, and wider involvement of those at the
"work face" in assisting with budget planning and development, has many
,advantégeé. Not least of all would be a better understanding of resource
2 allocation throughout a campus community, where existing systems tend to

be covered in mystique or appear incomprehensible.

For én‘prganization'of the C.S.I.R.0. model ZBB is attractive because
of the involvement. of management throughout the various levels of the
: -orgaﬁization's structure. As each level of management is involved in the
budget planning process this would lead ultimately to improved
communication, both upwards and downwards. Research activities would be
vxéubject to more regular scrutiny, allowing unused‘resources to be detected

quicker and be re-allocated elsewhere.

The practice of establishing research projects, or decision packages,
within the various divisions of the C.S.I.R.0. provides the type of "goal"
envisaged under ZBB. Nevertheless, that Organization, similar to an
Australian university, would need to highlight the distinction between

real goals and stated goals when reporting annually to its responsible
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Minister.

The depth of involvement required‘by ZBB in the budget formulation
task is most likely to discourage the adoption of this budgetary technique
by a private research and development organization. Participation by
junior management in the budgetary process could encourage the questioning
or criticism of decisions eventually taken by top management. This is
where PPB enjoys an advantage over ZBB. One factor in favour of ZBB for
the private organization is that this budgetary technique cannot be inter;
faced with any accounting system. Consequently, having two separate
systems - the accounting system on the one hand, and the budgetary system
on the other - would avoid top management in a private organization having

to disclose comparisons of actual expenditure against budgetary forecast.

The application of the ZBB budgetary technique appears to be better
suited to the public research and development organization where goals,
activities or decision packages imply the same thing and the "public

accountability" obligation can be satisfactorily answered.

CONTROLLING ORGANIZATIONAL OPERATIONS BY BUDGETARY MEANS
Earlier in this Chapter the point was made that, in essence, a budget
plan is the result of making a selection between competing choices. This
~ statement is too simplistic. A more definitive description of what is
intended by the use of the term "budgeting" has been developed by Lee and

Johnson. These researchers have offered the following description: -

"Budgeting is intended as a mechanism for setting goals and
objectives, for identifying weaknesses or inadequacies in
orgmizationé; and for controlling and integrating the diverse
activities that are carried out by numerous subunits within
large bureaucracies, both public and private. Budgeting is
a means by which complex organizations can be guided to

' prOduCe’intended COnSequences."<50)'
This broad deSCfiption suggests that a "budget" can be used to serve a

number of purposes. It is possible to extract four such purposes:

(1) a budget can amount to a plan, which sets out the

proposals and decisions for those in control of an
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‘organization's operations;’
(2) a budget may be a forecast of the results expected

rather than be an expression of deliberate intentions;

(3). a budget may be the authorization which permits the
organization to proceed on a certain course of
action;

- (4) a budget may act as the yardstick to measure the

efficiency of the organization's operatlons.(51)

In fulfilling either of these purposes a point which needs to be
clarified is the unit of measurement ﬁsed to compile a budget. The use of
monetary terms is the most common because "Money is usually the simplest
. common unzt in which to swmmarize all the diverse activities of a buszness,

n (52)

government or other authorzty However, there are other units which
can be used in the preparation of budgetary:informatlon. for example,
man-years, hours of work, or staffing numbers, could prove more meaningful
where manpowér planning is under‘examinétion. VThévuse-ofvweight'and
volume may be of more relevance. for the forecasting of mine or quarry

‘operations.

Although there are significant differences between the operational
approach of an Australian university, a public research and development
‘organization and a private research and development organization, the
.'method necessary to develop a budgetary strategy for each organization will
be similar. Elther of these types of organizations will need to view the
budget as the master-plan for allocating limited resources between

‘different and competing activities. Implicit in this approach is that

5i the finance available for funding activities will be less than the total

- package of activities proposed. The limitation on the funds available
contributes to a situation where each activity is in competition with the

others.

For- the Australian university and the public research and development
6rganization the budget is the plan of the organization's activity} Once
the plan is approved it becomesvthe authorization for the organization to
proceed and spend moneys on manpower, the purchase of equipment or the
acquisition of services. The private research and development organization

will use the budget for an additional purpose. In this setting the budget
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will provide the forecasts necessary to guide management in determining
policy concerning production output; the setting of prices, geared to the
cost of production; and what capital expenditure outlays will prove

necessary during the duration of the budget period.

The purpose for which a budget is tb serve seems to fall into two
parts, depending on the type of organization involved. The Australian
university and public research and de?elopment organization regard their
. approved budget as the justification for proceeding with expenditure on
the activities included in the budget plan. The budget is both the
- justification and the thicle by which these organizations éan account to
the public over the use of taxpayers® money; 'On the other hand, the budget
of a private research and development organization is geared more to
minimising the cost of pboduction to maximise profits. In short, thé
budget of a private organization aims to yield a surplus of iﬁcome o&er

expenditure.

‘'The means whereby the operations of an Australian university, the
public research and development organization and its cduntérpart in the
privété'ééc{df'cén‘be‘cbﬁtfoiled,"wiil"ﬁOW be examined in more individual -

detail.

"UNIVERSITIES

The overall method of funding Australian universities in recent times
' has5remained»unchanged54éithough successive Commonwealth Governments have

© introduced subtle variations. The Murray Report of 1957 had recommended to
the then Commonwealth Government that a system of triennial funding of
Australian universities would lead to greater efficiency in the allocation
of resources and further proposed there be ... introduced to Australia

' the method of consultation that was used by the Universities Grants

Committee in Britain”;(53)

v Triennial funding had'the advantage of providing adequate lead-time
for the acquisition 6f'éxpenSiVe:équipment'itéms,'COmmenSUrate‘with the
‘up-grade of technology Australian universities were so badly in need of,
and the orderly planning of building expansion. From 1961 to 1975, despite
the rejection by the Commonwealth Government of the A.U.C. Report of the

- 1967-69 triennium (the Third Report);(su) some growth in annual recurrent

grants was included and this permitted modest expansion. If anything, the
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inclusion of funds, which énabled modest expansién, ‘discouraged Australian
universities from experimenting with the redirection of existing resources.
The conclusion which can be drawn from this experience is that where a
growth component is included in financial allocations little pressure is
exerted on an organization to re-assess the value and worth of existing |

programmes.

One of the subtle changes alluded to earlier in this Section was the
suspension of triennial funding to Australian uni?ersities by the Common-
wealth Government in 1976. The concept of the "rolling'triennium" was
introduced, whlch virtually amounted to no more than allocating finance to

(55)

Australian unlver51t1es on an annual basis. The approach taken by the
~ government triggered off uncertainty in the planning phase followed by
Australian universities. The degree of unbertéinty meant that new under-
graduate courses or new research programmes AustralianvuniQerSities were
keen to establish could lack continuity because there was no guarantee that

future funding would be forthcoming.

Nevertheless, the "rolling triennium" approach did force Australian
universities to examine their existing under-graduate courses and research
programmes. New courses and research programmes could only be introduced

at the expense of hiving-off some former activities.

The subtle changes adopted by the Commonwealth Government in its
approach to the funding of Australian universities touch on one of the
.'fundamental phenomena the study of organizations has revealed. The
organlzatlonal theorlst Mary Follett, spent much of her time examining the
if.effects of change experienced by organizations. Her interest had been
attracted to the manner orders are given in an organization, and how these
“orders are received and obeyed at the various le&els of an organization's
. structure. Follett observed that many workers, operating at all le&els
within the ofganization's hierarchical structure, were reluctant to accept
change. She concluded that to overcome the reluctance apparent three
strategies had to be implemented by management: = ”(1) build up certain
 attztudes, (2) provzde fbr the release of these attitudes; (3) augment the

released response as it is being carried out. n(56)

The paradox which emerges is that while universities, as organizationms,
‘are able to cope with and adjust to change where it concerns teaching and

research, Australian universities had not prepared, nor had they conditioned
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themselves, to meet and adjust to a contraction in resource allocation.
The situation facing Australian universities since the mid-1970s can
be considered from a different perspecti&e. It involves relating the study
undertaken by Burns and Stalker in the early 1960s to one of the
conclusions this Study revealed, in that, self-started innovations
originating within an organization are more likely to succeed rather than
those which are super-imposed on the organization from outside. Burns and
Stalker's study centred on a scheme whereby young engineers and scientists,
who showed promise, were seconded to a major government contractor located
in central Scotland who produced electronic components. The aim of the
‘ secondments was to permit the young men to gain valuable on?the-job
experience so that, when they return to their own firms, they would bring
with them the research and development skills they had acquired. ‘What

surprised management was the scheme's inability to achieve the initial aim.

Following their investigations Burns and Stalker found that when
innovation was introduced success was dependent on "... the management and
decision structure of the firm -'the wdy Jobs were distributed, the way
infbrhdtioh was. channelled, the way'problems'were'dealt“with;"(ss) "The
" Burns and Stalker findings are analogous to the situation Australian
universities found themselves in when limitations were being super-imposed
from without. But there was a further difficulty. Acting within the
oollegial?type approach, Australian universities relied on the committee
system. These committees could agonise for days over deciding whether to
‘ihfroduce a new teaching.course or float a new research programme in the
full.knowledge that funding limitations imposed from outside would pre-
condition the outcome. ‘Restrictions, over which no control was possible,
were being placed on the kind of inputs Australian universities were
" accustomed to in théir decision-making processes. If the government,
through the'T.E.C.;vhad'given Australian universities more lead-time to
prepare themselves for the adjustments neceesary to operate under a
""rolling trlennlum" arrangement a smoother transition period would have
occurred, and much critical comment of the hlgh—handed attitude dlsplayed

could have been avoided.’

The "rolling triennium" phase continued until the end of 1979.
Despite criticisms of the "rolling triennium" concept it would seem that

during the four years of its operations the T.E.C. was able to develop a
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Qafiety/of/cesfliﬁdieeé haﬁing relevance to educational expenditure.’
Australian universities were also spared the problem of having to earmark
funds for future upward salary movements.‘ The T.E.C. provided additional
funds to supplement salary costs where increases occurred as a result of
periodic National Wage Case decisions, approved award mo?ements or decisions

- handed down by the Academic Salaries Tribunal.

The A.U.C., and its successor the T.E.C., have both, from time to time,
issued a variety of warnings to Australian universities on the trends it
has perceived. In paragraph 9.11 of the A.U.C.'s Fifth Report {the 1973-75

Triennium), the warning given was:

"The Commisstion points out that if a university enrolsj
substantially fewer students than those for whom the grants
provide, it will be receiving fﬁnds at an unncessarily high
level and may become committed to Zebels,of expenditure.

which cannot be sustained in following triennia{"(sg)

The application of the EFTS or WSU formulae is & means the T.E.C. has to -
measure any variation to student numbers when compared with the grants
provided. The T.E.C., actlng in both the co-ordlnatlng and watch~dog role'
conferred on it by the Commonwealth Government, discourages duplication of
activity amongst Australian universities, and more particularly if
investigations reveal that the circumstances do not support the

- introduction of a nominated teaching course or research programme.

'HToday an Australian university is only involved in two stages of the
‘budgetary process - the preparation and execution stages. Apart from the
"balancing” and watch-dog roles performed by the T.E.C., an Australian
'univefsity,can only exert meaningful budgetary control at the preparation

‘stage.

During the plannlng phase of a budgetary plan an Australian unlverSLty
must pay regard to 01rcumstances likely to bring about change. One
important factor that can contrlbute 81gn1f1cantly to change in a
university environment is the attitude of students. thtle s survey of a
sample of student opinion undertaken in 1967 provided evidence that
students were "... calling for courses that are personally and socially
more relevant, and for teaching arrangements that are more responsive to
- those who are the Zearnere".(so)

The fact that a number of students were choosing to opt out of
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university studies did encourage a number of vesearchers to investigate theé
reasons. Lawrence undertook an exploratory study at Monash University in
1972,(61) and later, Williams and Ainsworth carried out a more in-depth
study of the position being experienced at the University of Sydney in
1975.(62) Four main reasons emerged from the Williams and Ainsworth

Study - financial; illness; not coping; and changes to the student's life

goals.(ss)

The reason, ''changes to the student's life goals", attracts particular
attention is because over the past five years many students, after
completing their secondary education, are more concerned about finding a
. job than proceeding to study at the tertiary level. Evidence available
at present suggests Australian uniﬁersities face a further challenge in
competing with the Colleges of Ad§anced Education. The Colleges offer
courses which are more industry 6rientafed, thus increasing the potential

of the student to gain employment on graduation.

The changed circumstances connected with student enrolment at

Australian universities are unlikely to vary while unemployment in Australia

' remains high. The T.E.C.'s Report on the 1982-84 Triennium reflects the -

view presented by Australian universities to the Commission. Paragraph

3.43 of that Report reveals the extent of the widespread concern:

"Universities generally consider the current economic
eircumstances to be a major factor influencing school-

-~ leavers. not to enter universities, at least as full-time
_students directly from school. In a period of high
unempZoymentgka number of school-leavers who would normally
be expected to enter universities, are seeking and
obtaining employment ... Universities also believe that

 students are seriously questioning the relevance of a
wniversity education compared with other forms of post-

school tnaining'open to them."(6q)

The increasing nimbers of part-time and mature-age students enrolling at
Australian universities(es) has helped stabilise student numbers but this
development has required universities to offer lectures and conduct

tutorials at times more convenient to part-time students with work commit-

ments. As Australia moves towards the 21st Century universities will be

forced to improve on their long range planning forecasts. One area of
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vital concern to Australian universities will be demographic paffefné.rylf
"zero population growth! becomes a feature of the future Australian society
there is every likelihood that Australian universities will need to depend

more on part-time and mature-age students making up their overall student

mix.

Finally, there is one additional factor which has a bearing on the
means by which Australian uni&ersities can control their budgets. The rapid
expansion of Australian universities in the immediate post World War II
years brought about unprecedented growth. A similar experience occurred in
the United States. Dresch has noted that in America "... the experience of
growth also encouraged the developmenf of growth-dependent struétures and
relieved the educational establishment of the need to devise adaptive
mechanisms -that did not rely on growth fbr-their'efjéativeness".(ss)
Dresch goes on to observe that "... the evolution of tenuré practices and
: policies necessdrily‘was influenced critically by the experience of

- virtually uninterrupted growth”,<67)

In its 1982-8H'Repprt, the T.E.C. noted that when 1979 is compared
with 1977 the number of tenured positions at Australian universities had
(68)

declined. The T.E.C. went on to conclude that "... some universities

have made little or no use of limited tenure appointments while others .
- have made a significant number of their recent appointments in this way".(sg)
Nevertheless,ithe T.E.C. urged caution and has suggestéd'that "By judicious
use of different types of appointment universities should be able to restore
- in a reasonable time a proper balance tb'ﬁheir étaffing structure".(70)' The
use of "fractional” and fixed term appointments. in the future, and the
encouragement of existing staff to avail themsel&es of early retirement, are
" some of the means Australian universities can initiate to achieve greater
 ,flexibility in the distribution of resources. Early retirements, however,
do carry financialvpenalties in the form of superannuation and accrued long .

" service leave payments.

' By exercising control of the budget an Australian university is able to
- ensure the appréved budgetary pian is maintained. This»assists the
organization to satisfy the extent of "public accountability" expected of
it. However, if the Commonwealth Government should decide that the future
approach to the funding of Australian universities continue in a "static
| state" mode, these organizations may be forced to solicit funds from else-

where if research programmes are to be maintained at the desired level.
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One important aspect of such an eventuality would be the need fop '
Australian universities to avoid becoming the hand-maiden of their

benefactors.

PUBLIC RESEARCH AND DEVELOPMENT ORGANIZATIONS

In Chapter 2 the point was made that pubiic research and development
organizations are established by go&erhment to meet a particular need. The
instrument which establishes organizations of this kind in Australia is by
an Act of either the Commonwealth, of one of the State Parliaments. For the
purpose of this examination the focus will be on a public research and ‘
development organization established by the Commonwealth Parliament. The
main reason for selecting a public research and development organization

of this kind is the role it is expected to perform of a national character.

Earlier two examples of this type 6f organization were singled out -
the C.S5.I.R.0. and the A.A.E.C. Both of these organizations are accorded
legal powers under their separate Acts to assume certain responsibilities
and undertaké.particular functions. In devising these respbnsibilities and
functions the emphasis has been placed on those activities which- incorporate:
matters of national involvement or importance. Generally, these
responsibilities and functions are expressed in very broad terms. As a
consequence, the executive management of these organizations have the task

of interpreting these>responsibilities and functions into individual

" activities or programmes.

Undertaking the activities and programmes expected of these

organizations can be discerned more readily and, for that matter, be

controlled easier, if the activities and programmes are grouped together

and enjoy a common thread. The method used widely in complex organizations

is to group activities together, according to specialization, as Divisions,

Branches or Units. Divisions and Units comprise the research component of
~ the C.S.I.R.0.'s organizational structure; although these are clustered

‘together and slotted into five Institutes, responsible for a broad area of

research interest.

In the C.S.I.R.0. each Institute is the responsibility of a Director
who, in turn, is answerable to the Organization's Executive. Annually, each
Division prepares a budget plan of the anticipated expenditure associated

with its area of responsibility for the forthcoming financial year. The
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bulk of the funding sought will be to sustain research work in progress. ’
Nevertheless, new activities are nominated, as the occasion demands, to
fulfil the obligation the Organization has to assist primary and secondary
industries. The research requests prepared at Divisional le&el are then
consolidated into a draft budgetary plan of the Institute. Prior to the
Organization's overall budget being finalised for presentation to the
Executive for consideration some additions, deletions or Qariations can

occur at Institute level.

While some contribution has been forthcoming at the junior level of
management in developing the Organization's draft budgetary plan, the
budget which will eventually be submitted to the responsible Minister for

approval,(71) will be the one that has the support of the Executive. The

- responsibility conferred on the Organization's Executive touches on the

matter of "leadership" when considered within an organizational theory

context.

The Executive of the C.S.I.R.0. consists of a Chairman and eight other

(72)

members, of which five need to possess scientific qualificationms, and are

appointed by the Governor-Geéneral. The Chdirman and four other members' are

full-time appointees. As the appointments are made by the Governor-General

(generally, on the recommendation of the Government), individuals within

the organization have no opportunity to influence the outcome. This is in

- sharp contrast to the manner in which an Australian university appoints its

chief executive officer - the Vice-Chancellor.

The requirement of Section 11(4) of the Organization's Act that "five
members of the Executive possess scientific qualifications", is not

inconsistent with Gouldner's theory of group tensions. The emphasis

- placed on the need for five out of the total Executive membership of nine

to have scientific qualifications is an indication that interest groups

o w1ll endeavour to maintain their influence in a partlcular power base by

ensurlng their own kind are appointed to positions where power is
exercised. -The patternfof»maklng,app01ntmentsAln this manner, Bellows
maintains, "... stems from the inter-action of the group members out of
which gfo#p godl—seeking behavior emerges.”(73) An appointee to the
Executive of the C.S.I.R.0. would be placed in the situation Gouldner has
highlighted of having been the actor of latent roles in the past and now
becoming the performer of manifest roles on assuming the duties of the new

(74)

position.
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'Herzberg, on the other hand, would ‘approach the matter of leadership’
expected of a member of the Executi&e from a different direction. On his
premise that "... leadership is a characteristics of the individual who
exercises it ...", he would go on to stress "... that a leader will be able
to lead a given group only if the characteristics of this group are such
that his kind of person can be its leader, and if the group accepts this

Zeadership."(75)

In an organization, such as the C.S.I.R.0., where emphasis is placed on
the scientific nature of the research, the reasons supporting the go&ern-
ment's decisions to have an Executive with a strong scientific background
is understandable. At the least a substantial part of the Executive will
comprehend the genéral thrust of the research, even if the fine detail
proves unfamiliar. The‘scientific bond existing in the C.S.I.R.0. is
sufficient to achieve for a member of the Bxecuti?e the situation which
Bellows suggests: "... the creative Leadership style must pervade the
entire organization; the organization must be immersed in it. Mutual goals
and understaﬁding.must be present up and down and across the Systém.ﬁ(76)

Nevertheless, a leader can. influence the organization he is associated with,

‘either by the quality of decisions taken, or the individualistic style

displayed in his leadership role.(77)

When the Executive of the C.S.I.R.O. comes to the task of considering

‘the draft budgetary plan they will be conscious of two prime areas of

planning input. The first area of input will be generated from the

' Organizationis five Institutes, where the Executive will be alerted to

“‘pfogrammes that are being wound down or phased out. Detail concerning the

introduction of new programmes will, generally, be accompanied by

~explanatory notes and an indication of their anticipated duration. The

~ second area of input may flow from government sources. "An example of this

kind of activity could involve researching ways and means of reducing soil

- erosion, so evident in the recent drought experienced in Australia. If

'7 this project is accepted by the Executive as one requiring a high priority,

the draft budget plan of the Division of Soils in the Institute of

. Biological Resources, may need to be varied or modified.

The Executive is faced with the task of balancing the choices it has

before it with the resource allocation likely to be appropriated by the

 Parliament. With the scientific qualification bias reflected in the

membership of the Executive, care must be exercised to avoid the situation
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Etzioni suggested could occur in'a professional ‘organization where: ' "4’
professional may endanger the integration of the professional organization
by over-emphasizing the major goal activity and neglecting secondary

functions.”(78) |

The Executive of the C.S.I.R.0., in effect, undertakes a "fine-tuning"
exercise of the draft budget referred to it. This is where the control
aspect of this phase of the budget is exercised. What emerges is both a
budget plan and a budget forecaét. Further control of the budget will

prove possible when the implementation stage follows its authorization.

PRIVATE RESEARCH AND DEVELOPMENT ORGANIZATIONS

A private research and development organization enjoys a distinct
advantage over a university and a public reéeafch and development
organization. This type'of organization is able to handle "in-house" all
of the stages associated with a budget - from the preparation stage, through
to the authorization and implementation stages. . The~"ih;house" capability
“also means that during the period a budget plan is designéd;fo serve it is
casier for adjustments t6 be made to the plan in the light of experience.

Viewed in an organizational context the private research and develop-
ment organization embodies all those characteristics which are apparent
in other complex organizations. Each private organization will vary
slightly, maiﬁly due to the individualistic style displayed by its top

management. In scme private organizations the organizational structure

. will’accord with Weber's bureaucratic theofy, in that, one line of authority

stretches from top to bottom. Such an organization ”... may be very

complicated and have many branches, but it always has one center of

authority where final decisions are made and conflicts can be resolved."(79)

. Where these circumstances exist Etzioni points out that: 'The main

‘authority line is directly related to the primary goal activity of the

organization and only individually to secondary (means) aétivities."(so)’

" The one centre of authority approach practiced in some private"
organizations is both favoured and reinforced on the grounds that the goal

of the organization is to make a profit. In this regard Etzioni observed

that:

"Profit-making might be selected because they believe that it
18 the way for them to fulfil their personal or departmental
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goals, or bécausé they believe in principle that a private
enterprise should make a profit. n(81)

Earlier in this Chapter it was pointed out that the budget of a
private research and development organization is geared more to minimising
the cost of production to maximise profits. Profitability is the main
criterion used in a private organization to measure success. But this end
result cannot occur as a matter of course. The main factor which affects
the private organization is market forces. To a large extent the impact of
market forces is beyond the control of the private organization beéause
"Output is dictated by what the producer can sell and how much the consumer
i8 prepdred to pay fbr-it."ch) The demand pattern which emerges forées
the private organization to regulate its output and prices to the extent

that in the long run income will exceed expenditure.

After investigating many different typés of organizations Etzioni has
concluded that there is a need to distinguish what is meant by "effective-
ness' as distinct from "efficiency". The distinction between the two he

proposes 1is:

"The actual effectiveness of a specific organization is

determived by the degree to which it realizes its goals"”,
while,
"The'effiéiehog of an organization is measured by the
" amount of resources used to produce a unit of output. n(83)

From this Etzioni is able to conclude that: "Efficiency increases as the

' 84
costs (resources used) decrease". (&)

While this rule of thumb is rational, it is not without its problems.

' Etzioni foresaw the most immediate flaw when he noted that: "An efficient

company might make no profits, perhaps because of a declining market, and _
an inefficient one may return a high profit, because of a rising market. n(85)

At the other end of the scale is the situation where efficiency may_be ,

~ increased by producing more goods but the quality of the goods produced

" may prove to be inferior.:

The success of the private organization is almost totally dependent on
the market. While favourable public relations, in the form of sound
advertising techniques, can prove helpful this means is insufficient to

capture the total potential market. What this implies is that the manage-
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ment of a private organization is unable to regard its budget as a rigid
plan or authorization. The approach must be flexible so that budgetary
policy can be modified to accommodate changing circumstances. Unless
management is able to vary its budget quickly the plan nominating a profit
as the end result could produce a substantial loss, i.e., where income is

less than the cost of production.

Budgetary control exercised by the management of a pri&ate organization
is, therefore, preconditioned to minimising the cost of production and
maximising profits. Ne&ertheless, it is also e&ident that: "Private
businesses engage in many actibitiesrfbr which profitability and consumer
demand cannot provide any directly measurable indication of what is
required."(ss), A good example of such an activity would be the location of
a research and development unit in a private organization. Indeed, many
of the activities undertaken by such a unit would be directed towards long-
term achievements and contact with the consumer confined to seeking views
and opinions to gauge the pattern of trends customers have in mind for the

future.

‘Unlike a university or public research and de&elopment brganization the - -
'important aspects of the "budget" for a private organization are geared more
to the "forecast" and "yardstick" capability. The "budget” pro&ides the
f_'private organization with the "forecast" which then serves as the "yard-
.stick" for the measurement of efficiency. It is the "yardstick" purpose of
. the "budget” which‘alerts management to the need for budget variations.
Managéméﬁt-of the“private organization enjoys a further advantage over the
university and the public research and development organization. Although
ﬁanagement is ultimately accountable to the enterprise's shareholders, it
' enjoys a position of strength in being able to present arguments supporting
:‘action aimed at maximising profits. Basically, shareholders' interest in a

company centres around the extent of return from their investment.

- SUMMARY

The intention of this Chaptef was to define what is meant by the term
"budget" and then proceed to acquaint the reader with a number of budgetary
techniques which have been used in one form or another for the past 70

years.
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'In particular the contribution and infllence of the United States of
America in adapting recognised budgetary techniques to all levels of

government spending, chiefly aimed at satisfying "public accountability",

was noted.

Four recognised budgetaby techniqués'wére'selectédvfor examination.
The techniques selected were: Incremental Budgeting; Formula Budgeting;
Planning-programming Budgeting (PPB); and Zero-base Budgefing (ZBB). Their
choice was twofold. Firstly, it pro?ed possible to demonstrate a gradual
sophistication in the approach to budgeting - from a "line by line"
‘incremental increase approach, to the need for management to justify each
programme or aétivity used in ZBB. Secondly, these budgetary techniques
are those which could have application in a large scale research and

development organization.

During the discussion of each budgetary technique the opportunity was
taken to point out the advantages and disad&antages an Australian
university, a public research and development organization, and its counter-
part in-the'private sector would encounter if such a technique was adopted.
What’emérgéd;was'thét”éaéh of the four budgetary techniques 'did not satisfy
all of the budgetary requirements necessary to accommodate the complex
operations of an Australian university nor a public research and development
organization. The needs of the private research and development
6rganization, geared more to generating a profit, suggested that its
budgetary approach was essentially "forecast/measurement" in character,
déménding the ufmoétvofbfiexibility. Both PPB and ZBB were unable to
provide the private organization with the kind of budgetary technigue best

suited to its requirements.

The donceptﬁal'budgetary techniques examined in this Chapter will form
~ the basis of the anaiysis conducted in Chapter 5 and the comparison with
the alternative model proposed in Chapter 6. The aim of Chapter 6 will be
to propose an alternative budgetary model of more relevance to the research
and - development activities of an Australian university and a public
research and development organization. Apart from introducing "efficiency"
in the distfibution of resourceS'fhevproposed new budgetadry téchniqué will
be aimed at satisfying the requirements engendered by "public account-

ability".
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CHAPTER 4
" 'FEATURES' SEPARATING PUBLIC: FROM PRIVATE ORGANIZATIONS - - - -

In the light .of the material considered in Chapteré 2 and 3, this is
an appropriate point to examine public and private organizations and
separate those features which are peculiar to each of these complex |

organizations.

The importance which notable theorists have stressed in isolating the
goals and objectives of an organization was reﬁiewed in Chapter 2. By
extending the salient points made by the theorists selected, it proved
possible to:relate'these points to the orgaﬁizational structure and method
of operations evident in an Australian uni&érsity, a public research and

development organization and its counterpart in the private sector.

The approach taken in Chapterié moved-frdm the brbadvto the particular.
A number of more commonly used budgetary techniques were discussed and their
. possible application, in the setting of an Australian uniﬁersity or a public
" or private research and development organization, considered. Differences
between the approach taken by a public research and“dgvg;opment‘opgapigation

and that of a private research and development organization began to emerge.

It was noted that the initialipurpose for which a public research and
development organization was established incorporated certain special
features, generally of national significance, which placed it apart from
i--the'purpose intended to be served by the pri&ate research and development
:'crganization;' o
These differences were noticeable, even though the two kinds of

organizations exist primarily to undertake research and development work.

The differences of approach taken by these two types of complex
organizations provide strong prima facie evidence that suggest it is
reasonable to conclude that the method of resource allocation in each type
of organization is different. The purpose of this Chapter will be to
"~ examine the approach of public -and private organizations and test whether
it is possible to isolate significant differences in allocating resources
for reseafch and development purposes. Furthermore, in pursuing such an
examination, it is proposed to highlight the reasons which support a

different approach.

(72)
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" It will be recalled frbﬁ the outset that the infehfién df'thiSl
dissertation is to confine itself to an Australian setting. To some extent
this introduces a restriction, because Australia does not have a private
organization which devotes its main effort to research and development at an
annual level of expenditure, for example, of the magnitude outlayed by the

Rand Corporation of the United States.

This shortcoming, however, is offset by those circumstances which can
be identified readily with the Australian situation and are more rele?ant
to the educational administrator engaged on the task of long-term planning
in the Australian context. Although the manner in which problems have been
solved could incorporate a local (Australian) flavour, the method used to
define the problem, consider alternatives and reach a solutlon would have
application elsewhere. Perhaps this is best illustrated by the following
example. The extent of federal government in?olvement in the funding of
activities deemed to be of natiénal importance may be higher in Australia
than overseas. The fundlng of educatlon in Australla involves both federal
and state governments. The pOSlthﬂ in the United Klngdom, the Unlted
States of America-and Canada is not dissimilar, .although the counterpart of .
‘an Australian state government in these countries may be a regional or
provincial legislative body. Despité the variety of practices different
countries follow, the essential point which emerges is that the ﬁethodology

for allocating_resources remains fundamentally the same.

If the fundlng of publlc organlzatlons both in Australla and overseas
is 31mllar, it would seem loglcal to conclude that an overseas prlvate ‘
. organization would also be placed in a similar position to that of an

Australian private organization. What affects the situation is the extent

" of federal government support each country can make available. The support

can flow from a number of alternatives. The protection of an industry by
imposing a limit onvimports, granting subsidies - either in the form of
taxation concessions or export incentives, the payment of bounties or access
to government contracts - are notable examples. The extent of government
support available will vary from coﬁnffy>t6 cbuhfry.b The implicétién‘df
this is that in some countries the private organization may have access to,
or the opportunities are present for, earning income which‘frees other
resources that can then be channelled into research and development

activities.
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Each private organization will also have ité‘oﬁnlooiioj fo'phfsﬁeL'
Although it is reasonable to assume that the profit motive will be the
lynchpin of any private organization and will apply universally, how best

this is to be achieved will depend on other factors. In recent years, for

- example, sections of the motor vehicle building industry of Great Britain

have received large injections,of public moneys in the form of low interest

loans from the Brltlsh Government to maintain productlons and av01d

(D)

laying-off employees. At present the Australian Federal Government is

- faced with a similar prospect, if it is to maintain the flagging coal

(2)

and steel industries, and avoid the companies involved retrenching staff.
The above are just some of the examples of the kind of factors which effect

and influence the position of the private organization.

On the other hand the public organizations of different countries do
have much in common. Four main elements associated w1th the public
organization can be pln—pOLnted. Firstly, each organlzatlon is established
to fulfil a particular purpose. Secondly, the source of fundlng - the
taxpayer - introduces the need for acceptable "publlc accountablllty".
Thlrdly;'the-organlzatlonal structure tends-to .be both hierarchical and .
bureaucratic in nature. Finally, the continuation of the organization

depends on maintaining government support.

What the above 1llustrates is that publlc organizations of different

" countries can be compared because there is uniformity of approach and the

‘methoed of operations is similar. The same conclusion cannot be drawn for

private organizations. While the organizational structure and decision-
making processes may share commonality, there are other factors, such as
government incentives, which preclude any direct and meaningful comparison.

The difficulty would be to quantify the benefits of government incentives

© in monetary terms, and then establish a means by which a weighted average

could be struck that truly reflected the "profit" component.

It is now proposed to consider, in more detail, the aims, goals or

objectives of the public and private research and development organizations.

AIMS, GOALS OR OBJECTIVES

In Chapter 2 attention was drawn to the problems associated with

terminology. To avoid any unnecessary confusion a distinction was made



75

between tﬁe(ﬁgéaiﬁ 6f’a£’ofgéﬁiiafioﬁ éﬂd'whét'wéé feéérdea’aé ifs'
"function". The distinction decided on was that a "goal" is a task being
pursued by a research and development organization. The term, "function",
will be used to describe the purpose of research and development

organizations, when considered as a collective group, and where the

‘activity is of national significance.

Terms, such as "aims", "goals" and "objectives” are, for the purpose of

. this dissertation, synonomous, on the grounds that within an organization

"goals" and "objectives" are regarded as those "aims" which have to be

achieved at some subsequent stage.

When the position of an organization is v1ewed from without it takes
on a larger dimension at the community or society level. In seeking to
achieve a particular goal an organization can set in train a multiplying
effect which incorporates such benefits as: Jjob creation; the support of
local enterprise and generating resource distribution. Viewing an

organization as being a functional part of a nation's social system was the

'emphasis Weissenberg made in distinguishing between "goals'" and "functions"

that was discussed more fully in Chapter 2. The capacity an organization

has to create a multiplying effect tends to strengthen the acceptance of

Weissenberg's distinction.

Apart from»béing’a functional part of a nation's social system, the

. public organization in Australia is created by governments to fulfil a

government "function”. At the federal level the public organization's

- "function"” is to act for the federal government on matters of national

significaﬁce. It will be recalled that one of the functional

responsibilitiés‘accorded the A.A.E.C., of being empowered to purchase or

sell uranium:andvallied minerals on behalf of the Commonwealth Govermment,

. was explained briefly in Chapter 2.

: By vesting in a public organization a function the Australian Federal

Government wishes'undertaken, it provides the opportunity for government
" to exercise more direct control, and enhances the prospect of sustained

“and co-ordinated activity by those having the special skills and

qualifications needed for a technical operation. Based on the definitions

adopted in this dissertation to describe "goals" and "“functions", there is

~a need to establish a clear distinction between the two and thereby avoid

any possible confusion.
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It is now proposed to test the dapacity to éstablish this distinction
in the C.S.I.R.0. and the A.A.E.C., two federal public research and
development organizations. The approach decided on will be to examine the
Acts of Parliament appropriate to each orgahization and relate aspects of
these Acts to the most recent annual reports publiShed'by these
organizations. In particular, the examination will concentrate on changes
mentioned in these annual reports which reflect internal decision-making -
 the establishing of "goals" as part of the process of fulfilling national

" roles - the performance of the organization's "functions".

THE COMMONWEALTH SCIENTIFIC AND INDUSTRIAL RESEARCH
ORGANIZATION:

Earlier, mention was made of the fact that Section 9 of the Science
and Industry Research Act, 1949, prescribes the powers and functions of the
C.5.I.R.0. The two roles which can be drawn from Sectionvg are that the
~ Organization has the responsibility to: (1) initiate and carry out
~ scientific research and inﬁestigatiohs in the area of primary and secondary

industries;-and,.(2) test and determine the standards for scientific
apparatus and instruments used in industry. By applying the earlier
definition adopted to describe a "function", both of these roles comply
Vwith the understanding of what is an activity of national significance.

' What is noticeable is that neither of the Acts indicate how these "functions"
. are to be undertaken. This establishes prima facie evidence that how either
of these'"fﬁnctions?’is to be undertaken is a matter for the Organization to.

- determine.

The'Anhual Reports produced by the C.S.I.R.0. for the years 1979/80
and 1980/81 are of special significance. Each reflects the changes
1_introduced'by the restructured Executive following an independent inquiry

(3)

of the Organiiation undertaken during 1978.

The year 1978 alsovintroduced certain amendments to the Organization's
Act, which can be interpreted as.a move on the part of the Commonwealth
 7GQvernment to widen the "public accountability" obligation. These amend-
ments "... iniroduced a requiremeﬁt to state in each annual report the
policies relating to the Organization's research that were current at the
beginning of the reporting year, together with a description of any

 developments in those policies occurring during the year.”
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To shed itéélf éf éoﬁé 6f’thé aeféiieaiménééeﬁeﬁf faéks'tﬁé Executive's
restructuring plan involved the creation of five Instltutes which, in the
future, would attend to matters of detail. (5 Prior to the formation of
these five Institutes research had been pursued at Divisional level.
Although there were overlapping areas of research interest, little inCentiQe
existed for Divisions to combine.and'purSue'joint research programmes. The
clustering together of Divisions ha&ing common interests under the umbrella
i of an Ihstitute, accorded a broad research base and introduced a more
| efficient and rational approach. From the organization chart detailed in
Figure 1, it is possible to relate the descriptions of each Di&ision with
the broad research interests determined for thevfiQe Institutes of: Animal
and Food Sciences; Biological Resources; Earth Sciences; Industrial

Technology and Physical Sciences.

The major structural changes introduced by the C.S.I.R.0. are
+significant for two reasons. Firstly, the change to the Orgahization's
~structure, of introducing an additional tier in the hlerarchlcal structure
~at Institute level, was a deliberate decision taken by the Executive to
improve efficiency through the process -of management. effectiveness..
Secondly, the restructuring of the Organization helps dispel any fears that
a public research and development organization, particularly those that are

complex, are too inflexible to bring about "self-induced" change.

in éffecfuating changes which were designed primarily to aid future
rplannlng, the move towards a more structured and systematlc approach was
- not without its problems. The Organization's national role added
complexities when research priorities were being determined. It was this
difficulty which discouraged the €.S.I.R.0. from ad?pging plénning systems

used elsewhere in Australlan industry and commerce. The approach decided
 on was to broaden the base of the Organization's existing "strategic
planning'" application, by encouraging the participation of "... people

both within and outside the Organization who can (could) perceive research
needs and opportunities, and this will (would) permit closer tnvolvpment(7)

'by research workers and potenttal users of research in decision-making."

With input forthcomlng from this broader base it proved p0331ble to
compile an outline of how the Organization's research effort was to be
distributed over four main sectors: Community Interests; Rural Industries;
‘Manufacturing Industries and Mineral, Energy and Water Resources (please

refer to the chart at the back of the 1979/80 Annual Report). Once the
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extent of research effort had beén apportioned between the four Sectors’
nominated it proved possible to allocate future commitments, over the five

(8)

Institutes as a percentage of total research expenditure. What this
established was the basis for allocating resources in the future but with
an inbuilt capability for adding new research actiQities'or shedding
activities where the research had been completed or was no longer
considered worthwhile pursuing.

(9)

The initial success of the C.S.IL.R.0.'s restructuring programme
continued to be evident in the Organization's 1980781 Annﬁal Reéorf. Thé
need for the Organization to enjoy maximum flexibility encouraged the
Executive to formulate policies aimed at achieving this result. The policy

determined by the Executive took into account three basic tenets:

"1.. Whatever we do we must do well. 'If’reSOurces are reduced
then we must reduce the number of our activities, not
quality. '

2. 'We must be selective in our fields of research and -
concentrate on natzonaZZy zmportant and sczentzfically

rewardzng areas.

3. We must maintain our tradition of scientific excellence
and remember that the maintenance of excellence depends
on the performance of and the encouragement given'to
the individual. The needs for controlled objectives
on the one hand and the scientist’s freedom to follow
his nose on the other must be carefully balanced. n(10)

By adopting this approach the Executive was able to describe the 1980/81

year as "... the start of a new phase in our evolution: a deliberate
poZtcy to stop certain activities and switch the resources to new
(11) :
(4

aectivities.

When feviewing the varioué definitions notable theorists had devised

- for describing an organization in Chapter 2, it will be recalled that Blau
and Scott had underscored the need for clear lines of communication and
Vauthority operating within a formal status structure. The creation of
Institutes in the C.S.I.R.0.'s organizational structure has brought about
a situation where the lines of communication have been improved. In the
1979780 Annual Report this new arrangement resulted with the observation

that "... the restructuring of the Organization into Institutes has been



a marked success and the éfedii'fbrrfhis'éuécéés'gbés'tb'the'Ihétitﬁiei
Directors and Chiefs of Divisions alike ... Yet Chiefs are now much less
isolated. They meet frequently with their fellow Chiefs to discuss a
variety of questions of common interest, including the co-ordination of

inter-Divisional programs. »(12)

The 1980/81 Annual Report expanded on the consultative process

introduced during the previous year by noting that "Consultation is an

. integral part of the Organization's resource allocation strategy and, in

order to determine its research priorities on the basis of the best advice
available, the Organization needs to consult extensively with Federal and
State goverrments, sections of the community and other research

workers.”(la)

In summarizing this section several important points emerge. Possibly
the most important point is that the C.S.I.R.0., following anvindependent

inquiry, restructured the Organization for the purpose  of improving

K communication. This’ was regarded as an essential step if future research

" and development activities were to be pursued efflclently and effectlvely

Further, rather than relying on the expertise available within the -
Organization, State advisory committees were established to provide
necessary input from commerce, industry and community interest groups. An
approach of this kind assists w1th the justlflcatlon of research activities

under the "public accountablllty" obllgatlon.

The Organlzatlon now has the mechanis m for dividing research activity

. amongst the four main sectors of Community Interests; Rural Industries;

Manufacturing Industries and Mineral, Energy and Water Resources. The

phasing-in of new research activities and the phasing-out of old research

f‘activities-is an integral part of the mechanism adopted. Resource

-'allocation is based on research activity approved but, for control

purposes, it is distributed amongst the five Institutes. The distribution

of resources is based on a formula approach, where each Division or Unit of

" an' Institute is accorded a percentage .of the.total research expenditure. -

" The percentage agreed upon flows from the research activity nominated under

the four main sectors of the Organization'’s approved research interests.

This new approach to resource allocation in the C.S.I.R.0. enjoys the

.advantage of satisfying the Commonwealth Government regarding the extent

of public participation, through the State advisory committees, at the

planning stage. Such an approach helps strengthen the Organization's

79
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recommendations plaéed béfbfe'the’Coﬁmbﬁwéaifh'Gbﬁefnhénf for the funds
needed to undertake the programmes nominated for the ensuing financial year.
Furthermore, the. restructured C.S5.I.R.O. offers the means by which "goals"

arising from national role activity can be identified more readily and be

pursued until fulfilled.

AUSTRALIAN ATOMIC ENERGY COMMISSION

The Australian Atomic Energy Commission is another example of a public

- research and development organization established by the Commonwealth Govern-

ment to fulfil a particular purpose. In terms of funding, the Commission

only receives from Parliament an annual recurrent grant which represents

(14)

about one-fifth of that appropriated to the C.S.I.R.O. The main reason

for the substantial variation in funding can be attributed to the more

e specific terms of reference determined for the Commission. Nevertheless,

where the exploration, mining and treatment of uranium and allied minerals
. is concerned, the Commission enjoys a powerful position. This is
strengthened by Sub-Section 18(1) of the Atomic Energy Act, 1953, which.

‘sfates:-

"The Commission has power to do all things that are necessary

or convenient to be done for or in connexion with the

performance of its functions.”

The Commission's approach is based mainly on collaborative effort and

- continuing consultation and communication with such bodies as "... inter- . . f

o na#ional nuclear agencies, such as the Intermational Atomic Energy Agency

 and the OECD Nuclear Energy Agency, national and international Govermment

authorities, Australian State Governmment bodies and universities."(is)

Unlike the €.S.I.R.0., which has regional offices in Queensland,

~ Victoria, Western Australia and New South Wales, the A.A.E.C. concentrates
its research éndeavour'at its Lucas Heights Research Laboratories north of
Sydney in New South Wales. Described simply as the Commission's Research
. Establishment, this is divided into seéven Research Divisions and three

" Support Divisions.. The seven research divisions are: Applied Mathematics
and Computing; Applied Physics; Centrifuge Enrichment Project; Chemical
Teéhnology; Environmental Science; Isotope: and .Materials and Nuclear

- Technology, while the three support divisions are: Engineering Services

. . . .{16
and Operations; Health and Safety; and Admlnlstratlon.( ) The
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organizatio’n’c’ha‘r{: detailed in Flgure '3'p'ro'vid‘esl an overview of the |
individual divisional components that need to be funded from the annual
recurrent grant. During the 1980/81 financial year expenditure incurred

on research amounted to 86% of the total income.(17)

Earlier in thié section mention was made of the collaborative effort
that the A.A.E.C. encourages with other organizations, both at the national
and international level. One of the organizations which benefits in this
way is the Australian Institute of Nuclear Science and Engineering

(A.I.N.S.E.).

Through A.I.N.S.E. support is provided for "... research and training
in areas related to nuclear science and engineering and to provide access
to special facilities at Lucas Heights by staff and research students of

'universitieS'and colleges of advanced edﬁcatibn."(is)

The importance of
encouraging Australian universities to attach their researchers to the
Commission's Research Establishment can be measured by the reference in the
1980/81 Annual Report that, during 1980, "... more than 250 people from
Australian universities were atfached‘to the Conmission’s Research ‘
Establishment through AINSE, involving more than 2500 man-days of activity
in a wide variety of fields including radiation biology, plasma physics,
nuclear physics applications, materials research, radiation chemistry,
engineering research and the use of techniques such as neutron diffraction

in areas of biology, geology, physics and chemistry LL.m (19

. The financing of this operation also proved a problem during 1980.
‘Although'an increase had been sought from the Commonwealth Government to
raise the "Contribution for Research and Training" beyond the $300000 per
(20)

annum- fixed two years earlier, no additional funding was forthcoming.

- As a consequence, the 1980 operations incurred a deficit.

The 1980/81 financial year was one in which the Commission re-organized
the former Divisions of Physics, Engineering Research and Instrumentation
and Control into two new Divisions of Applied Physics and Nuclear
Technology. An internal review of certain aspects of the Commission's -

. administration was also commissioned. However, the changes resulting from
the decision taken by the Commonwealth Government to locate sections of the
C.S.I1.R.0.'s Institute of Energy and Earth Resources at Lucas Heights, have
~ resulted with the Commission foreshadowing that further consideration will

need "... to be given to the overall organizational structure of the
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Commisaion. n¢2)

In this examination of the A.A.E.C. one of the most notable points to
emerge has been the considerable variation of approach evident between the
Commission and the C.S.I1.R.0. The approach is due mainly to the fact that
the Commission's research activity is concentrated in one research
establishment, rather thén being dispersed and scattered throughout
Australia, along the lines adopted by the C.S.I.R.0. The need to
concentrate research effort in one place is dictated, to a large extent,
by the type of equipment needed, and the safeguards necessary when
operating potentially hazardous equipment. Ne?ertheless, despite the
limitations produced by pursuing research at one site the Commission has
. embarked on programmes designed to attract scientists to Lucas Heights and
pursue collaborative research. This scheme has the ad&antage of providing
the opportunity for the exchange.df knowledgé and; yet, rémaih‘in contact
with research activity being undertaken elsewhere. In some respects this

kind of approach is a cheap, but effective means of maximising research’

© capacity.-

‘Similar to the C.S5.I.R.0., the Commission undertakes periodicvreﬁiews.
of its operations and introduces changes where these are considered to be
beneficial and able to improve efficiency. However, the present method of
; the Commission's operations has not warranted a major restructuring of ‘

the Organization of the magnitude introduced by the C.S.I.R.0. in 1979/80.

‘The setting of "goals", emerging from the Commission's national
responsibilities, will also be similar to those experienced by the
C.S.I.R.0., even though the operations of the Commission are not as wide-

¢ spread throughout the States of Australia.

‘What the foregoihg examination of the C.S.I.R.0. and the A.A.E.C. has

" drawn attention to is that it is possible to separate the "functions"
determined for a public research and development organization from its

| "goals". In each of the annual reports reviewed, the "functions" of the

" €.S.I.R.0. or the A.A.E.C. related to the national roles each Organization

has been required to fulfil. Haﬁing determined the "functions', the

Commonwealth Government left each organization with the task.of“ -

establishing "goals" and determining how these were to be realised.

It has also proved possible to distinguish between the timespan

associated with some "goals'" as distinct from others. The newly structured
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Exécitive’ of ‘the' C.S.I.R.0., fop ‘examplé, had set ‘itself a rumber of
"goals", two of these were the introduction of Institutes under which
Divisions, having similar interests; could be clustered, and the adoption
of a policy designed to bring about maximum flexibility of the
Organization's operations. The introduction of Institutes was a "goal"
achieved over a short period of time. ‘The new policy adopted can be viewed
as representing the attainment of a "goal” quickly, if considered in the
context of "goal" achievement from the time it was decided to have a policy
until the policy was formulated. Alternatively, this "goal" could be
regarded as one that will be achieved over a longer term, if it pro&es

necessary to modify the policy to permit even greater flexibility.

The decision taken by the A.A.E.C. to incur a deficit during 1980 on

. the amount of funds devoted to Research and Training under the A.I.N.S.E.
programme was a deliberate choice on the part of the Organization, and was
based on the need to sustain research support at an accéptable level, rather
than suffer on financial grounds. This choice amounted to the Commission
establishing a "goal” for 1980 and this was achieved subsequently in that

year.

The "goals" that have been isolated by this examination of the
C.5.1.R.0. and the A.A.E.C. can readily be identified with the description

real goals used by Etzioni and considered more fully in Chapter 2.

The role of "goal" setting, appropriate to a privaté research and

.development organization, will now be explored.

‘THE PRIVATE RESEARCH AND DEVELOPMENT ORGANIZATION

- Barlier in this Chapter mention was made of the fact that Australia
does not have a private organization comparable with the Rand Corporation
" of the United States, which is able to direct a large part of its resources
towards research and development. However, Australia does have a number of
| large private organizations where research and development work is

 incorporated into the organization's overall operations.

The main difference between a private organization and its counterpart
in the public sector is that the former exists to make a profit. It is for
this reason that decisions taken in a private organization are generally
influenced by the extent of profit which will result. The main "goal" of

a private organization, therefore, is to minimise the cost of production so
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that this will result with the maximising of profits. '‘As private
organizations are in competition with one another, the extent of publicity
a private organization will wish to generate about its research and develop-
ment activities .will vary between organizations. Not all organizations will
be prepared to reveal details of their current research programmes, in case.

this should place them at a disadvantage with their competitors.

A "goal" as clear cut as making a profit suggeéts that everything else
is supportive of achieving this fesult. Is it more appropriate to a?oid
stating "goals'" in case these prer unattainable? One large Australian
organization which has moved away from defining its "goals" is the Colonial
Sugar Refining Co. Ltd;'(C,S.R.), although the reason for this is not clear.
To replace "goal" identification the C.S.R. has introduced what it describes
. as a "business philosophy". A synthesis of the "business philosophy"

adopted by C.S.R. is as follows:
(1) grow as.an independént company énd be predominahtly owned
by Australians; h
(2) be reputable, prqgréssivevand successful;
(3) maximise thé éoﬁéaﬁy;g Qofthvfof.it;.égafehéldefé;‘

(4) Dbe a good corporate citizen, respecting and moving with

community values;
(5) profit to grow steadily with shareholders benéfitting;

(6) commitment to the concept that private enterprise and
capital is essential for Australia's healthy mixed

economy ;

(7) government and private enterprise to act and work

together;

(8) aithough a diversified industrial company, no wish to

become a conglomerate;

(9)  the business of the company concerns the exploitation of.
natural resources and related industrial products and

services;

(10) while Australia is the principle area of activity the
company has also extended its operations and

investment to overseas countries; and
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(11) fﬁe‘cbmpény is and must be seen to be a good émﬁlbjef,
. just and responsible in its dealings with employees,
concerned for their welfare and able to provide the

opportunity for work satisfaction.(22)

By adopting thiérapprdach C.S.R. avoids beiﬁg as specific as the
setting of "goals" would demand. Rather, the approach is designed more to

inform shareholders and the employees of the organization of how the

organization views itself, both internally and externally. At the same time

the organization is using the philosophy it has developed to indicate what
is its position on such issues as: the nation's economy ; oﬁerseas in&est-
ment and employee relations. To this extent the approach goes beyond

isolating "goals", although any one of the "principles" stated could become

an organizational "goal'.

A somewhat similar approach is taken by the Broken Hill Pty. Co. Ltd.
(B.H.P.), but the "philosophy" is not articulated as well as C.S.R., nor is

it as comprehensive. The statement proffered by B.H.P. reads:

oceur. Projects undertaken are characteristically large-
scale and technically complex. dJoint venture and other
agreements link the Group to some of the World's largest

- enterprises. The Company acknowledges its responsibility
to shareholders for maintenance of capital and generation
of long-term earmings; to customers and suppliers for
responsible conduct of its business; and to its workpeople
for the provision of a safe, satisfying and productive

- work envirbnment."(2a)

Whereas the statements prepared by C.S.R. and B.H.P. convey clearly

" what are their intentions, how these are to be achieved is left loose and

fluid. As suggested earlier, it would seem reasonable to conclude that a

"business philoscphy" is designed more to provide a broad outline to the

' shareholders of the organization's achievements and future aspirations.

‘Few shareholders are interested in the detail of the day-to-day

administration of the organization in which they have invested, providing

that dividends declared are received regularly and reflect a reasonable

_return on the investment. A further benefit accruing for an organization

stating its "business philosophy" is that it provides employees with an

understanding of what their employer is attempting to achieve.
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' There is also the possibility that the broad terms statéd in ‘an
organization's "business philosophy" precludes competitors from learning of
the "goals" the organization has determined. If a competitor became aware
of an organization's "goals", it could use this knowledge to effect in

planning its own future business .strategy.

This points to a further distinction between a public and private
organization. The "public accountability" obligation on the part of the
olpnblic organization requires "goal" proposals and aehienements to be fully
documented in the organization's annual report. There is no competitive
aspect to take into account. On the other hand, for the prinate

organization the maximising of profit actively encourages competition.

Having isolated two factors - profit and competition - which
* distinguish a private organization from anpublic organization, what is
becoming evident is that similar problems will arise with the allocation of

resources in each of these types of organizations.

As a step towards examining resource allocation, it is first necessary -
to consider what obligations are imposed on both public and private

organizations which influence the shaping of budget strategies.

STATUTORY OBLIGATIONS. - THE PUBLIC ORGANIZATION

A public organization is established by a government to engage in some
’actiVity on behalf offthat’government.’ The C.S.I.R.0. is a public research
E and development organization and came into being when the Australian
Parliament passed the Science and Industry Research Act in 1949. The Act
. which vests in an organization certain powers and responsibilities also
 fashions its main role. The C.S.IL.R.0., for example, describes its main
" pole as "... to plan and execute a comprehensive program of general

,scientific research on behalf of the Commonwealth of Australza."(Qu)

'In order that the Commonwealth Government is kept informed of what is
" occurring in the public organizations it has created each organization s
.Act stipulates that an annual report is to be submitted to the reeponsmble
Commonwealth Minister. Section 57 of the Science and Industry Research Act,
1949, establishes this statutory obligation for the C.S.I.R.0., while
‘Section 31 of the Atomic Energy Act, 1953, provides a similar obligation
for the A.A.E.C.
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Earlier in this Chapter, when discussing the "furctions" of the -
C.S.I.R.0., as distinct from its "goals", it is evident from that
Organization's Annual Reports for 1979/80 and 1980/81 that a restructuring
had taken place to improve efficiercy and effectiveness. However, the
Executive of the C.S.I.R.0. had also formulated a policy for the
Organization, designed mainly to ‘assist with the implementation of this
restructuring. There is an added benefit which flows from formulating a
policy for a public organization, such as the one outlined above. A policy
statement outlines the organization's intentions and is not much different
from the initiative taken by the C.S.R. of dé&eloping a "business
philosophy". For a public organization, such as the C.S.I.R.0., having a
firm policy alerts the Commonwealth Government to the Organization's
rationale in satisfying its statutory obligations. A policy which is _

- publicised widely enjoys the advantage of‘ﬁro§ing more acceptable to the
criteria of "public accountability". Establishing such a policy also
provides useful guidelines for all areas of the Organization, because it is
“the blueprint on which the Executive wishes to build future development and.
research activity. ' |

Public knowledge of the policy guidelines adopted by organizétioﬁé,.
such as those mentioned above, permits a contrast to be made with the
a§proach of ofher organizations ehgaged in research and de?elopment. An
Australian university, for example, is not able to enjoy a situation where
it can be as selective as the C.S.I1.R.0. in determining what research is to
: be-undeftakén.- While Departments or Faculties. of an Ausfralian wiversity .
7 devise‘broad fields of research interest, the extent of actual research is
limited by résources and the individual Departments' research preferences,
where the subject matter is constrained by its relevance to the Department
itself or by the course content approved for its under-graduate and post-

' graduate students. At post-graduate level the research programmes followed
are generally those which have received departmental support through the
.process of concensus. Often access to available resources imposes '
flimitations on the extent of research programmes that can be acti&e at any .
one time. While limitations on resgurce‘allocation will also act as a
constraining factor throughout the Institutes of the C.S.I,R.O;, there is

no requirement to pay regard to student needs.

The prime difference between the C.S.I.R.0. and an Australian

university, in their individual approach to research and development,
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appears to hinge mainly ¢n'role’ ideéntification! ' In this regard thé °
C.5.I.R.0. views its main role as one where it is obliged "... to plan and
execute a comprehensive program of general scientific research on behalf
of the Commovwealth of.AustraZia."(Qs) This is the national function of

the Organization. The fulfilment of this role or function is predicated

on the grounds that "... research priorities must be established and

sufficient resources allocated to enable the work to be carried out
efféctively.ﬂ(Qe)

Allocating resources in a nninersity is not as clearvcut. Even before
the needs of teaching are separated from what is requlred for research the
teaching departments will vie with one another by seeking to secure
additional resources based on arguments, such as student numbers or heavy

post-graduate work loads. (27)

The strong argument in favour of funding the public research and

development organization is that having been established by government to

. perform certain functions, a government would be doing itself a disservice

- if it restricted the money supply to the extent that the organization could

not' fulfil its national-role: -

The Australian government has no such obligation to the funding of

Australian universitiés. Since Federation (in 1901), the position of the -

’Commonwealth Government has been to acknowledge that the control of

(28)

education is a matter for State Governments. Nevertheleos, untll the

_end of World War II, federal funds were directed towards the education area

. under various guises. Some of these guises have been: the financing of

 Wm1l1tary and naval colleges; meeting the cost of ammunition used by

part1c1pants in the Junior Cadet Training Scheme; the natlonal fitness

. programme; the Soldiers' Children Education Scheme and the various

~repatriation schemes established for World War I veterans.

(29)

The manner

in which the Commonweaith Government could channel this funding to

“education would be argued on the grounds of defence, health or social
_gservices. The extent of this financial support was»inoreased‘significantly

"under the Ccmmonwealth Reconstruction Training Scheme, which provided

financial assistance to World War IIL ex-servicemen and women who enrolled

(30)

in university courses after demobilisation. From 1951 onwards national

assistance to Australian universities was given by the Commonwealth Govern-

(31)

‘ment on a regular basis despite the reluctance of the Commonwealth

Government to accept responsibility for what it regarded as a State
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preserve. The extent of this reluctance is'eQidénf ffoﬁ the 1964
legislation. The form of assistance provided centred around improving
science and technical facilities in government and non-government secondary

schools.(32)

In reviewing the Commonwealth Government's involvement in education

during the period 1964 to 1975 Smart has drawn the conclusion that at the

~ commencement of the 1960s the then Commonwealth Government ”... had

repeatedly asserted that education was a state not a Commomvealth
responsibility ..." and "... was directly involved only in the wniversity

n(33)

sector. While this may represent the Commonwealth Government's

intention Smart goes on to point out that "... by 1975, federal involvement

had been extended to include not only the creation of a federal Department

- of Education but also the assumption of broad responsibility for determining
. the national priorities and Zevels,of'funding in the college, school,

technical and further education and pre-school sectors;ﬁ(Bu)

What needs to be taken into account is that increased involvement by
the Commonwealth Government in funding-education can equally be withdrawn or
reduced substantially, if it wishes State Governments to provide funding’
éommensurate with their expressed desires to be involved in the planning of
future educational development within each State. ' The fact that the
Commonwealth Government can phase out its financial support for education

highlights the tenuous financial situation of tertiary educational

 institutions, when compared with the public research and development
. organizations, such as the C.S.I.R.0. In effect, this is the reverse side

of the statutory obligations a public organization has to the government

which created it. While a government wishes one of its public organizations

- to continue, it must provide the funding necessary to maintain the viability

. of the organizatioh.

One of the statutory obligations of the A.A.E.C. is its collaboration

with Australian tertiary institutions. The Commission's 1980/81 Annual

- " Report drew attention to the extent of collaboration achieved during that

-year with Australian universities and colleges of advanced education through

{35)

the A.I.N.S.E. Grants for Research and Training Scheme. As indicated
earlier, while this involved the Commission incurring a deficit in_
operating this Scheme during 1980, assistance of this kind can be viewed as
an addition to the annual grants received by Australian uniyersities and

colleges. Why these grants are important to Australian universities and
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colleges is that ‘they are dedicated to résedrch’ dctivity, without being
subject to a teaching "discount". '
A further point which needs to be made when considering the statutory

obligations expected of a public organization is the capacity that a govern-

ment has to make changes or to modify past practices.

A major decision taken by the Commonwealth Government in early 1981 was
to transfer the Commission's interest in non-nuclear energy research to the
. C.S.I.R. 0.(36) In future, research into non-nuclear energy, Wlll be under-
taken by the C.S.I.R.0.'s Institute of Energy and Earth Resources (please
refer to Figure 1), but the staff inQolved will be relocated at the Lucas
Heights research laboratories. This decision by the Commonwealth Goﬁernment

has invoked some criticism from the Commission on the grounds that:

"The co-location of Commission and CSIRO persomnel at Lucas
Hetghts raises some major practieaZ problems, particularly
in relation to security and access control, as well as
complexities in servicing, maintaining and administering

the szte and ztu f&czlztzes under two managements. In terms

security, the Commission would have preferred an arrange-
ment which continued its own single management of the

site andbthe diversified»program_"(37)

On the other hand the Commonwealth Government adopted the Commission's
suggestions to make changes to Sections 30 and 41 of the Commission's Act.
X The change approved for Section 30 will ... permit the Commission to borrow
fundb by dealing in securities such as bills of exchange, promissory notes,
or other similar instruments or documents ...”.(38) The amendment to
Section @1'was designed to remove any unéertainty about the ability of
" Energy Resources of Ausfralia Ltd. (E.R.A.) to carry on the operations of

' . 3
- the Ranger Uranium Project "... on behalf of the Cammonwealth.”( %

» These dec181ons taken by the Commonwealth Govermment will effect the
:future operatlons of the A.A.E.C. ‘Although the Commission has voiced mis-
.glvlngs about the arrangement, whereby its personnel, and those of the
C.S.I.R.0., will work together at Lucas Heights, it is obliged to adopt
federal government directives. To incorporate these . directives intp its
operations, the public research and dg&elopment organization may be forced

to introduce change where, in so doing, it could lose some of its former
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éffiéieﬁc&ﬂof,lin(thé éaéé inldués{ioﬁ,'écée§t £hé.§itﬁafioﬁ fﬁaf if éaﬁ'
no longer provide a level of safety and security maintained hitherto.

What this highlights is a need on the part of govermments to proceed
with cautionrwhenvvarying the_statutory responsibilities conferred on the
public organization they have created. Foréed chaﬁge from outsidérthelr
organization, and ones which lead to inefficiency, provides grounds for an
organization to disclaim responsibility for the consequences. Government
intervention of this kind can be used by a public organization to justify

any additional expenditure incurred when reporting on the "public account-

ability" aspect of its operations.

- PURPOSE BUDGETARY STRATEGIES TO SERVE

In examining the term "budget", undertaken in Chapter 3, it was
possible to form the conclusion that it bepresented any plan for allocating
scarce resources among competing wants and needs. The drawing up of the
"budget" plan is the first step necessary in any Orgaﬁizétion, for it is
the means by which wants and needs surface within the organization. The -
next step, and to identify this step readily it can be described as the
"budgeting" process, is to reduce the "budget" plan into a series of

attainable objectives.

What becomes apparent when initiating the "budgeting" process is that

' ény selection made of attainable objectives involves. decision-making. It

+ will be recalled that the C.S.I.R.0. has adopted "strategic research
planning" as a management tool in assisting with the decision-making
process. .Prom.the C.S.I.R.0.'s experience, that Organization has concluded
that: "Strategic chmning helps to determine the merits of various research
~alternatives. in relation to the overall balance of research effort, and
provides information about the timing of new initiatives which would be. of

benefit to the'Cawwuniiy";(uo)

' The current pbaétice'f6116wed by the C.S.I.R.0. in adopting 'strategic
~research planning" goes somewhat further. than what is necessary for
developing a method for applying a "budgetary assessment"” in selecting those
wants and needs which deser&e resource support. By instituting some form of

"budgetary assessment" criteria it permits each want and need to be:

(1) treated uniformly;
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(2) ranked in an 6fdér df‘pfiofify;l
(3) analysed in detail, mainly for the purpose of comparing
unit costs or distinguishing between the types of

resources needed (i.e., human resources, equipment and

space requirements); and

(4) allotted time horizons, thereby enabling the extent of

any continuing commitment to be measured.

~ In addition, the effectiveness of objectives, which have received funding
support in the past, can be re-assessed. Some of these objectives will be
-~ nearing completion and the diminished resources needed will be reflected by

the winding-down phase.

The selection of objectives from amongst the competing wants and needs
can also be influenced by other factors which management may consider and
~ which rate é degree of préferenée,_even thbugh these . are unsuppoftable on
the grounds of rationale and logic. An example of such a choice may arise
where an organization wishés to sﬁppbrt,sdmé actiﬁity of benefit to the
local community where the organization:is situated.  Although the activity
may not yield a reasonable return on in?estment, the extent of goodwill
which will flow to the organization from the local community may outweigh
the value of obtaining a higher profit margin. What this example |
illustrates is that decisions taken are those which management believes will
realise the optimum benefit for the organization.

There isia.pfésumptidn incorporated in this approach which suggests
decision-making is based on pure rationality. However, notable theorists,
such as Charles Lindblom and Aaron Wildavsky, would not share this view.
When Incremental Budgeting was being considered in Chapter 3, six important
- characteristics Lindblom had been able to prize out of the incremental method
of Budgeting were highlighted. These characteristics are part of Lindblom's
view of decision—making as representing the application of "incrementalism',

L 41
~ or what he has referred to in popular idiom as "muddling through“.( )

Essentially, Lindblom argues that decision-making brings together a
conflict of interests on thevoné,hand,>and a corresponding variation of
information on the other; and results with the accommodation of diversified
interests through the process of bargaining. What this implies is that the
 real decision-making is achieved only when there is sufficient interest and

activism amongst those who wish to bring about change to the existing state.
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Rather than decisioﬁ-ﬁaking beiﬁg'e conscious forﬁ,eflﬁure‘réfienéiify;'
Lindblom suggests "disjointed incrementalism", or "... the process of
inerementally adjusting existing practices in order to establish or re-

Il> (42)

establish consensus among participants ...", is applied.

Decisionfmaking; therefore, can be Viewed From two stances. There are
those who would view .decision-making as a purely rational approach which
attempts to allocate resources according to economic efficiency criteria.
The incrementalists, on the other hand, would take the ?iew that:
"Decisions represent a consensus on policy reached through a political

n(43)

power-oriented bargaining process. Despite the clear distinction
between these two views, the "budgeting" process can be concluded by
combining the two approaches. The example.outlined above, where the
organization preferred to obtain the goodwill of the local community rather -
than act in accordance with pure rationality, suggests that the line of

demarcation between the two viewpoints is not as clear as one would expect.

»Thompson and Tuden, who have directed their efforts into researching
organlzatlonal decision-making, have 1solated three key elements. The

elements they have concluded aré involved 'in decision-making are:-
"(1) alternative courses of action,

(2) differential consequences of the several alternmatives

(means), and,

(3) evaluation of the potential outcomes on some scale of
desirability (ends). n(1H4)

These three elements can also be applied readily to the process of

"budgeting". The "alternative course of action" represents the wants and
needs which have surfaced when the "budget" plan is prepared. Each want

and need is in competition because all cannot be satisfied. This situation

can also be expressed as each want and need offers an alternative course of
. actioh. The "differential eonsequences of the several alternatives", i.e.,

the means, represents the extent.of resources which are available. Finally,
e the "evaluation of the potential outcomes on some scale of desirability",
i.e., the end result, represents the final choice or selection of those
wants and needs that can be satisfied from the resources available., It is

the end result which reflects the decisions taken by the organization.

Once an organization has decided on those objectives to be supported -
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tﬁeldbﬁdgéting” ﬁrbdeés’; the attainment of these éﬁjéctivésrbeéomeé‘a'
part of the "budgetary strategy" adopted by the organization. The

"budgetary strategy" could be lIncremental Budgeting, Formula Budgeting,
Planning-Programming Budgeting (PPB) or Zero Base Budgeting (ZBB). The
purpose 'budgetary strategies" serve the public or private research and

development organizations will now be examined.

THE PUBLIC RESEARCH AND DEVELOPMENT ORGANIZATION

The introduction of "strategic research planning"” by the C.S.I.R.O.

arose from one of the recommendations made by the Inquiry into that

Organization of 1978.(45) As indicated earlier -in this Chapter, the

. Organization decided that all of the research activity it pursued would be

divided into four main sections: Community Interesté; Rural Industries:
Manufacturing Industries and Mineral, Energy and Water Resources. The

advantagé of this approach is that it prescribes the boundaries for

initiating wants and needs. The approach introduces a measure of,'

efficiency even before detailed pproposals are sought for inclusion in the

"budget" plan.

Within the four main sectors determined, the C.S.I.R.0. then allocates

~a percentage of total research expenditure to each sector. During the
_1980/81 financial year the allocation of research expenditure between these

' four sectors was as follows:

Sector % Allocated

Community Interests 24,8

Rural Industries 33.6

Manufacturing Industries 25.4

_ Mineral, Energy and Water Resources .16.2
100.0 (46)

. The next step taken by the C.3.I.R.0. is to apportion this research

| - expenditure throughout the five Institutes. The position for the 1980]81

financial year resulted w1th the follow1ng distribution:

Institute % Allocated
Animal and Food Services 18.6

Biological Resources 26.7
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Institute % Allocated
Earth Resources 19.6
Industrial Technology 16.8
Physical Sciences - .18.3
100.0 47

In analysing these allocations it is not surprising to find that the
sector receiving the largest percentage of the total research expenditure
was the "Rural Industries", i.e., 33.6%. At first'glance the extent of
this allocation appears to be lost when distributed over the five Institutes.
However, by referring to the C.S.I.R.0.'s organization chart outlined in

Figure 1, it will be noticed that a number of Divisions, having a "rural

“industry" affiliation, can be detected'invthe'instituteS'of Animal and Food

Sciences; Biological Resources and Earth Resources.

A comparisén 6f the research ekpenditure distributed throughout the
Institutes for 1979/80 and 1980/81 only reveals some slight changes, but
these are significant when.related to the activity. The comparison is as

% Allocated . % Allocated % Variation

Institute 1979/80 1980/81 + -
Animal»and Food Services 18.9 18.6 - 0.3
Biological Resoufcésb ' | 16.6 | 26,7 . -
~Earth Resources ~18.3 1.6~ 1.3 -
Industrial Technology 15.7 16.8 . -
Physical Sciences 20.5 18.3 - 2.2

100.0 100.0 2.5 2.5

The conclusion which can be drawn from this is that in 1980/81 Animal

and Food Services and'PhySical Sciences received less research funds to

‘enable Biological Resources, Earth Resources and Industrial Technoldgy to
‘peceive a modest injection of funding. -The main beneficiary in. the

.Institute of Earth Resources was the Minerals Research Laboratories, where

additional resources were necessary to evaluate geological specimens

associated with mineral exploration and mining activities.

The "budgetary strategy" introduced by the C.S.I.R.0. appears to be

aimed at satisfying two main objectives. Firstly, the "budgetary strategy"




~unit provides "... an important source of information used by the Executive.

-with the gradual increase of funding inherent in the lIncremental Budgeting
-approach. It was the continuation of this approach by the Commonwealth
uGovernment which encouraged the Chairman of the C.S.I.R.0. to observe in

- the 1980/81.Report that:
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mﬁét'bé'cépéblé of écédmﬁodéting fﬁeldiﬁefsé'nétidnél éciehfifié’résééréh'
role accorded to the Organization by the Commonwealth Government. Secondly,
the "budgetary strategy” has to be flexible enough to permit change. The
types of change involved can range from the introduction of new acti&ities,
particularly those of interest to the Commonwealth'Go§ernment; or represent

either an increase or decrease of approved activities.

Having regard to those recognised "budgetary strategiés" examined in
Chapter 3, the current practice of allocating resources in the C.S.I.R.O.
appears to represent a mosaic of three such strategies. By dividing
research activity into four main sectors and distributing the propésed
research expenditure throughout the five Institutes, the approach is

sufficiently formula-based to satisfy the concept of Formula Budgeting.

The extent of investigation undertaken by the Organization's Planning
and Evaluation Advisory Unit (P.B.A.U.),(us) in performing the task of
"strategic research planning!, where it is stated that the role of this

in detenmining research policy and priorities?,(ug)

is in éonformity with
the approach used in Planning-Programming Budgeting (PPB). '
Lastly, the method used by the Commonwealth Government to fund a public

research and development organization, such as the C.S.I.R.0., is consistent i

 Mpcross-the-board cuts mean that each time the Govermment makes
a 3taff cetling cut in the Public Service, C.S.I.R.0 receives
a cut of a similar magnitude to that imposed on Govervment
departments. We believe a distinction should be made
between an organization such as ours, on which the future
growth and prospects of the nation vitally depend, and the
administrative ayms of goverrmment. It is the Executive's
belief that the national interest requires a larger govern-
ment commitment to science and technology rather than a

reductiont"(so)

The relevance of this observation will become more apparent in the

Chapters which follow. At this stage it is sufficient to register the
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point that traditional forms of "budgetary strategies' do not address
themselves to the allocation of resources peculiar to. a public research

and development organization and in a manner which satisfies government.

THE PRIVATE RESEARCH AND DEVELOPMENT ORGANIZATION

The aim of any private research and development organization is to

adopt a "budgetary strategy'" which will achieve a profit at the conclusion

of the year's trading. External forces, in the form of inflation, a
reduction in demand of the product or products being produced, the need to
replace capital equipment, and, in respect to o§erseas sales, the Qariation
in exchange rates, particularly the deQaluation of the Australian dollar,

can reverse a projected budgetary profit into an actual operating loss.

The forward planning used in a private organization needs to be designed in

~"such a way as to alert management in advance of the trends emerging.

Factors which can erode the proflt margln, such as inflation and the

'replacement of capltal equlpment are capable of being incorporated into

.‘any long-term plannlng contingency. In respect of inflation, the

publication each quarter by the Australian Bureau of Census and Statistics

of movements in the Consumer Price Index (the C.P.I.) provides trends which

‘Perlt the public organization to ant1c1pate what factors need to be built-
>1n to the estimates for the forthcoming year. If capltal equipment has
‘been amortlsed correctly over the estimated life-span determlned when the
_ equlpment was first acqulred then the organlzatlon should only be faced

with the task of "topping-up" the difference between the provision lying

in the eqﬁipmént replacement reserve and the actual cost of replacement.

.These are factors which can be quantified in monetary terms and their

effect taken into account when attempting to forecast the rate of profit

anticipated.

The main problem for the private organization is forecasting, with any

'degree‘of-aCCuracy, those matters which have a direct bearing on profit .

realisation, but fluctuate acqording to demand, or are affected in some way
by government actions. A reduction in the money supply leads to a
lessening in the demand for goods and services, If this occurs worldwide
the process triggers off a recession., The problem is heightened if

increased labour costs cannot be absorbed into the pricing structure.
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Problems of thls klnd are reflected in B H.P.'s Annual Report for 1982
In appraising the shareholders of the year's trading to 31 May, 1982, B.H.P.
... a considerable decline in profitability and the knowledge
that the steel industry in Australia, largely represented by the Steel

reported:

Diviston of the Group, is facing a very challenging period in its history.
It is, of course, not alone among manufacturing industries in Australia and
overseas in feeling the effects of world recession. Australia has been
Jfortunate in that sound economic policies and natﬁral wealth'habe enabled
it to delay the impact of recession so long. - It would be dangerously
wrong, however, to assume that we could for all time remain insulated from

world economics."(51)

This overview was based on the Company's actual exferience of the
1981/82 trading year where, it was noted,.”Opportunitﬂes'to”placé the
 Group's products in overseas markets were limited as a result of the
persistent recession in the world steel industry.  At d time of rising costs
in Australia, the strength of thé Australian dollar, ndtwithstanding its
gradual decline, did not reflect the loss of our trading competitiveness.

.. and this added to the difficulties of compet ing- in -export -markets. #(52)

The trading difficulties experienced were, in B.H.P.'s judgement, a
reflection of the prevailing local (Australian) conditions for the Company
drew attention to the fact that "Within Australia market pressures, including
a rise in steel imparﬁsi constrained prices to Zebels which did not recoup
 ¢03# increases”, and went on to single out, ”stzng Labour costs particularly
- in the coal industry, and contznuzng disruption of productzon by strikes
together with substantial under-utilisation of productzve capaczty, were

P major factors in this unsatisfactory sztuatzon."(sa)

~ Somewhat similar problems were voiced by C.S.R. in its 1982 Annual
?-fReport. C.S.R.'s trading experience was summarised as one reflecting the
nation's situation, when it proferred the view that: "Within Australid,

_ economic activity sZackened with adverse consequences for same of our

; building and construction materials. Slower economic. growth in most .

‘  exp0rt markets seriously affected the demand for and prices of some
commodities. Eaxport prices for raw sugar fell steeply and profits‘ffdmi
raw sugar milling were severely reduced. Lower export prices also
affected adversely the distilleries .. "(54)

In looking to the immediate future C.S.R. was not optimistic. It
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forecast fhef:‘ . fhe‘difficﬁli tfadihQ eendiiiEﬁs'of;the‘baét,yedr’éeéml
likely to continue.” No improvement could be_expected, according to C.S.R.,
"Until there is a significant increase in the economic growth of the magjor
industrialised countries, of which there are presenfly few positive signs,
widespread improvement in commodity prices cannot confidently be
anticipated. n(55)

When considering the likely effect of market forces on the Organization's
tradlng operation's, the C.S.R. relies on “strateglc planning" for the
development of future activities. The C.S.R. argues that: "4 strategic
planning process focuses on the goals so that their achievement is consistent
- with the Company's business philosophy. Through forecasting it also helps
prepare the Company for change."(sa) The application of "strategic planning"
by the C.S.R. as an aid to goal achievement is almost identical with the use
of this planning technique in the C.S;I.R;O. What this suggests is that the
planning phase of a private organization is not dissimilar from its counter-
. Part in the public sector. Allowing for the possibility that both the
C.S.I.R.0. and C.S.R. share common ground, because fheir‘operetions are
principally technical-in mnature; each is faced with the need to.implement

~and co-ordinate their planning so that the goals determined can be achieved.

The effectiveness of the C.S.R.'s "strategic planning" is assisted by
» the organization being divided into six divisions. The six divisions are:

Sugar; Energy-Coal; Energy~01l and Gas; Aluminium and Chemicals; Mlnerals

(57) - This is a further example of where the

- smmllarlty with the C.S.I. R 0. is most marked By applylng "strateglc

| plannlng" to long range forecasting the C.S.R. has announced that for the
years immediately ahead: ’Eupenditure on exploration and ebaluation

_programs aimed at securing new resources will be substantially reduced.”(58)

The matters outlined above have permitted the opportunity to focus on
certain planning procedures where the approach of the private organization
is similar to that applying in the public organization. The main difference
- between these two types of organizations appears to rest on the motivating
factor. With the private organization each goal determined is aimed at
maximising profit. Whereas, in the public drganizatien the prime pubpose

is to perform government nominated functions and provide a public service.

Where the private organization outlays expenditure on research it is

usually written-off in the year incurred. The C.S.R. adopts this approach
- (59)

for research and product development expenditure. " On the other hand,
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E.H.P. éléé aiéfiﬁgﬁisﬁeélbétﬁéeﬁ ésfébiiéﬁea 6§e£a£ioﬁsléné ﬁéw,véﬁtﬁrés.'
The approach of B.H.P. is that: "Expenditure for research in respect of
established operations is charged against earnings as and when incurred on
the basis that continuing research is part of the oberaZZ_cost of being in
business. In the case of subsidiaries principally engaged in research
activities, expenditure is initially capitalised in the accounts of the
subsidiary for subsequent amortisation or write off when the success or
otherwise of the venture is established. n(60) For the year 1981/82 the
amount outlayed by B.H.P. on all.its act1v11:1es for exploration, evaluation

and development expenditure, amounted to $M86.2, as compared to $M63.9 for
1980/81. (61)

Govermment incentives, in the form of mining and oil eXplqration
- concessions, depreciation allowances on capital equipment. and export grants,
encourage the writing-off of research expenditure in the year it is
incurred. Any "budgetary strategy" adopted by a private organization needs
to be capable of isolating those costs and, yet, reveal to management costs
which are directly associated with production. The importance of separating
these costs' is that this information is needed to -aid in-fixing the selling
price of the goods being manufactured. Formu]a Budgetlng offers one means
by which resources can be allocated throughout the organization, according
to the anticipated cost of producing the goods. However, unless research
| and development support is fixed as a percentage of the cost of production,
the formula approach is an inefficient means of financing research and
‘deVéibpmént. This apprdéCh encompasses all the defects of "incrementalism',
"because it is not capable of channelling resources into those areas having

the most need

The adoption by C.S.R. of "strategic planning" suggests the "budgetary
strategy'" of Planning-Programming Budgeting (PPB) would prove more
écceptable. vThe main advantage the PPB "budgetary strategy" has to offer‘
"the private organization ié‘that the planning approach is management
. orientated. The tendency private organizations have to be more bureau—
cratic in the conduct of their operations, con81stent w1th Weber s
bureaucratic model theory, supports the use of a "budgetary strategy",
where the planning undertaken is centralised at management level. PPB
would also prove capable of incorporating a research and development

component in each activity approved.

The reluctance of Australian private research and development
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organizations to reveal their "budgetary strategies" adopted precludes any
worthwhile in-depth comparative study and analysis. .Despite this short-
coming, Australian private organizations are contributing significantly to
research and development, and some of the notable achievements will be

mentioned in Chapter 6.

In the meantime, rather than proceeding in a speculative mode, the
remainder of this dissertation will concentrate on the budgetary application
for allocating resources used in Australian universities and public research

and development organizationms.

- SUMMARY

The purpose of this Chapter has been mainly to identify the prime
differences between a public organization from its counterpart in the.
private sector. The first major difference noted was that a public
~ organization is established by government to fulfil a particular purpose
and service the needs of sociéty within the parameters of the organization's
expertise. On the other hand, the pfiQafé 6rgénizétién“is:eéfablishéd‘to"
earn a profit, which is shared amongst the organization's shareholders in
the form of dividends, or the consolidation of its sphere of operations.
 The difference between these two approaches determines an operational

philosophy which is distinctive and quite separate.

_ ItialSO»bécame apparent that the public organization has certain
 a requnsibilifies to the goVernment which created it, e.g., "public account-
abilify". Furthermore, the government can influence directly the operations
of the public organization by varying its functions or the money supply.
While the private organization enjoys the capacity to redirect its
“]operatiéns, the majority of changes made are, by and large, the result of
external influences, e.g., world recession, dwindling overseas markets,
increases in labour rates or variations to government incentive schemes.
Both types of organizations, it was noted, had to be flexible enough
"to cope with changed circumstances. Restructuring the organization,
introducing proven planning techniques, redirecting effort into more
profitable or rewarding activities and improving the communication flow,
both within and outside the organization, were some of the methods described

that have been introduced to combat the effect of changed circumstances.
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When the allocation of resources in either a public or private research

and development organization was examined, it became evident that there were

| some similarities. The immediate dichotomy noticeable, on the other hand,
{ was the service versus profit motives existing between the two types of

organizations. In addition, it has also been noted that the reluctance of

private organizations to divulge details of their "budgetary strategies”
has led to problems when trying to compare the resource allocation
effectiveness of the two types of organizations concerned. Ne&ertheless,
resource allocation principles used in either type of organization do share

common ground if allowance is made for a service or profit situation.

In concentrating on resource allocation methods appropriate for a

. public organization, what began to emerge was the inability of traditional

; Forms of "budgetary strategies'" to satisfy the needs of the organization

. and the government which created it.

The problems associated with persuading private organizations to reveal

* their "budgetary strategies" encourages the remainder of this dissertation

E‘to'concentrate on the approach to resource allocation practised in

¢ Australian universities and public research and development organizations

5 established by the Commonwealth Government, Chapters 5 and 6, which

+ follow, will be devoted to the problems encountered by these types of

ﬁ'organizations in allocating resources amongst research and development

. activities. In particular, Chapter 6 will contain details of a budgetary

; mbdel‘likely to prove of more relevance to the funding of research and

- development activity.
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CHAPTER 5

... BUDGETARY PROBLEMS ENCOUNTERED BY PUBLIC RESEARCH.
AND DEVELOPMENT ORGANIZATIONS

The focus of this Chapter is on some of the problems a public research
and development organization encounters when developing the budget for the
following accounting period, usually that period which concerns the next

twelve months of the organization's operations.

In the previous Chapter the point was made that the "budget" plan
amounts to a "shopping list" of the wants and needs which haQe surfaced
throughout the organization. The wants and needs - the "bids" - are those
activities that their initiators regard as warranting a share of reséurce
allocation when a budgetary distribution is being formulated. Once the list
of wants and needs is compiled the next step for the organization is to
process and apply the "budgeting" process, whereby the '"bids' received can
be scheduled and placed in some ofder which emphasises those objectives

qonsidered to be attainabie.

The fulfilment and the dégree of séphistication exefciéea in performing
the “budgétafy“‘pfoéeés of a public reséarch and development organization’
‘can be influenced by a number of factors. .Perhaps the two most important
of these are: (1) the extent by which the "budgetary assessment" process
- is used to compare and rate competing "bids", and (2) the personal style and
_apprbéch of those who are empowered to make decisions which commit the

organization to some future course of action.

Of these two faétqrs the matter of leadership appropriate to an
Australian university situation warrants clarification. It will be recalled
that in Chapter 2 the evidence submitted supported the conclusion that
Australian universities are complex organizations where special features are
embodied in a pluralistic operational system mode. What is also noticeable
is that the approach to decision-meking under the collegiate system is‘ ‘
"different from that applying in a public organization structured aléng more

- formal bureaucratic lines. .

It is necessary, therefore, to clarify or enlarge on the influence
these two factors can have on the "budgetary assessment' process because

this will assist later in placing other budgetary matters associated with

(106)
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an ‘Australian university -or public research. and development organization

into their proper perspective.

The task of undertaking the "budgeting" process can be assisted greatly
by adopting some form of "budgetary assessment" process as an aid towards
selecting those wants and needs which deserve resource support. It was
noted that organizations, such as the C.S.I.R.0. and C.S.R., ha&e expanded
their "budgetary assessment" process by establishing a team that has been
given the responsibility to engage in "strategic research planning". The
C.S.I.R.0., for example, defends the application of strategic planning on
the grounds that the merits of each research activity can be judged in the
light of the organization's overall research effort, and time sequences can

be forecast more accurately where new research activity is to be introduced.

There is a tendency to prejudge strategic planning as a further filter
device during times of financial stringency. The argument in support of
this conclusion is advanced on the assumptlon that resources available in a
"no growth" 31tuatlon w1ll requlre severe pruning amongst many of the "bids"
which have been nomlnated. An alternative approach in support of the place
of -strategic planning.in ‘the. overall planning process.emphasises the\&elue )

of this technique as a management tool to aid the decision-making process.

Careful planning enjoys the ad&antage of looking more to future
~activities for the purpose of noting those which can be scaled down or
phased out. In a "no growth" situation the scaling down or phasing out of

) an ex1st1ng research act1v1ty prov1des the opportunity for a new research
act1v1ty to be 1ntroduced What is of 1mportance to the public or prlvate'
research and development organization is the establishment of adequate lead-
time.fer the phasing in or the phasing out of research activity. Strategic
- planning, therefore, introduces a systematic and long-term approach to the
"budgeting" process and provides a means of research activity surveillance

which is more adept to cope with changing circumstances,

Unlike the private research and development organizetion, its counter-
- part in the public sector is not required to. adopt a "budgetary strategy"
4‘a1med at ach1ev1ng a proflt at the conclu31on of the year's trading. Ne&er-
theless, the publlc research and development organlzatlon has to satisfy
other forms of measuring goal attainment which are equally as crucial as
achieving a profit. Perhaps the difference between measuring the results

obtained by public and private organizations is best illustrated by
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reférence to the distincdtion made by Leée'and Johnsén. ' In respect to the’

private organization: "Profit and loss measures provide the private sector

with an index of the results of decisions and thus enable owners to hold
(1)

n

managers accountable’.

On the other hand, for the public organization, as it represents an arm
of government, the results achie&ed in expending public monies are sheeted
home eventually to the budgeting applicatioﬁ._“As Lee and Johnson point out:
. "Budgeting is one means by which gobernment may be held accountable for its
. actions, and accountability is essential to the concept of limited gobern-

. ment. Through budgets, the electorate can obtain information to assess the

§ quality of decisions made by political Zeadersb.(2) To a large extent the
.organizational character of a public organization, where a chairperson or
executive projects the image of the organization to the public, reduces the
need for political leaders to justify actions initially. Any criticism of
sla public organization would eﬁentually have to be answered by the responsible
f minister; however, the amount of time which would have elapsed from when the
-criticiSm was first voiced until the mihisfef fesponded wduld:prové of Qital
‘importance‘in preparing an appropriate febuttal,,nLater in this Chapter, the.
need for a public organization to practice "public accountability' will be

discussed in more detail.

When viewed in the organizational context a university presents a number
of difficulties and not least of all is the vexed problem of how to measure
its goal attainment. It was this particular problem which encouraged
 Baldérst6n to veach the conclusion that: "The general goals of a university
‘are shrouded in vagueness. By common consent, there are several goals, but
. there is not consensus among those concerned with universities about the
| relative importance of the goals, the interdependencies among them, or ways
" of measuring attainment of them. "3

Thé difficulties which arise in the operations of a complex university
are maghified becauée the social structure of the univeréity's organization
is "pluralistic". In examining the pluralistic approach eQident.at most
complex universities, the researches undertaken by Baldridge regarding the
New York University (N.Y.U.) situation which existed towards the end of the
1960s provide strong a priori evidence that similar situations could exist

‘at complex uni&ersities elsewhere. What caused concern at N.Y.U. was the

philosophy of approach which encouraged that University to accept large
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numbers’ of ‘relatively poor students and then fail many' of ‘them. ' The
professoriate of the liberal arts area objected to applying standards that
lowered the University's student quality. By applying case study
methodology Baldridge uncovered a number of features where each, in some
form or other, contributed to ‘the operational dlfflcultles experienced. ( )
He found, for example, that N.Y.U. was fractured, dlv1ded and complicated
by interlaced networks of authority, status, professional outloock and

special interests.

The complex social framework had encouraged the emergence of loose and
ambiguous power. This had permitted extreme specialisation, extreme
~ fragmentation of values and extreme complexity in its structural arrange-
. ments. In short, Baldridge was able to conclude that "... because the
social structure of the university ts Zoose, ambiguous, shifting, and poorly
‘defined, the power structure of the university is also Zoose, ambzguous, |
shifting and poorly defined. n(5)

At N.Y.U. the formal organizational structure encompasses a collection

of colleges, schools, institutes and departments, many of which enjoy some
degree of autonomy and-independence. The extent of~orgaﬁizatidnal«diﬁersityn
'SUggests difficulties were bound to emerge if an attempt was made to
co-ordinate the structure as a whole system because the power conflict
‘generated would assume different and varied dimensions. What Baldridge
observed was extraordinary role conflicts arising from ha&ing a multi-
‘layered bureaucracy, where certain facultybstaff had to perform different
' roles at the same time. This led to the development of contradictory
.fexpectations. A furthér complication, which added to the widespread
'conflict, was having parallel authority structures in the University's
'bureaucfacy_- the bureaucratic network on the one hand, and the professional

" network on the other.

Contradictory expedtations éncouraged the establishment of a system of
subcultures where the aim was the satisfaction of divergent goals. As
Baldridge points out, values unify when people hold them in common but
values fragment the social structure into small subcultures when there are

. many different competing goals.

The N.Y.U. experience provides a useful backdrop for considering the
situation which has developed at Australian universities. In Australia,

the chief executive officer of a university is the Vice-Chancellor. As the
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operations of dn’ Australian university become more compléx it ‘séems reason-’
able to postulate that the complexity of a vice-chancellor's duties will
increase in sympathy. Past practice suggests appointees to a position of
vice-chancellor are required to have a distinguished academic record, a deep
understanding of teaching and research, some administrati&e experience -and
an ability to relate harmoniously with others. When these attributes are
examined what becomes apparent is the extent of personal qualities necessary

to fulfil the tasks expected of a vice-chancellor.

With emphésis being placed on perscnal traits or an individual's
persconality, appointments which rely on these characteristics encounter
difficulties in satisfying the conclusions reached by Herzberg. Adopting
the "human relations" approach of organizational theory, Herzberg has
devoted much of his research to the study of job attitudes and staff
selection techniques. From his researches Herzberg forméd the view that:
"If one structures the jobs properly, one must also structure the selection

process properly".(e) He came to the conclusion that it is necessary ”...

- to shift the emphasis'f?om peréondlity'tb'theiattempt to match an individual's
work capacity with work he will be needed to do. This demands a continued
close analysis of the actual kinds of abilities needed for each job and an

equally close analysis of the potential abilities of applicants for work."(7)

‘A different approach is taken by the theorist Alvin Gouldner. Gouldner
would consider the appointment of a person to the position of vice-chancellor
- in terms of»ﬁanifest and lafént»roles. In respect of manifest roles Gouldner
 would maihtain‘fhé’oohéept "_.. focuses on the manner in which group norms
' yteld prescribed similarities in the behaviour and beliefs of those
pérfbrming the same roZe'Q(S) but he would recognise ”... that latent
f  identities and roles are important because they exert pressure upon the
. manifest roles, often impairing conformity with their requirvements and

 endemicaZZy threatening the equilibrium of the manifest role system."(g)

Avperson éppointed fo'the position of vice-chancellor must, in Perrow's
: -view, be appropriate to the circumstances. In this respect Perrow argues
that: "... leadership is specific to the circumstances and the tasks
demanded bf the leader" and "... in the formal organization is a highly
relative process, with different combinations of supervisory-leadership
skills and practices being required at different levels of superbision in
‘the same organization and at different times in the life of an

organization."(lo)
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. In.selecting a. vicerchancellor the.selection.committee will normally.
consist mainly of academic staff who would regard the matter of leadership
necessary for an appointment of this kind as one which ... stems from the
inter-action of the group members out of which group goal-seeking behavior

n( 1)

emerges. However, if this approach is interpreted along the lines that
interest groups will endeavour to maintain their influencé in a particular
power base by ensuring one of their own kind is appointed to a position
where that power is exercised, it is not inconsistent with Gouldner's theory
of group tensions. Once an academic member of staff is ele?ated to the

position of vice-chancellor a change in roles occurs, for each no longer

n(12)

" Further-

-+ share complimentdry expectations about each other's role.
more, for the appointee to the vice-chancellorship what may ha§e been latent
roles in the past may become manifest roles on- assumlng the duties of the.
“new position. For the academic members of the selection commlttee Gouldner
would reason "... that people playing szerent manifest roles may be
performing similar latent roles and, conversely, that those performing the

same manifest role may be pZayzng tﬁferen t. latent roles.”(ia)

Herzberg would not be conv1nced with this approach. Based on his
premlse that ... Zeadersth ie a characteristic of the individual who
exercises it ...", he would go on to argue "... that a leader will be able
to lead a given group only if the characteristics of this group are such
that this kind of peréon_oan be its leader, and if the group accepts this

n(1t) In the case of a vice-chancellor the group involved is the

leadership.
university as a whole, that is, the students, the teachers, the researchers

- and the general staff.

There are several points that can be extracted from the theories
advanced by Gouldner and Herzberg which are relevant to issues involving the

process. of decision-making in complex organizations, such as an Australian

- university or public organization. The pluralistic system, inherent in the

organizational structure of a university, needs to be taken intol
consideration because of the special organizational problems a system of
4this'kind'genérates;
The first point is associated with Gouldner's theory of group tensions.
In Chapter 3, when the composition of the Executive of the C.S.I.R.0. was
examined, attention was drawn to the requirement contained in Section 11(4)
of that Organization's Act for fi&e members out of the total Executive

membership of eight to possess scientific qualifications, This requirement,
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where -a majority of the Executive ave.scientifically.qualified, reinforces
the thrust of Gouldner's argument in that interest groups will endeavour to
maintain their influence in a particular power bdse. On the surface it
seems logical and reasonable for decisions to be made in a scientific
organization by those who are scientifically qualified and, by implicationm,
are better suited to appreciate the relecance of research acti&ity. HoweQer,
despite this conclusion, it is equally logical and reasonable to conclude
Gouldner's theory is being upheld by a particular interest group - the

scientists.

The second point relates more to the process of decision-making
necessary at an Australian university and lessons that can be learnt from
the experience of overseas institutions, particularly those aspects which
involve role influence and role attainment. The experience of errseas
1nst1tutlons can assist with the future planning of Australian universities
and moreso today where Australian vice-chancellors are expected to perform
exacting roles at a time when many are questioning the practicalities of a
university education. Baldridge's case study of N.Y.U. highlighfs the
problems encountered by an overseas complex univer31ty. His study can serve
‘as a model of the c1rcumstances Australian unlver51t1es ‘should take steps to

avoid in the operations of their individual organizational structures.

» During the course of undertaking his case study of N.Y.U. Baidfidge
detected that the "school ofiopportunity" ideal.was'being challenged from
within that University and blamed as the root cause for the sustainment of a
system where low admission standards led to high failure rates.  On the -
external front N.Y.U. was having to compete with newly-emerging public
~ educational institutions which charged small tuition fees. The future of
‘N .U, depended on adequate resources, students and social 1nfluence. To
recover lost ground N. Y U. had to devise a new image which would serve the
educational needs of students and the organizational needs of the
Uhivefsity.(ls)
~ When James Hester was appolnted President of N.Y.U. in 1962 he

included the future of the Univer31ty as one of his immediate priorities.
Hester's appointment coincided with a request received from- the Ford
Foundation for N.Y.U. to seek a comprehensive depelopment grant. The
development of the proposal to place before the Ford Foundation 1nvolved
the establishment of several committees where numerous faculty bodies were

also invited to submit proposals. When each of the proposals were examined
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what ‘was noticeable was the different interpretations various sections of

(16)

the University placed on N.Y.U.'s future educational role. The most

notable divergence of opinion was the attitude of the members of the

~ faculties towards the administration and vice versa. The faculties argued

that decisions were taken by administrators without consulting the
faculties, while the administrators counter-argued that faculty responses

were too parochial and failed to adopt a university overview.

The proposal submitted eventually to the Ford Foundation secured the

necessary support and: "Ford responded generously, expressing strong

n(17)

confidence in the plans. The critical decisions associated with the

proposal had been taken by a small group of top administrators. These top

- administrators at N.Y.U. "... felt ... they had a broader perspectibe from
which to view the problem than most of the faculty, and therefore it was

their duty to move into the situation as the Key change agents’ n(18)

President Hester was advantaged because 1n-seek1ng to achieve change he had
the backlng of a strong administration Wthh, in 1tself can be viewed as
representlng one of the crltlcal elltes then ex1st1ng at N Y U |
’ The“NLY.U.‘caée”Study pﬁovidés“a'deép"inéight"intO'the'étudy"of:
organizational change. External e&ents created the need for change. While
acknowledging that in any large organization groups of elites will have
divergent goals and different perspecti&es of the organization's future

image, the development at N.Y.U. enabled Baldridge to observe that: "It is

always crzttcal to examine the issue of whose goals and zmages of the future
n (19) ‘
_are bezng used as a basis of action.

~ There are 01rcumstances associated with the N.Y.U. experience which the

Australlan educational planner should heed. With financial allocations to
{ Australian universities being co-ordinated by a Commonwealth Government

_agency, the situation does not arise in Australia where one university has

to compete with another to the same extent as N.Y.U. had to compete with
nearby public universities, The main point of relevance for Australian

universitieé is to develop a philosophy of approach which crystallises the

‘main roles an Australian university wishes to fulfil, Such an approach

assumes greater importance where a university has a special commitment to

research, as distinct from teaching.

By developlng an organizational philosophy, someWhat similar to the
”bu31ness philosophy" of the C.S.R., an Australian university would

establish a statement of intentions recognised readily by all sections of a
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campus éoﬁﬁuﬁifj.' The next step would be to improve the communication
flow. If Gouldner's theory of group tensions is upheld as valid, then the
complex organizations must recognise that tensions will increase where
interest groups fail to interact frequently. When this rationale is super-
imposed on a university en?ironment, the importance of fostering close
interaction between faculty members and the administration assumes wider
significance. Each of these groups needs to be aware of the other's
attitudes and the reasons why these attitudes ha?e emerged, A closer
:working relationship between faculty members and the administration must
lead to the attainment of greater efficiency and effectiveness in fulfilling
the goals determined by a university. Closer interaction between these two
_groups would go part of the way to change the social structure of an
~Australian university which, in Chapter 2 it was noted, Dufty had described
as "loose,rambiguous, shifting ahd poorly definéd". Similar ferminology

 had been used by Baldridge to describe the situation at N.Y. U'(ZO)

The responsibility of bringing these two critical grqups together in
‘an Australian university setting rests with the vice-chancellor. A vice-
chancellor needs to- recognise-that-for rapport- to be established .amongst -
these two gfoups, trust and the mutual recognition and acknowledgement each
group has for the other is the only approach the uni%ersity‘s obligations
can be fulfilled efficiently and effectively. Consequently, the role
identification the campus community bestows on a Vice-Chancellor will play

an 1mportant part ln the acceptance of his or her leadershlp.

‘ If anythlng, the N Y U. case study brought home an 1mportant paradox.
What commenced as an exercise aimed at improving N.Y.U.'s external image
" and its ablllty to compete with adjourning public universities, ended up
exposing fhe'extent of bitterness which existed within the university itself
 beéause of the divergent attitudes of the el%te groups. .. Although the
ciréumstances afe diffébent, the buildup of general staff working in
Aﬁstralianvuniversitiesvsince World War II provided a situation where the
universities were slow to respond and the eventual outcome led to _
irreversible change. This development requires further explanatlon because
fhe cost of general staff is one of the ingredients in preparing budgets of

research activity undertaken at Australian universities.,

When John Dedman, then Mihister for Post-War Reconstruction and

Minister in charge of the Council for Scientific and Industrial Research,
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introduced the Australian National University bill-into the House ‘of -
Representatives on 26 July, 1945, he reminded Australians, in outlining
the federal government's plans, that the country would ha&e to rely more
on producing its own academic teachers and researchers in the future.(zi)
As the facilities for teaching and research increased so did the demand for
the manpower to service these facilities; This led to a proportional
buildup in the number of general staff an Australian university required

to meet the expanded needs of teaching and research. By 1980 general staff
represented 60% of the total staffing at Australian universities or 12

general staff for each academic researcher or teaCher.(zz)

Until the 1970s general staff had been relatively passive on the
campuses of Australian universities. Conditions of ser&iee and rates of
pay had, in the past,.been arranged usually along the lines of "gentlemen's
agreements". It is‘likely that this.praéfice would have continued
7 unchallenged if university policy-makers had kept abreast of the times and
introduced conditions of service and rates of pay more akin to those
.applyingithroughout the community. The management of Australian universities
of the late 1960s ignored, or were ignorant of, external changes of inter-
connecting factors. This parallels the conclusion Emery and Trist reached
in the early 1960s following their study of a United Kingdom food-canning

company, mentioned in Chapter 2.

" The concessions gained by students during the latter half of the 1960s
‘after they had sought greater representation on university decision-making
committeés(23) had not gone unnoticed by the general staff. The -
"frustrations being experienced by the general staff also led to them
demanding representation on the Councils or Senates of Australian

universities.(2u)

Allied to this was the desire of general staff to become
‘more involved in campus life and to seek improved conditions of service and
‘rates of pay similar to contemporaries employed elsewhere in the public
sector. All of these aims have now been achieved but it cost universities
the freedomvto operate independently. The activism of the general staff
may also have encouraged the academic staff, represented by the Federation
of Australian University Staff Associations (F.A.U.S.A.), to become more
active on behalf of their members, particularly in presenting submissions

to the Academic Salaries Tribunal.(25)

What would interest theorists, such as Herzberg, is that the group (the

campus community) had now become more diverse. The group aspirations had
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been increased and ‘these would ‘add to the requirements & leader of such an’
organization (a vice-chancellor) would need to satisfy all segments of the
group. Gouldner would also recognise that the manifest and latent roles

perceived within the group had changed.

The demand for participation by all segments of a campus community and
the growth of Australian universities since World Wer II diminishes the
prospects of universities continuing as collegiates, Neither can
universities be regarded as bureaucracies in the ofganizational sense
because their policy formulation systems do not accord with the bureaucratic
- approach. Despite the difficulty of categorising a uni&ersity in

organizational theory terms this problem is not one which effects budgetary
preparation. The selection of those wants and needs that the resources
available can finance may need to be subjected to a wider filtration through
the committee system than would apply in a private orgahization. Further-
‘more, the application of formulae, such as EFTS or WSU, when determining
under-graduate teaching allocations, pro&ides the means for calculating the
>level of funding needed in a uni&ersity‘feaching area, based on the student

intake for each .course.offered.

The factors outlined above have had both a direct and indirect impact
on the budgetary planning undertaken at Australian universities over the past
&ecade. They will continue to do so and, for this reason, a sound grasp of
their long-term implications on the budgetary process is necessary. To some
'eXtent their effect»wiil be masked, in cost terms, when a uni&ersity is
_ peseing fhfeughba growth phase; At the other end of the spectrum, when
”financial_stringencies are Imposed on a university, the factors referred to
. will become more recognisable. At this stage the section which follows will
 coneentrate en.a growth situation where, it will be noticed, the budgetary

problems appear to be minimised.

PROBLEMS MINIMISED IN A GROWTH SITUATION
7 At first glance the title selected for this section would appear to be
~a contradiction. A more reasonable and 1ogica1 assumptioniwould be that
‘growth creates innumerable problems. However, when the growth of the
Australian university system is reviewed it is possible to detect two

distinct phases. The first phase is the slow rate of growth which occurred

throughout the Australian university system up to the commencement of
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World War II. ' The 'sécond phase, which followed' in ‘the’ wake' of ‘World War ‘II,
was one where an immediate acceleration of uni&ersity activity was
pronounced. It was the second phase which placed considerable strain on the
resources Australian uniﬁersities had to offer. Gradually, the rapid
acceleration of growth in the immediate post-war period settled down to a

steady rate of expansion.

The growth which took place during these two phases involved three
essential elements: (1) students; (2) facilities, and (3) funding. Although
this dissertation addresses itself more to the funding aspects of these two
growth periods, "students" and "facilities" are the two key elements which
have a bearing on how funds were apporticned throughout the Australian
university system. To understand the funding aspect it is first necessary
to be familiar with those components of uni&ersity life that exerted pressure

on the resources available.

This section will, therefore, be divided into two parts; The first
 part will consider those factors which affected the growth of Australian
universities to a point reached by the mid-1960s. The second part will
analyse how growth can' discourage the effecti&e-use-of"availablevresources~
and mask inefficiencies. What will also be demonstrated is that during
sustained periods of growth, expansionism is accepted as the norm and, when
stringencies are imposed on rescurce allocation, the period of re-adjustment

within the organization creates tensions which can lead to conflict.

It will be recalled that in Chapter 4 brief mention was made of the
- various guises the Commonwealth Government had used prior to World War Ii
‘1fQ channel_sbme'funding into activities of an educational nature. The
Cohmonwealth_Governmenf's involvement in education, mainly at the tertiary

level, will now be considered in more detail.

Prior to 1936 little financial assistance was. provided by the Common-
wealth Goﬁerhment to Australian universities. No provision exists under the
Constitution of the Commdnwealth of Australia for the federal go&ernment to
‘act on matters which condérn’education per se, - In his work on the
Australian Constitution Sawer points out that education is an issue'which iS;

(26)

subject to State regulative control. However, neither of the States had
made education an issue within a constitutional context, It was through
matters which involved defence or repatriation benefits that the Commonwealth

Government channelled funds into activities where education received a form
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of spin-off.  Several examples will help illustrate this point.

The establishment of training academies at Jervis Bay (Na&y), Duntroon
(Army), and Point Cook (Air Force) were debated in the Commonwealth
Parliament on the grounds that they pro?ided facilities for the training of
cadet-officers and was part of anointegrated scheme to adhieVe a state of
preparedness for Australia's defence. Similarly,vfhe cadet training corps,
| established at schools and colleges throughout Australia, were a feature of
the various national fitness programmes approved by the Commonwealth

Parliament, but Australia's defence was, obviously, one of the important

considerations. This latter point is reinforced by the fact that the

: Commonwealth Government also met the cost of ammunition used on training

. (27)
exercilses.

In late 1917, the Commonwealth and States agreed on an arranagement

whereby the Commonwealth Government would meet the cost of salaries and

running expenses the States were to incur in providing additional technical
aducational programmes as part of the plan to reeestablish ex—sehﬁicemen

when discharged at the end of World War I. A further initiative taken by the
Commonwealth Government was the introduction of the ‘Soldiers' Children
Education Scheme in 1921. The aim of this scheme was to assist in the
financing of children of ex-servicemen killed in action or incapacitated by
war service to pursue. an industrial, commercial, agricultural or professional
occupation. The introduction of the scheme was argued on the grounds of the
Cdmmqnwealth Government's obligation to provide repatriation benefits, rather

_thén“thé éduéafiohalvadvéntage the scheme would genefafe;(28)

The Commonwealth Government weﬁt much further in 1936. It decided to
_maké an annual grant available to assist with research in the physical and
biological sciences. However, with the advent of World War II, financial
grants.weré offeréd by the Commonwealth Government to students at Australian

(29)

| universities because of the urgent need for technically trained people.

| i | The position Australian universities had reached by 1939 was: six
. Australian State uhiversities'and'two university colleges;(so) the emplojmént
of 1284 academic staff;ga;) and a total student enrolment of 14326;(32) By
-way of comparison, 41 years later (i.e.,, 1980), enrolments at Australia's

| 19 universities had increased to 162484.(33)

Towards the end of World War II, the Cqmmonwealth Reconstruction

Training Scheme (C.R.T.S.) was introduced by the Commonwealth Government for

-
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the purpose of permitting ex-servicemen and women to train at the tertiary’

level.(au) This arrangement enabled the Commonwealth Government to pay to

Australian universities the fees of ex-service personnel who had taken
advantage of the opportunity to enrol in degree or diploma courses. Further-

g more, grants made available under Section 96 of the—Constitution(as) were

% given to the States "... to assist with the greater recurrent and capital

- needs of the universztzes."(3 )

This serves as a further example of where
the Commonwealth Government was, indirectly, able to increase its
. contribution to Australian tertiary education through the commitment it had

- made to ex-servicemen and women under the C.R.T.S.

At this point what becomes evident is that from the end of World War I
until 1939 the growth of the Australian university system was steady but
unremarkable. Some form of Commonwealth Government funding to the system

‘was noticeable but, until 1936, insufficient to have had much impact.

The Commonwealth Education Act, 1945, apart from establishing the
Commonwealth Office of Education, also envisaged greater participation by

(37)

the Commonwealth Government in the field of education, the Constitution
nofwithStanding. ‘One’ 6f the consedquences of this Act was the introduction =
of the Commonwealth Scholarship Scheme to benefit young matriculants. As
mentioned briefly in Chapter 2, this financial inducement, coupled with
intakes qualifying under the C.R.T.S., created a rapid expansion in
unlver81ty enrolments - 1946 was twice that of 1939 - and rose a further
25% by 1948, (38)

_where 1948 represented an increase of 150% on the 1939 student enrolment,

The growth pattern in respect of student numbers alone,

is sufficient to indicate that problems would arise in the Australian
- university system unless the increase of student numbers was not matched by

an increase in funding and facilities available.

The upsurge of student enrolments at universities following the end of
 World War II is not peculiar to Australia. In the U.S.A, the G.I. Bill of
Rightsv(Serviceman's Readjustment Act, 1944) was similar to Australia's
C.R.T.S.. Many American ex—servicemen and women:also wished to obtain
:\tralnlng at the tertlary level and, by 1946, student numbers in the U.S.A.

e had increased by 57% above ‘the 1939 flgure.(sg) The etraln pleced on the
unlver81ty system by these exceptlonelly high enrolments is expressed
vi?idly in an American account of the period where the observation was:
"Portable dorms mushroomed on the campuses in the form of Quonset huts,

trailers, prefabricated houses, and hastily converted barracks. #(40)
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' The American account goes on to indicate that few veterans were able to

participate in the traditional extra-curricular activities universities had

{ to offer. It would appear the allowances paid to veterans were minimal,
hardly sufficient to meet accommodation and liQing expensés, with little or

- no money to meet the costs of non-essential actiﬁities, The aim of most

é veterans was to complete chosen courses in minimum time. Lee also>goes on

; to point out that the attitude of many American Qeterans was that: ”Habing
E'Just put up with the discomforts imposed upon him by mtlztary thé, he was

- willing to put up with it for a little longer. Tp(41)

This period of American educational history would suggest that Qeterans,
_ the forerunners of the present-day mature-age student, openly ?oiced
criticism of lecturers who they believed failed to perform adequately.

Sidney Borrell's obser#ation quoted in Lee's research, would lead a reader
to conclude that: "... the student veteran hated cant, wanted to understand
what he heard, and fully expected his instructors to have thzngs thought out
carefully before stepping into a lecture room.”(u ) This expectation could
have been formed from the veteran's experlencevof bfleflng sessions prior

_to ‘proceeding on- a mission: during the war.years.. Nevertheless,. observations.
of the kind made by writers, such as Borrell, could also incorporate the
application of current day thinking on the events of the late 1940s and, for

this reason, may not be an accurate presentation of the true situation.

Regreftably, the writer's research has failed to locate any authoritative
publlshed work of the attltudes and experlences of C.R.T.S. students. From ‘
_personal dlscu351ons w1th a number of former C. R T.S. students, the writer
‘has gained the impression single students were better situated financially
- than the married student with a young family. Furthermore, where the married
student ﬁas the only income earner, the writer has been told that the
allowances were 1nsufflclent to meet the costs of commuting to and from the
un1vers1ty campus, purchase text books (1f these were available, and more -
j-expen51ve for aistudent studylng law or medicine), feed and clothe a family.
Consequently, the married student in these circumstances was obliged to use
savings (deferred pay was the usual source of funding), borrow from . .
i felatives or friends or simply go without, However, there appears to be no
evidence amongst Australian Qeterans that they were critical of lecturers
~along the lines suggested was the American experience. Having been
subjected to rigorous discipline for the past few years, it would seem

reasonable to conclude the majority of veterans were reserved, but enjoyed
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participating in Australia's university 'system of 'the time. -

The strain placed on the Australian university system by the high influx
i of students during the immediate post-World War II period encouraged the
| Commonwealth Government to establish the Mills Committee in 1950 for the
v purpose of proposing a course of action aimed at assisting State universities

overcome their funding and facilities problems.

One of the most important recommendations made by the Mills Committee
was the method of future fundlng to Australian universities. Two leeels of
funding were proposed. The first level was ... based on weighted student
numbers to enable universities to meet exzstzng commitments, and 'second
level' grants to enable universities to deveZop their services and research

and to raise academic standards.”(us)

However, the second level grants were
geared to a formula that the Commonwealth Government would contribute £1 for
every £3 a university received from fees and grants from its State go?ern-
ment, after disallowing that income whlch was derived from first level
grants.(u+) These recommendatlonsrwererlater enshrlned in the State Grants
(Universities) Act, 1951, and continued to apply until the end‘of 1957.

‘. ‘A situation had now been veached where Australian universities were
able to move towards erecting permanent buildings to replace the makeshift
facilities of the late 1940s and early 1950s and increase their staffing
eomplements more in keeping with student numbers. The establishment of the
Australian Universities Comm1531on (A U.C.) in 1959 enabled that
'organlzatlon to act as the co—ordlnator of resource dlstrlbutlon amongst

3Australlan unlver31t1es during this expansionary perlod and beyond.

An examlnatlon of the Australian university system for the period 1951
to 1965 1ndlcates substantial growth. By 1965 a further eight universities
! had been founded (45) student numbers had grown to 83349,(46)
~wealth Govermment financial support to Australian universities, in the form

of grants, had increased to 364537000.(47)

while Common-

Problems had arisen during this
initial growth phase but the problems would have been much greater if the
Commonwealth Government had not been sympathetic to the resources reqﬁired
by Australian universities, Transforming resources into tangible results

- inevitably involved time delays. To illustrate this point, the constrection
of new buildings to house libraries, laboratories and lecture rooms was
subject to the time constraints imposed by the process of inviting tenders,
negotiating contracts and proceeding with construction; a practice which is

still followed today.
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' Adnual'récuﬁrént‘gbahts'réceivéd'by'AuStralian uniVereities'during this
period permitted the engagement of additional teaching and research staff.
The number of full-time staff engaged on teaching and research had risen to
5104 by 1965.(48) When this figure is compared with the 1939 level of 128u4
the increase, expressed as a percentage, amounts to 297%.  The new
universities founded during this period also provided opportunities for
academic staff to gain promotion at a rate which would not ha&e been possible
g prior to World War II. Teaching and research programmes, once approved and
" supported by the rele&ant academic boards, could expect to receiﬁe some

‘ funding.

In reviewing this period, what surfaces is the apparent pre-occupation

with growth and accommedating growth to the exclusion of e?aluating the need
and appropriateness of existing acti&itiesi Growth did not place any

' pressure on Australian universities to reﬁiew the effectiveness of some of
: their programmes and where inefficiencies existed they escaped remedial
action. While growth, particularly the rapid increase in studenf numbers,
undermlned the traditional colleglate system of Australian universities,
discussed ln,ChapterﬂZ,mthe“flnanclalvsupport_rece;ved“frgm“the Commonwealth
Government brought about ... a closer association between uniuersities_and

government. n(49)

In assisting universities with their funding problems the

Commonwealth Government had made no secret of the fact that its perspective

‘of the future place of Australlan universities was to serve the natlon

~ Prime Minister Menzies had made the point in late 1957 that "... the
community is accepting heavy burdens (i.e., university financing) in order

”‘that, through the training of university graduates, the community may be

served. n(50)

What had emerged was a situation Bessant has described as one where:

"The universities were encouraged by governments to expand their facilities
" to meet what these govermments saw as State and national needs. This
venfailed the developmentvof new training courses or research programmes,

_and the expanszon of existing courses in those faculties where governments
(rather than the universities) saw a need ... this led to a further emphasis
in the universities on the more spectfically vocational courses in the :
sciences and social sciences, rather than classical and Zzterary studzes.”(51)
The requirement for courses to be orientated more to the needs of society

-was also appearing in the literature from overseas, Clark Kerr, for

example, was drawing attention to the structuring of courses more suited to
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: thé féqﬁifeﬁénfs’aeﬁaﬁaea iﬁ fhé w6rk’piaéé.(52)

The encouragement Australian uni&ersities recei&ed from Commonwealth

» and State governments to expand their actiﬁities, and the enthusiasm the
universities displayed, entered into this expansionary phase and enables the
conclusion to be reached that towards the end of this grdwth period the
problems emerging at Australian uniﬁersities were minimal. Although the

: point needs to be made that the proportion of Australia's G.N.P. devoted to
higher education is, and always has been, low by comparison with other
Western countries. The sustained period of growth also contributed to a
buildup of expectations amongst Australian universities which was later to
prove difficult to contain. Having enjoyéd a growth situation for so long
‘some of the younger academic staff had no experience of coperating in a
frugal mode. Much -of the blame for limiting expenditure athustralian
.universities was sheeted home to the administrations rather than recognising
that the days of funding euphoria had come to an end. The stage was set for
Antroducing competition into the allocation of resources amongst Australian
universities. The funding shift which followed will be dealt with in more |

detail in the sections which follow.-

COMPETING FOR RESOURCES

Where wants and needs exceed the résources available the situation
cfeated-will'lead to competition. .In a public organizatioh_there are two
~.sources from which wants and needs can be generated. The firsf Source, and
the most direct, is from within the organization, that is, those wants and
needs which are nominated by the branches, departments or divisions that
. make up the organization's structure. The second source, and this often
. takes the form of indirect influence, is those wants and needs which have
_ been suggested by governmént, either on its own behalf or as a consequence
- of pressure exerted by sections of the community. Go&ernments can, and
often do, ask one of their public organizations to incorporate a certain
Vactivity into their future operations, The distinction between organizations
‘ such as the C,5.I.R,0. and the A.A.E.C. and Australian universities was
' highlighted in Chapter 4, An example of the kind of influence a federal
| government can exert is the requirement of the A.A.E.C. to permit sections
of the C.S.I.R.0: engaged on non-nuclear energy research to have access to

the Lucas Heights Research Establishment which was also mentioned in
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Chapter 4.

While public research and development organizations also have to compete

for resources and, in turn, the extent of this competition is transmitted
throughout each organization's structure, this section will concentrate on
the situation experienced by Australian universities. The reason for
selecting Australian universities for the purpose of this examination
relates to the distinctions which separate an Australian uni&ersity from
other forms of public research and de#elopment orgaﬁizations, The special
position of an Australian uni&ersity in the allocation of resources is
dictated, to a large extent, by student and course requirements. Adopting
formulae, such as WSU or EFTS, as a basis for distributing resources to
Australian universities introduces a degree of inflexibility in the
allocation of resources within each Australian uni&ersity which is not a
factor a public research and deﬁelopment organization has to take into

account,

The crisis of growth facing Australian universities by the early 1950s
had become so acute that the Australian Vice-Chancellors!' Committee
(A.V.C.C.), formally established in 1935,(53)
A Crisis in the Finances and Development of the Australian Universities,
towards the end of 1952. T¥rom a resources point of view the propbsals
outlined in the pamphlet weré: an improvement in funding the operations of
 Australian universities, and for grants to be made on a triennial or quin-
*ﬁquiﬁnial basis to permit the introduction of long range or strategic
planning. Anofherbfeature, highlighte& in the pémphlet;'wés the need to
" focus on national, rather than on regional considerations when new

universities were being planned.

Whether this pamphlet influenced the then thinking of the Commonwealth
‘;.Government is difficult to assess. If time is used as a determinant, then
the conclusion drawn must be that the pamphlet had minimal effect because
 four years were to elapse before Prime Minister Menzies decided to invite

. 8ir Keith Murray, Chairman of the British Uni{ersity Grants‘Commitﬁee_‘
"(U.G.C.), to head a committee of inquiry given the task of in&estigating
the problems emerging at Australian uniQerSities{ When the Mﬁrray Report
was submitted in 1957 four important recommendations were included.

Firstly, the Report recommended that Australia should establish an

" organization similar to the British U.G.C. Secondly, that government

recurrent funding (both State and Commonwealth) operate on a triennial

published a pamphlet entitled:



125

system. Thirdly, the Commonwealth Government should increasé substantially’
its financial support to Australian universities. Finally, the Report
recommended an increase in both tuition fees and in the level of grants

State Governments made to their State universities.

Two years later the Commonwealth Parliament passed the Australian
Universities Commission Act. It was this Act which established the
Australian Universities Commission (A.U.C.) and this Organization continued
until 1977 when it was replaced by the Tertiary Education Commission (T.E.C.).
The functions of the A.U.C. were detailed in Sections 13 and 14 of that Act

and read:

VER The'fUnotions of the Commission are to furnish
information and advice to the Minister oﬁ matters in
connection with the grant by the Commomwealth of
financial assistance to universities established by the
Commonwealth and of financial assistance to the States

. in relation to universities, inecluding information and
- advice relevant to - . |
(a) =~ the necessity for firnancial assistance and the
conditions upon which any finaneial assistance
- ghould be granted; and

(b) the amount and allocation of financial assistance.

14. (1) The Commission shall perform its functions with a
’ view to promoting the balanced development of
wniversities so that their resources can be used
to the greatest possible advantage of
Australia."

It is sub-section 14(1) which gives some hint that regard had been giveh to

" one of the features contained in the A.V.C.C.'s pamphlet produced in 1952.

The creation of the A.U.C. appears to have fulfilled one important
task. It has avoided Australian universities experiencing the problems |
: encountered by thevNew York University in havihg to-éoﬁpéfe‘with‘adioﬁrhihg
' sister institutions. Admittedly, the problems facing N.Y.U. wére, in a
geographical setting, more parochial. Until an Australian state capital
secured more than one university, the distance between Australian
universities precluded the N.Y.U.-type problems becoming manifest. Never-

theless, in Melbourne and its surrounding environs, for example, the
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existence of four universities (Melbourne, La Trobé, Monash' and Deakin) °
provide the opportunity for each of these universities to compete in

attracting students.

The approach adopted by the A.U.C. was outlined in some detail in the
Commission's Fifth Repbrt of May, 1972. The point was made that: "The
Commission's task is to assess the financial assistance required by

universities."(sq)

Rather than simply presenting to the Commonwealth
‘Government the needs indicated by Australian universities in their
submissions, irrespective of the financial implications, the Commission
argued that its-role went beyond these tasks. 1In defence of its approach
the Commission drew attention to two‘important issues which influenced its

thinking:

"Indeed the universitics themselves assess their needs at quite-
different standards, as a comparative examination of their
submissions reveal. It is true that there is a level of

- support below which the universities. could not function;
however, above that point, the appropriate level is a o |
‘matter of judgment ... the portion of the community's
resources which i available for university education in
any given triemnium is not unlimited ... This may mean
that in a given triennium, the Commission may refrain from
recommending funds for developments which in themselves

~ are highly desirable but which the Commission does ﬂot

regard as essential.” (55)

‘ Essentially, the A.U.C. was advocating that its main role was to promote
balancéd-and éo-ordinated development. .This approach was again restated by
the panel established to advise the Commonwealth Minister of Education on

- the functions to be accorded the proposed Tertiary Education Commission when

it presented its report in August, 1975.(56)

The balanced and co-ordinated development approach adopted by the
'A.U.C. did incorporate the monitoring and rationalisation of the use of
‘resources. In this regard: "The Commission has always sought to avoid
unnecessary duplication resulting in inefficient use of resources"” and the
Commission declared: "It will also continue to examine critically any
proposals for new academic programs to ensure that such programs are

necessary in the light of activities in other institutions."(SY) The
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T:E;C.lhesyeoﬁtiﬁued'ﬁifhlfhis/épﬁredcﬁ and, consistent with the concept of’
rationalisation, advocated recently that one possibility of achieving an
optimum level of rationalisation would be a ... merger of a CAE (College of

Advanced Education) with a neighbouring university,"(ss)

The arrangementrintrodﬁced'by the A.U.C. (and continued by the T.E.C.)
of asking each Australian uni?ersity to complete a questionnaire which
included such matters as statistical information on the size of departments
' or faculties in terms of staff and student numbers (&lthough criticised by
some universities at the time) has provided basic data needed by both
Commissions. Each Australian uniﬁersity‘had to indicate what new levels
of activity it wished to introduce for the triennium under consideration.
- When the Commission visited each university later the triennial plan could
then be discuseed in more detail. By adopting this method of approach both
f, Commissions have enjoyed the advantage of being placed in a position where
"'fhey can perceive areas of activity that are;capable of being rationalised
~or action taken to avoid duplication. The conclu81on whlch can be reached
is that the practice adopted by the A. U C., and continued by the T.E.C.,-
has-avoided a-situation -whereby Australian universities. have.to compete

with one another for resources.

While Australian universities have .escaped the problems of competing
for resources amongst themselves, other difficulties have arisen which have,
'yin turn, produced uncertaintles. The Commonwealth G0vernment, for example,
| ihas not always accepted,the triennial reporte submitted by the A.U.C. The
ie'financial reeoﬁmeﬁdetiené eenfained in both the Third Reboft (1967-69) and
- the Sixth Report (1976-78) were rejected.(sg)

When the Australian Labor Party became the Commonwealth Government in
late 1972 it "... honoured its platform pledge to abolish university and
3 ~college fees and to introduce a system of student living aZZowances."(sq)
- The A.L.P. Government also introduced index-based supplementary grants in
1974 to protect universities against sharp increases in costs which

(61)A

‘occurred throughout the time-span of a triennium. Uncertainties.
vamongst Australian universities arose in 1975, when 1976 was declared an
intercalary year, with recurrent expenditure being mainteined in 1976 at
1975 levels. What added to the degree of uncertainty was the introduction

n(2)

of the concept of operating within a "rolling triennium

Competing for resources, therefore, has become a matter which concerns
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each Australian university differently. The expepierice at Stanford '
University follows the arrangement whereby each dean or head of department
is required to develop a five-year projection of his or her acti&ities S0
that the annual budget is in accord with the longer range expectations of
the university;(ss)' It will be recalled that mention was made in Chapter U
that the C.S.I.R.0. had, over the past two or three years, introduced long
range or strategic planning as a management technique. With Australian
universities having to plan their resource requirements on a triennial basis
they have, to a large extent, been forced to analyse future development
beyond a twelve months' time-~scale. One of the advantages flowing from this
is that it introduces an in-built slow gestation period which permits
proposals for new development or new activities to be considered in more

detail supported by comparative analysis.

‘ Each faculty or department will be seeking to gain support of its
university for the wants and needs nominated. As highlighted earlier in
:this dissertation, the resources made available to an Australian university
will prove inadequate to fund ali fhe pfepesals which have been received.
From a study- of -university behaviour undertaken by Garvin, he concluded
that "equity'" was significant in the allocation process. In this respect
Garvin was referring to "equity" as the ”,.. efforte by the administration
to treat all departments as equally as possible in order to mznzmaze

Lnternal conflict. n(64)

If confllct is to be avoided in distributing resources throughout an

, Australlan unlver31ty, much will depend on the negotlatlng skills of the
\v1ce-chancellor. Earlier in this Chapter, the role identification of a
vice-chancellor was considered in detail. In fulfilling the many roles
v‘expected of an Australian vice-chancellor, the most demanding will be that
Hef exercising persuasion amongst his academic colleagues to adopt budgetary
‘proposals that fall within the resources available and represent those
activities on which the university has placed a high premium. The §ice-

| chancellor s task w1ll become more dlfflcult where resources are curtalled
‘or the funding allocation is not upgraded to reflect real purcha31ng power,
generally the consequence of inflationary factors. 'This aspect; which has
the effect of reducing resources available in real money terms, will now

be examined.
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"REDIRECTING RESOURCES WHEN INCOME IS STATIC °

While the rejection of the A.U.C.'s Third Report (1967-638) by the
Commonwealth Government(Gs) caused Australian universities to curtail some
of their proposed activities, the rejection of the Sixth Report (1976-78) _
had a more significant dilatory effect. The main reason the Sixth Report
was rejected can be sheeted home to political decision-making. In late
1975 the A.L.P. Commonwealth Government had been defeated at the election
which followed in the wake of tbe Governor—General's dismissal of Whitlam's
Second Labor Ministry.(SG) The Liberal-National Party coalition had become
the new Commonwealth Government and part of its fisoal strategy was to
maintain recurrent expenditure on education at “... the present real levels

but capital expenditure would be limited to essential projects."(67)

By declaring 1876 an intercalary Year the Universities Commission was
charged with the responsibility of produoiﬁg a new triennial pleﬁ geared to
the fiscal guidelines that had been determined bj the Commonwealth Go&ernment
for the years 1977-79. This was not to prove an easy task'for'the
Universities Commission The Comm1331on s Report for 1977 79 1nc1uded a
. number of observations whlch reflected the dlfflcultles foreshadowed For

example:

"The sharp restriction in funds available for universities in
1976 and the maintenance of this strzngency for the next

trzennzum will stop university growth. n(68)

:Whlle the Comm1331on recognlsed that the "... problem of no-growth relates
to_the‘dsziculty of maintaining some flexibility and capacity to undertake
new activities in the face of virtually static budgets",(eg) it proposed:
M... that the minimum rate of growth for the 1978-80 triennium should
provide for levels of operating expenditure which will restore standards to
the 1975 level and provzde an element of flexibility for some new deveZop-

ments. n(70)

-If the projected number of student enrolments expected for 1979 (as
calculated in July, 1976) is compared with the level of general recurrent
grants proposed by the Universities Commission for the same period the

percentage increase is almost identical:
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' Graﬂt$(7l)'

Activity Year Amount % Increase

General Recurrent Grants 1976  SM494165.0 (a)
Proposed 1979 Grant 1979  $M522960.0 (b) 5.8

(a) includes $M0.640 for Deakin University
(b) amount proposed inlcudes $M9500.0 for Deakin University

Student Enrolments(72)
Activity ~ Year Amount % Increase
Actual student enrolments 1976 153465 (a)

Projected student enrolment 1979 161900 (b) 5.6

(a) excludes Deakin University

(b) includes Deakin University

Althoﬁgh>the above comparisons incorporate some skewness, on account of
the establishment of Deakin University in 1977 and the enrolment of third

(73) the conclusion

| year students at Griffith and Murdoch Universities,
accords with Owens' observation that: "Between 1975 and 1981 operating
grante for universities, corrected for inflation, have on average only just

kept pace with increases in enrolments ...".(74)

_ The method used to finance Australian universities during this period
: did not allow for increased costs in the form of "incremental creep" (salary
“increases becoming due as an individual qualified for an increment within
the salary range appropriate to the current classification), nor for
increases arising from the supply of certain goods and services, e.g., air-
‘fares, postage, telephones, electricity and heating oil. These increases
had to be absorbed byvuniVérsities from the financial allocations received.
The impact of these types of costs in any one year were so significant that
the Commission decided to maintain indices of broad areas of related
:eﬁpéﬁditﬁfe; .Thé T.E.C. hés'albeédyvobliged foAgrénf'séléfy‘suppleménfatioﬁ
and, in addition to the salary indices, the indices approach was extended to
 monitor upward price movements in such areas as: non-salary; equipment and

building costs.(75)

When considering the changes introduced by the Commonwealth Government

in late 1975 to the future funding arrangements of Australian universities,
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the ‘ohly conclusion which' can be reached is 'that 'scant regard was 'paid to
the extent of leadtime needed by a university to appoint staff. The
position is more critical where appointments have to be synchronised with
the introduction of new teaching programmes at the beginning of first term.
Apart from this aspect was the consequence of the rapid growth which had
occurred at Australian universities in the immediate post-World War II

years.

The growth of Australian universities during the 1950s and early 1960s
“had produced by the mid-1970s an academic staff mix where the majority of
the academic staff were occupying senior classifications or enjoying the

(76)

- maximum of their salary ranges. Table 5.3 of the Universities

‘Commission's 1977-79 Report indicates that tenured academic posts filled in
1975 (7533) represent an increase of 87.4% over the 1965 (4019) p031tlon.( 7)
According to a study Ray Over undertook in 1980 he examined the age
‘distribution of academic staff as at 1979. His results indicated that in

(78) Included in

1879 93.3% of academic staff were 50byears of age or less.
the'figufe'of 93.3% was 5.6% representing academic staff who fell within the
45-49 age bracket (at 1979). The implication of this study is that if all
of the academic staff employed by Australian universities in 1979 continue
to hold their appo;ntments until reaching the retiring age of 65 years

87.7% continue until 1999.

With many academiC’staff having reached the maximum of their saiary
'ranges (when this is con81dered in financial terms), Owens has made the
 observation that: "... through overcrowding at the top, universities are
forced into a more costly method of operation at the very time when they can
least afford it."(79)

the number of tenured staff to more tolerable levels, the leadtime needed to

While early retirement may offer one means of reducing

introduce changes of this kind can have an effect on planning the resources
:“ﬁequired for future triennia. With academic staff now qualifying for the
péyment of long service leave,(go) early retirement embodies a significant
-cost element. If many ex1st1ng academic staff decided not to avail them-
'selves of accrued long service leave untll reachlng retlrlng age then, ‘based
on ‘Over's projections, Australian universities should be setting aside
reserve funds to meet the substantial payouts which will fall due during

1999 and beyond.

Confronted with a steady state or no growth situation, the options

available to a public organization are reduced. Gibberd suggests that
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"... recruitment can only occur when there is a retivement, resignation or

death."(sl) However, an organization can phase out some activities so that
new ones can be introduced. Owens describes the position a little
differently when he suggests that "... growth in one area is possible only

by making a reduction in another",(BQ)

but the thrust has the same overall
effect. However, where staff enjoy tenure there is no guarantee the

change-over will prove either effective to the organization or use the

. individual's talents in the most efficient manner.

If a steady state situation persists for too long then there is every
possibility that in some departments of Australian universities stagnation
will set in. To avoid stagnation becoming a reality Australian universities

may need to encourage schemes such as: early retirement; fixed term

¢ appointments; secondments to the Australian Public Service, public research

and development organizations (such as the C.S.I.R.0. or the A.A.E.C.) or

other teaching institutions (e.g., colleges of advanced education); and the

. exclusion of academic staff above a certain age when appointments are being

decided if more flexibility is to be introduced. The Williams Report of

1879 advocated measures of this ki‘nd-”(?s? -

The problem facing the Commonwealth Government in funding Australian

universities borders on a paradox. On the one hand, the T.E.C. has, as one

of its functions, the task of promoting, on behalf of the Commonwealth

Government, balanced development across Australian universities. 'On the

- other hand, by limiting the amount of resources made available to Australian
. universities to a level where a steady state situation results, the

i"Commonweélth_Government has almost denied the T.E.C. opportunity to perform

one of its prime functions. The steady state, or static income situation,

" is one which results from political decision-making. Usually, such

decisions apply for short periods of time while government develops new

- strategies.

In Australia the position is similar to that of the United Kingdom:

... the government must decide how much of its total expenditure to devote

 to education and how to allocate this total to the various levels or sectors

of education, ineluding higher education.”(aq)

As Australian universities
have become so dependent on federal funding, their position is very similar
to any other public organization established by the Commonwealth Government.
Any changes these organizations introduce in an attempt to re-adjust to

situations such as the steady state may, in the long run, have harmful
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effects because éipédiénéylhéé febiaéedlcénéidéréd and féaéohéd‘jﬁdgéméﬁt;
Until the amount spent in any year by the Commonwealth Government on
education represents a fixed percentage of Gross National Product (G.N.P.),
the funding of Australian universities will be subject to the vagaries of

political decision-making.

PUBLIC ACCOUNTABILITY

In the early 1960s, when Etzioni was developing his understanding of
the decision-making processes followed by organizations he recognised the
importance of evaluating decision-making strategies. While regular line
structures operating within an organization provided the authority to enforce
its operations, Etzioni saw merit in an organization being able to monitor
the implementation of decisions. The typé of'monitoring mechanism Etzioni
concluded would satisfy the purpose he had in mind was speciaiised‘control
. agencies. What Etzioni had in mind was thatby "Adding such special control
units to regular line control increases the accountability of an

orgaﬂization .o “Aeccountability is 1likely to increase -efficiency ‘..”.(851

Individuals who are part of an organizational structure are, in some
way, accountable for their actions while performing those tasks the
organization expects. Only their placement in the hierarchy of the
ofgénizafion will determine the extent of their accountability. The ‘
~.conclusions Etzioni had reached were based on the premise that where - ‘ |
individuals, opérating within an'orgahization, were‘aware controls existed -
it was likely that their efficiency would improve. A conclusion of this

kind would seem reasonable for situations where both inputs and outputs can

. . be measured.

The accountability of a public organization to the government which
created it is simply an extension of the accountability the individual has to
the organization he or she isvavpart of. Where the public organization's
“accountability differs is that it has a legal obligation under its Act to
submit an annual report to the responsible Minister. The obligation an
individual has to an organization can be enforced by the imposition of

sanctions.

In Chapter 3 it will be recalled civic agitation for reforms to fiscal

procedures had led to the United States Government enacting the Budget and
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Accounting Act of 1921. The main thrust of this legislation was to provide’
the U.S. Federal Government with the power to enforce federal government

agencies to be accountable for the funds they were allocated.

The approach taken in Australia has followed a somewhat different path

Sectlon 97 of the Australian Constltutlon, adopted in 1901, reads:

"Until the Parliament otherwise provides, the Zaws in force to
any Colony which has become or becomes a State with respect
to the receipt of revenue and the expenditure of money on
account of the Goverwmment of the Colony, and the review and
audit of such receipt and expenditure, shall apply to the
receipt of revenue and the expenditure of money on account
of the Commomwealth in the State in the same manner as if
the Commorwealth, or the Govermment or an officer of the
Commonwealth, were mentioned whenever the Colony, or the

Government or an officer of the Colony, is mentioned."

One of the first pieces of legislation introduced by the Barton Government

in 1901 was the Audit Act. As every public organization established by the

Commonwealth Government is subject to audit by the Commonwealth Auditor-
General, a uniform system of balances and checks has proved possible. How-
ever, the auditing role does no more than ensure that funds have been

{ received and properly accounted for and that expenditure has been incurred
E‘Whlch is authorised by proper authority. Similar state audit acts have

operated with respect. to state universities in each of the States.

In recent_years, the term "public accountability" has taken on a wi&er
connotation than simply implying that a public organization has to‘satisfy
audit 3crutiny_at periodic intervals. Community awareness and interest in
“organizations funded by the Commonwealth appears to have been growing
 stéadily since the early 1950s. The Australian political writer, David
| Solomon, has observed that the Commonwealth Parliament revived the Joint
Committee on Public Accounts in 1952 and, in the same year, established the
‘Joint Committee 6n'Public WorkS{(86)' Solomon has also noted that: "The
Joint Committee on Public Accounts tends to be more-critical in practice of
- underspending by departments than it is of overspending. Overspending in a
department is usually fairly closely controlled by the accountants and by

n(87)

- the top executive. A further factor which is implied in Solomon's

appraisal and contributes to the community's awareness of activity being
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undertaken in-the pﬁbiié'sécfdr'ié'tﬁe'ihéoivéﬁehf 6f'pféséufé grbﬁpé and’
media reporting, either through the newspapers or by television news or

(88)

current affairs programmes.

Any political party in government is sensitive to community reaction
which is critical of areas of expéndifuré being incurred in the public
sector. If the Australian situation covering the last ten years is analysed,
the evidence éuggests that there is a correlation betweenvcommunity reaction
. to public spending and the rates of inflation and unemployment. For
| example, where inflation and unemployment are both running at high levels,
community interest in exhorting the Commonwealth Government to effect cuts
in pﬁblic expenditure increases in propobtion. By widening the "account-

‘ abilify" of public organizations the Commonwealth Government is better
placéd to respond to community viewpoints, whether the purpose is for'

; justifying decisions taken or for political point scoring.

The relationship of Australian state universities to the Commonwealth
Government, with the>exception of the Australian National University -
' (beéause this is the only Australian uhiVersity established by a Commonwealth
Act of Parliament), is mot embodied in the legislation which grants state
universities their corporate powers.  This means that there are differences
in the responsibility a federal public research and development
organization has to the Commonwealth Government when compared to that of an
Australian'university{ Hbﬁever,ibecause the use of public funds is involved,
it_is-nécessary,to»consider each organization -separately when applying

' "public accountabilify" tests.

UNIVERSITIES

A review ofvthe literature which has been addressed to universities and
written over the past one hundred years emphasises two main factors: the
teaching requirement and the universality of knowledge. These requirements
are aPParent-in the writings of such social scientists as: Newman; Maritain;
‘Flexner; Gassett and Kerr, -although each places different»emphasis on the
4vafiables they are dealing with. Newman, for example, adopts a simplistic
approach and defines a university simply as "... a place of teaching

" universal knowledge."(sg)

While this was not the only goal Newman had in
“mind for a university this particular view was concerned mainly with the
well—educated, allround man who would provide society with leadership - a

one-off vocational aim.
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'In the 1930s Flexner took a more dogmatic approach. While he was
insistent of the need for a scholar to analyse the subject matter in a
detached and impartial manner, Flexner was of the opinion that: "The
modern university must neither fear the World nor make itself responsible
for its conduct.”(go) The need for a university to move closer to the
community was one of the points Gasset made in 1344. Gasset was of the
opinion that a ... university must be open to the whole reality of its

time. It must be in the midst of real life and saturated with it.”(gi)

Until World War II Australian universities were small (in comparison
with universities located in many Western countries), each enjoyed a modicum.
of isolation reinforced by geographical factors and the operational
structure followed collegiate lines. In considering this period of
Australian university evolution, Bessant has noted that: ... Australian
1 universities remained small, rather ineffectual institutions, almost solely
| concerned with providing training for the proféssions and some higher
clerical positions. Fees were charged in all universities except the
Unzverszty of Westerm Australta so that students were invariably drawm from
the. homes of parents. who could afford the fees, although there was a very

n(92) It was on account of being small and

limited scheme of scholarships.
ineffectual institutions that Bessant reached the conclusion that in respect
of pre-World War II Australian universities: 'Society demanded little of

the universities. They were so remote from the ordinary man it was

; - difficult for him to comprehend their relevance, and the universities were
happy for that situation to contimie. This isolation from society indirvectly
" safeguarded the autonomy of the universities from the State governments which
created and f%nanaed them. n(93)

_ Whlle Bessant s account provides an interesting insight, some of his
conclusions are suspect. Prior to World War II Australia's population was
small and six universities and two university colleges were sufficient to
cope with the demand. Australian universities of this era produced the
trained manpower the society required. In this respect Australian society
_:of today imposes a similar requirement, so that this function of Australian
universities has not changed. The only obvious change is that Australian
universities of today are expected to undertake research of a magnitude that

was not possible pre-World War II.

The rapid expansion of Australian universities after World War II was

part of the political, social and economic changes which Australia
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experienced;3 Both the Commonwealth and ‘State Governments gave every:
encouragement for Australian universities to expand their facilities or
establish new universities to accommodate the demand for new enrolments.
Even though Prime Minister Menzies had pointed out in late 1957 that with
the. community. accepting a heavier sharerof financing Australian universities,
and it was reasonable for the community to expect some return on their
"investment", the universities were virtually placed in a "Catch 22"
situation. Australian universities could not expand without additional
funding. The vast sums required were met by the Commonwealth Government.
However, in this regard, other options were, and still are, available. For
example, -state governments could still cdntribute to theffunding of
Australian universities along the lines they contributed previously.

Student fees could be reimposed, while the move to introduce privately

funded universities in Australia needs to be explored.

The situation facing Australian universities at the time has been

likened by Bishop with the old maxim that: "He who pays the piper calls the

n(94) The type of tune played and the manner of the performance will

be discussed more fully later. Before considering these points it is first

necessary to determine what are the requirements that would be reasonable for

- the Commonwealth Government to attach to today's Australian universities.

The most recent advice prov1ded by the Commonwealth Government on the

.characteristics of Australian universities is contained in the T.E.C.'s

Report for the 1982-84 Triennium and is as follows:

A they'are‘sepafate, distinctive and autonomous institutions,
- built around the notion of a self-governing community of
scholars;

. ihey are dedicated to the pursuit of free enquiry, know-
ledge and scholarship; the understanding, preservation and
enhancement of the cultural heritage of their own and other
societies; and the paésing on of that knowledge and those

.8kills to mnew generations in the form of vocational and
professional training as well as the provzszon of a

general liberal education;

. the frame of reference of their work is international and
the test of their standards is the judgment of the inter-
national scholarly community;
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. they serve their local communities in teaching, research, the
provision of creative inspiration and the application of know-

ledge to the solution of short and long-term social and other
problems."(gs)

While the characteristics outlined above prdvide a comprehensive state-
ment, what is noticeable is that the statement includes reference to the two
main factors highlighted in the writings of social scientists who had earlier
~written on universities. Newman's succinct description of a university is

as good today as it was in 1852; all that it lacks is resolving the piper's
responsibility to his patron. What surfaces in the T.E.C.'s amplified
statement is the importance of understanding, preserving and enhancing the
cultural heritage of their own and other sociéties, their obligation to
serve their local communities and the asSiétance they provide for the
solution of short and long-term social and other problems. It is the
.responsibility for being a guardian of one's cultural heritage and helping
_ to solve social problems that have been plabed on Australiah ‘universities
. which have granted these 1nst1tutlons a particular custodial role of

natlonal significance.

This has brought about change for Australian universities but their

role as the repository of the nation's cultural heritage has remained intact.
VAs a consequence it is reasonable to conclude that changes occurring in
iAustrallan society have provmded the grounds for the Commonwealth Government
to increase fund1ng»support to Australian universities and, in so doing,

. acquired the right to have a say in their future operations.

If "public accountability" was the price Australian universities were

. to pay‘for the patronage of the Commonwealth Government, it was appropriate
~ for obéervers, such as Bishop, to compare the arrangement‘with the old adage
-of "He who pays the piper calls the tune". However, when this adage is
applied to a university setting Bishop was exposing two basic flaws in the
rationale. Firstly, he observed that "... the tune is ultimately in the
‘hands and on the lips of the piper. ‘Once the piper has been paid, he can,

if he is courageous enough, play what he Likes."°®)

The second observation
Bishop made was that: "He who pays the piper may well call for a particular
tunes; but the piper has complete freedom of performance ... nothing can make
the piper play a tume that is unacceptable to him‘”(97) While governments

develop and implement policies they expect institutions, such as the T.E.C.,



to translate these into educational terms. 'In short, the Commonwealth’

Government generally accepts the recommendations of the T.E.C. and is

willing to pay for the services Australian universities provide.

These two observations can be related directly to two fundamental
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aspects of a university's'operations. Firstly,'a ﬁni#ersityvdbes not have

to justify in detail (apart from financial audit) how it responds to its

teaching and research activities. Indeed, it could be argued that teaching

and research activity is one of the cormer-stones of "academic freedom".

Secondly, a university's dedication: ... to the pursuit of free enquiry,

knowledge and scholarship ...", as described by the T.E.C., requires no

justification. These two vital aspects of university activity lay bare the

inappropriateness of attempting to gauge a university's efficiency and

‘effectiveness in terms of inputs and outputs.

The T.E.C. appears to be in agreement with this conclusion. While not

~being as specific the Commission has acknowledged that:

"The ereation, maintenance and administration of universities

~must be a matter of balance between the necessary account-
ability and equaZZy necessary zndependence, between the need
for a disciplined, rigorous testing of ideas, including
those which may be initially unacceptable or unpalatable,

~and appropriate sensitivity to the prevailing sentiments
of the community; between the need for basic curiosity-
motivated research, and the need for effort in solving a
host of practical probleme; between emphasis on vocational

- and professional training and the notion of cultural
enrichment and the joy of learming for its own sake;
between the eoncept of universities as a social resource
and recognition that the value of universities ts not to
be found solely in economics or the fulfillment of

particular existing soctal purposes.”(gg)

'In their study of what accountability means for tertiary education’
‘Lindsay and O'Byrne. came to the conclusion there was a link between the

action being taken by the Commonwealth Government and community opinion.

Based on the approach of the then Liberal-National Commonwealth Government

Lindsay and 0'Byrne considered: "The present fiscal and monetary policies

being pursued by the Federal Government appear to involve the cut back of
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expenditure in areas of tertiary education for which thé Goveérrmerit belieéves
there is a threshold of acceptance which will minimise public outcry."(gg)
All this observation does is reinforce the sensitivity governments have to

public opinion.

If, at the time, public opinion was critical of certain aspects of the
operations of Australian universities, then it is for universities to

initiate action which will better inform the public of their activities. In

today's society where a premium is placed on the dissemination of

information, Australian universities cannot afford to allow their position
to become isolated and insular. On the other hand, what is important for
the future of Australian universities is to isolate the sources from which

criticism of their operations originates. By tracing the source an effort

can then be made to allay the criticism being expressed. There is, of

course, a more cynical conclusion which can be drawn from recent experience.
With today's Australian politics encouraging.the use of point. scoring, a
deft Commonwealth Government can resort to max1m1s1ng the effect of s1de
issues in an attempt to avoid debate on the real issues 1nvolved

Australian universities of ‘the 1370s and the 1980s have become very
dependent on the public purse. The current "static" state could encourage

Australian universities to become more entrepreneurial, providing federal

government funding to Australian universities is not reduced by an amount

equivalent to "outside" income. In the meantime, while Australian

tun1vers1t1es are so dependent on the public purse, there are strong reasons
. why the "public accountablllty" of Australian universities should amount to
‘”exerc1ses which are aimed at informing the public of what developments are
"taking plece in the university system. To this end most Australian
" universities now conduct regular "Open Days", but there are nmo guarantees
:that the critics of universities will attend these sessions and gain, at
first hand, a better understanding of what current teaching and research

- activities are being pursued. Another approach available to Australian
~universities is to make greater use of the medla (newspapers, ]ournals and

"television) as a means of appraising the publlc of their current endeavours.

PUBLIC RESEARCH AND DEVELOPMENT ORGANIZATIONS

Having created a public research and development organization the

Commonwealth Government runs the risk of being criticised by the

organization if obstacles are introduced which prevent it from fulfilling
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goals that are associated with'the fuhctiohs it has been given. -

During their examination of "accountability" Lindsay and O'Byrne
isolated two of its main constituent parts. When considered in fiscal terms
"accountability" was viewed as: ... the andlysis of the use of funds for |
the purpose or programme specified. This concept of accountability

concentrates on inputs, not outcomes ..."(100)

Considered in this context
the "accountability" of a public research and development organization can
be gauged from the periodic audit checks made by the staff of the Auditor-
General's Department. While the Auditor-General and his staff enjoy
‘extensive powers in gaining access to information, their powers are limited
where change to existing procedures is proposed. Spann, for example, has
noted that:

"He (the Auditor-Gemeral) and his officers have extensiﬁe
powers in such matters as access to departmental files,
ealling for explanations from officials, and imposing.
surcharges on officers responsible for loss of public
monies. The Auditor-General cannot, however, compel
‘departments to adopt a eertain course of action.- ‘His duty
18 to criticize, make suggestions, and draw attention to any
breach of law or regulations it is then the Treasurer's
responsibility to issue any necessary directions. If the
Treasurer is not prepared to act on the suggestions made,
_the_Auditor;GenéraZ’s remedy is to bring the matter to
the notice of Parliament ... A large part of the work of
the Auditor-General is concerned with regularity in
spendtng, with ensuring that expenditures have been duly
‘approprzated and incurred only on the purposes for which
they were authorized ... there has been little development
- of the Auditor-General's role to include an 'efficiency
audit! aimed at checking the desirabilify of expenditure
and dtsclostng waste and extravagance as distinet from

tZZegaZ or zrregular financaal PPGCtiees_"(iol)

The conduct of an "efficiency audit" does pose difficulties, not least of all
being the need for the audit staff involved to have a suitable background in
the sphere of operations being examined if they are to make intelligent
Jjudgements. The complexity associated with the operations of an Australian

university would tax the most experienced of auditors.
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The second part Lindsay and O'Byrne isolated was where: 3ﬁcéduﬁtd5iiiiy
in terms of effectiveness and efficiency concerns the evaluation of the
processes, activities, and outcomes involved in the implementation of

pZans.”(102)

(103) (104)

The Annual Reports of the C.S.I.R.O. and A.A.E.C. for 1980 81
both refer to the need for these Organizations to abide with the staff

ceilings imposed by the Commonwealth Government on the Australian Public

- Service. Each of these Organizations were critical of having their

activities curtailed by the imposition of staff ceilings. The C.S.I.R.O.

observed:

"Across-the-board cuts mean that each time the Government makes
a staff ceiling cut in the Public Service, CSIRO receives a
eut of a similar magnitudé to that imposed on Government
departments. We believe a distinction should be made

between an organization such as ours, on which the future
growth and prospects of the nation vitally depend, and the
administrative arms of government. It is the Executive's

belief that the natiomal interest requires a larger govern-
ment commitment to science and technology rather than a

reduction.”(ios)

A similar, but less emotional, protest was voiced by the A.A.E.C. when that

' Organization pointed out: "The reduction in staff ceilings each year

continued to impose strain on the operational and support service strength

R Uf the Commzsston »(106)

" The Commonwealth Government's action to impose a staff ceiling on the

Australian Public Service was an arbitrary one. There is no denying the

"fight of the federal government to adopt such measures. In times of
'.financial stringency, action of this kind can readily be defended on the

- grounds that by setting an example of curbing expenditure in the public
Vsector, the federal government is encouraglng the prlvate sector to follow
: llkerse. Nevertheless, whatever steps a federal government de01des is ‘

essential for coping with economic downturns, a co-ordinated approach,

embracing all facets of public expenditure, is preferable to randomly

selected "band-aid" action.

Recognising the importance of "public accountability", the C.S.I.R.O.,

for example, established an Advisory Council and six State Committees during
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(107) 'A's ‘membership of the Advisory Council and-
State Committees are drawn from industry, government agencies, tertiary
institutions and the trade unions, the effect of this arrangement is that
a wider cross-section of the community has a more informed understanding of

the Organization's operations.

In attempting to describe the term "accountability", Sibley has placed

emphasis on how the word is viewed throughout society when he qualified his

~definition by adding the point that "accountability" was "... a discharging

mechanism for venting various attitudinal stances and values."(ios)

Essentially, Sibley was making the point that "accountability" involves an
evaluation process. According to Lindsay and 0'Byrne the type of questions
which are necessary in performing the evaluation task are:

n

. Are the goals being pursued legitimate and appropriate?

. Is resource utilisation consistent with the purpése for

which the resources were allocated?

. Is the process effective; that is, ave the outcomes

. congruent with the goals?

. Is the process efficient; that is, were the outcomes

produced at minimum cost9n(109)

Public research and development organizations, such as the C.S.I.R.0.

‘ and the A.A.E.C., may be able to satisfy the first two questions and possxbly

~ the third, However, what»research and development work could be attested as

having been produced at minimum cost? While there are aspects of a public
research and development organization which lend themselves to being
measured in terms of /inputs and consequential outputs, some research outputs
are only achieved through trial and error and, occasionally, as a result of °

some chance occurrence,

This suggests that where public research and development organizations

are concerned, and similar to an Australian university, the generally

"accepted c¢riteria for measuring "accountability" cannot be satisfied.

SUMMARY

The purpose of this Chapter has been to tease out the many variables

which effect the development of a budget in an Australian university and a
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public research'and development organizatiom. -

The approach taken was to select issues which influence the preparation
of a budget. This was complemented by referring to the work of some notable
organizational theorists where, by drawing on the outcome of their
researches, a wider focus on comparable Australian situations proved. -
possible. Armed with an appreciation of these comparative studies,
particular problem areas were isolated. By understanding the problems which
can emerge or have a bearing on the development of an organization's budget,

this background data is useful for future planning purposes.

Early in the Chapter it was noted that the budgetary process was
initiated in Australian universities and public research and development
organizations by areas of these organizations preparing a schedule of wants
.and needs. These "bids'" were then subjected to some form of budgetary
assessment. While the form of the budgetary assessment process could differ
between organizations, a long-term or strategic planning approach was now
favoured. The need for Australian universities to produce triennial
estimates had encouraged some form of forward planning. The advantage of
the -long~term or strategic planning ‘approach, it was - noted,- provides the:
“means by which "bids" can be listed in an order of priority determined by

the organization.

The complex nature of a unlver51ty 5 operatlons posed difficulties
',because the organlzatlon is "plurallstlc" Baldrldge s well-documented
'.eaccount of the problems whlch arose at the New York UnlverSLty towards the
.end of the 1960s provided an 1n81ght into the many and varied facets of

'eorgan;zat;onal activity that can generate confllct where the structure is

'complex; It was noted that contradictory expectations had arisen amongst

;e‘a number of faculty staff because of the different roles they performed.

~ Subcultures emerged where the aim was the satisfaction of divergent goals.
.All this did wasvlimif,the perspective of certain faculty staff so that they
were unable to visualise N.Y.U. as a whole organization. In an endeavour to
attract outside funding from the Ford Foundation senior officials of N.Y.U.
became "change agents" in forcing that university to pursue a particular
course. Much criticism was generated by some faculty staff on the grounds
that their views had been disregarded. During this period of disturbance

at N.Y.U. a forceful role was adopted by President Hester and this
encouraged an examinagtion of the role expected of a vice-chancellor at an

Australian university.
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With Adstralian universities becominhg more compleéx it ‘was' recognised '
that a person appointed to the position of vice-chancellor would need to
have special qualities. The process followed in selecting a vice-chancellor
was assessed in accordance with Gouldner's role theory and Herzberg's
research on job attitudes and staff selection. The application of
Gouldner's theory of gfoup tensidns was applied to explainvthe emergence of
the general staff as a viable campus grbup, reinforéed'by their desire to

become more involved and be able to participate actively in university life.

Developments of this kind were the direct consequence of the rapid
growth of Australian universities, triggered off by the Commonwealth
Reconstruction Training Scheme (C.R.T.S.) at the conclusion of World War II.
Similar growth was experienced in the United States of America during the
same period. The Commonwealth Government provided the funds for C.R.T.S.
and gradually the Commonwealth's role of funding Australian universitiés
assumed the lion's share. This development contrasted sharply with the
limited funding the Commonwealth Govermment had provided universities prior
to World War II. L R .

" With the Commonwealth Government's increased involvement in funding-
Australian universities, this led to the establishment of the Australian
Universities Commission (A.U.C.) in 1959 and its replacement in 1977 by the
Tertiary Education Commission (T.E.C.). The advent of the A.U.C. provided
the opportunity for the Commonwealth Government to co-ordinate the funding
arrangements. Universities were in fact being encouraged by the Common-
‘wealth Government to éxpand their facilities to meet State and national
needs. Nevertheless, the A.U.C. and later the T.E.C. were accorded, as one
of their functions, the task of promoting balanced development. One
advantagé of ensuring that balanced development occurred throughout
Australian universities was that it helped avoid the problem N.Y.U. had

experienced of having to compete with adjourning tertiary institutions.

By the mid-1970s uncertainties arose throughout Australian universities
with the rejection by the Commonwealth Government of the T.E.C.'s Sixth
Report (1976-78). Taced with a "steady state" situation Australian
universities found that the degree of flexibility they had enjoyed'ih-the
past had been seriously curtailed. In addition, high inflation was adding
additional costs which had to be contained within existing allocations. This

added to the difficulties of preparing budgets which were meaningful.
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Problems of this kind were also being -experienced by 'such public  research

and development organizations as the C.S.I.R.0. and the A.A.E.C.

The "steady state'" situation for Australian uni&ersities and the
imposition of staff ceilings for the public research and development
organizations has encouraged these Organizations to re-examine their
positions with the view of introducing schemes which permit some
flexibility. Appointments with 1imited tenure and encouraging staff to
take early retirement are two possible courses which could provide the
extent of flexibility required. Periodic reviews of segments of
organizational activity and the justification of their continuance is

forcing the adoption of measures which are more effective and efficient.

Financial stringencies, coupled with high unemployment have made
Commonwealth Governments sensitive to public opinion and criticism. To
counter criticism of waste and extravagance, Australian universities and
‘public research and development organizations are now expected to render a
fuller account of their spending and activities. This has heralded in the
concept of "public accountability". However, argumenté were presented
which were designed- to reveal- the problemstustralian-universities‘would
‘experience in matching inputs with outputs or the usual criteria used to
measure "public accountability". A similar argument was made for public
research aﬁd development 6rganizations, but for different reasons. The
difficulty for the public research and development organization to satisfy
'sublic dccountablllty" was argued on the grounds that research and

'developmental work may not have been produced at minimum cost.

“_‘The aim of this Chapter, therefore, was to isolate a number of
variables which can influence the preparatioh of a budget and note how
‘each enjoyé a relationship with the others. A number of these variables
) w111 again feature in the two Chapters which follow and, in some cases,
_alternatlve courses of action will be proposed to minimise issues having

the potential to cause conflict.
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CHAPTER 6

.. DEVELOPING AN ALTERNATIVE BUDGETARY MODEL FOR A
PUBLIC RESEARCH ORGANIZATION

At this point, it is timely to review issues which have been considered
in the earlier Chapters and which are relevant to the development of a

"budget suitable for a complex research and development organization.

It was noted that the essential difference separating a public research
~ and development organization from its counterpart in the private sector was
the "service" Versué "profit" motive. With "profit" being the overriding
factor governing the decision-making process used in a private organization,
the approach taken in formulating a budgetary plan involved some differences
and consequent changes of emphasis. An example cited of a particular
“difference was the reluctance. of private orgénizations to publicise their
research and development work—in—progress openly because this could prove

of benefit to their competitors; It is also truevthat certain facets of
research undertaken at Australian_universities are not publicised openly,
e.g., geology research in relation to mining and the laws 6fviibel as they
concern -social -science research. - However, whileureoognisingﬂthatwm
differences existed the argument was advanced which advocated that these
differences were not so marked as to preclude the private organization from
adopting a budgetaryvmodel developed for application in a public

organization.

..’Havingfestablished that such a budgétary model could serve both typés
.I‘of organizations and could also‘pfove suitéble for uéevih atteﬁding‘té‘fhe‘
" research activities of an'Australian university, the next step taken was to
highlight the importance for an organization to be aware of the "goals" it
had set. Ih this regard attention was drawn to the fact that "goals" often
~ represent certain facets of the functions determined for the organization.
Further, the life of some goals can be longer than for others. Real goals
were those more likély to;attract resource allocation than stated goals, for
in a research and development organization it is real goals which once

" identified represent work-in-progress or work planned for the future.

Once an organization is able to identify its goals it is then possible

for.the organization to subdivide a goal into a number of "activities". In

(155)
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some situations a 'goal!' may be represented by one activity but, as a

general rule, a goal usually comprises a number of individual activities
which may be undertaken concurrently or in tandem. The subdivision of a
"goal" into a number of M"activities" also provided a convenient unit for

budgetary preparation, assessment and measurement purposes.

A further benefit became evident which supported the adoption of an
"activity" as the relevant budgetary unit. In a research and development
organization an "activity" can be readily identified. The work associated
' with the activity can be perceived. This ready.idenfification with the
activity promotes better understanding and a greater awareness of the
budgetary implications generated by the activity during its life span. The
additional benefits flowing from the adoption of an "activity" as a

budgetary unit will be enlarged on later in this section.

The factors which could generate problems during the budgetary process
followed in a public organization were then examined. Some of the factors

more likely to influence the preparation of the budget were:

(a) changed circumstances;

{b) - leadership (the influence-of -the decision-maker); - -
(e) decision-making;

(d) organizational complexity, and

(e) public accountability.

In considering these factors other issues emerged which also exerted
é"ste_fprm of influence. Irrespective of whether the influence was direct or
?3 indirect these issues had the potential to create a degree of conflict within

: the organization. Issues which warranted special mention were:

(a) real and perceived roles;

(b) the preséures exerted by subcultures;

(¢) group tensions;

(d) job selection, and

(e) inadequate communication flow.

With these factors and issues in mind, a number of recognised budgetary
‘strategies or techniques was considered. -Each budgetary- strategy or
technique examined incorporated features which offered a degree of
attractiveness. However, shortcomings were evident when each was considered
in the context of a research and development organization. Two major short-

comings apparent were that no premium had been placed on the need for
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optimum flexibility and that, pure research could not be contained within

fixed time frames.

One important aspect of research and development work which surfaced
in the previous Chapters was the need to plan well ahead. Long-term or
strategic planning of research and development work was.isolated as being
essential because the implementation of certain kinds of research activity
require substantial leadtime. An example illustrating this requirement is
where future research is dependent on special equipment that has to be
imported from overseas. This exposed a further problem. Often what dictates
the acquisition of expensive equipment imported from overseas is the

availability of finance. The "steady state" situation imposed on the

_ funding of a public research and development organization is an example

~ where strategic planning difficulties can be encountered.  Although the

planning formulated indicates that orders should be placed for the equipment
required well in advance, this is predicated on the grounds that funds will

be available at that time to meet the cost. Operations within a '"steady

" state" mode cannot guarantee that funds will be forthcoming.

- Faced with financial stringencies, it was noted that public
organizations and Australian universities had to turn to the examination
of their own structures if they were to achieve a modicum of flexibility.
Rationalisation and restructuring had achieved some economies of scale while

other measures, such as fixed contracts, early retirement and the phasing

~out of certain activities, were capable of freeing resources for redirection

into new enterprises which these organizations wished %o introduce.

In summing up the position reached so far two conclusions can be made.

Firstly, in planning the future operations of a complex research and

l'deVelopment organization, there is a need for a budgetary technique or
' strategy which can adjust readily to the many and varied shifts of direction
"that arise during the course of pursuing goal achievement. Secondly, the-

_budgétary technique or strategy adopted must gain the support of thosé_Who

are to use it and, at the same time, pacify those who would otherwise be

-critical of the organization's operations.

The gquestion that so far has not been addressed properly is Why‘a

complex research and development organization warrants any special budgetary

‘technique or strategy. The simple answer is that there is no reason to

treat an organization of this kind any differently from other organizations.
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Earlier in this Chapter the point was made that in a research and develop-
ment organization it was possible to identify readily "activities" being
pursued. What is attractive to the budgetary planner is that the very
nature of a research and developﬁent organization lends itself to regulating
its operations in units of research éctivity. ‘These units of operation are
often described in such terms as "programmes", "prdjects" or Y"activities'.
The term "activity" has been selected for application in this dissertation
to describe the basic research and development unit, primarily to avoid
introducing any suggestion of time horizons usually associated with
"programmes" or "projects". Having selectéd the term "activity", the next
logical step is to adopt this as the budgetary unit against which change can
be measured. By way of an analogy, an "activity" can be regarded as a

. building block. When the blocks are joined together a structure results.

In the same manner by joining together particular “activities", it is
possible to form "goals" and “fﬁnctioné". What.this approach implies is
that at any given point in time, the whole organization can be viewed in
component parts permittihg a wideriuhdefstanding of the organizétibn's
-structure-and financial allocations throughout:the organization. . It.will.be.
recalled that in Chapter 4, based on the information contained in the
C.S.I.R.0.'s Annual Reports for 1979-80 and 1980-81, it was shown to be
possible to examine financial allocations on two bases. The first was to
note the spread of the total resources "cake" over the four principal
sectors of research: community interests; rural industries; manufacturing
industries; and mineral, energy and water resources. The second method was -
 to compare the financial allocations which had been made to the five
Institutes incbrporated in the C.S.I.R.0.'s organizational structure. Wheﬁ

" the 1980-81 financial year was compared with that of 1979-80, it was noted
that the Institutes of Biological Resources, EBarth Resources and Industrial -
Technology had improVed their positions at the expense of the Institutes of

Animal and Food Services and Physical Sciences.

"Activities", therefore, provide a simple approach for tracing and
pin-pointing shifts made to financial allocations. In this respect the
approach takes the form of a further means of communicating the
organization's intentions. To some extent by adopting a communicator role
the process adds a subtle dimension for satisfying a part of the "public
accountability" obligation. The information provided avoids any intrusion
into the freedom of operation, an aspect which universities would go to

great lengths to defend.



159

.While the adoption of M"activities'" as the basic budgetary unit has
been extracted from the operational mode of a research and development
organization, other types of organizations not engaged in research and
development work could also use "activities" as their basic budgetary unit.
The adoption of this approach may require an organization to make internal
judgements on what work constitufésvan acti?ify.r Ne&ertheless, it would
seem that the main advantage for the private organization, such as a

manufacturing complex, would be to move away from broad fields of activity

~and concentrate more on particular work areas. By reducing activity to

smaller units, it would permit activities to be controlled to the extent
Etzioni had proposed if organizations were to ha?e an adequate monitory
mechanism capable of measuring efficiency and effecti&eness. The adoption
of measurement by "activitiesY would also prove a suitable means of

isolating,"inputs" from “outputs'.

THE OPERATIONAL NATURE OF A RESEARCH ORGANIZATION

‘Research and development activity is essentially undertaken to satisfy
three main bufpbéeéivniﬁféilécfﬁal 6ﬁrioéit§;"prébiém"sélﬁing;'énd pfofif‘
motivation. In a university situation, where the importance of research
stems initially from intellectual curiosity, a number of published works
leads to a conclusion to this kind. An observation made by the A.U.C. in
i{s ?ifth Report (1973—75) wéé repeated in its Sixth Report (1976-78) when
| it stated that:
| "Research is an essential activity of a university ... the

extension of knowledge is at the very heart of university
work; indeed learning can only be experienced at the higher

Zebestif the minds of students are stretched at its

frontiers. Accordingly there is little need to justify

the role that research plays in universities or the

allocation of funds for research purposes."(l)

'Uhivéfsitieé-hévé‘aécéﬁtéd>6vér'thé centuries théArésponsibility'féri
M"The advancement of knowledge as well as its transmission to new
(2)
n

generations ... A conclusion of this kind is consistent with
observations made elsewhere. TFor example, in the Murray Report of 1957,
.where the role of research was being considered in the context of a modern

university, the observation made was that:
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M.+ there is one kind of research which is, in general, best
done in universities and the greater part of which in recent
generations has, in fact, been done in universities. It is
obvious that most of the basic secrets of nature have been
unravelled by men who were moved simply by intellectual
curiosity, who wanted to discover new kﬁowlédye for its

own sake."(s)

A university provides the type of organization where the individual can
devote time and effort to those issues which stimulate “"intellectual
- curiosity". In its Report of 1979 the Federation of Australian University
Staff Associations (F.A.U.S.A.) has summed up the responsibility that has
become institutionalised in a university as follows: "This reflects a
 commitment by the universities to the advancement of knowledge which serves
. to enhance the indiv{dual, institutional and national reputation in areas
- where international criteria of excellence are applied."(u)

The description of "problem sélving” has been selected to describe the
research and development pursuits undertaken by large public research and
development organizations, such as the C.S.I.R.0. and the A.A.E.C,  The
capacity for these organizations to undertake research is contained in
their individual Acts. For the C.S.I.R.0., Sub-section 9(1)(a) of the

Science and lndustry'Research Act, 1949, states: "the initiation and
.carrying out of scientific researches and investigations in connexion with,
or for the promotion of, primary or secondary industries in the Commonwealth
“wes™. A similar authority is prescribed for the A.A.E.C. Sub-section
%M17(i)(g) of the Atomic Energy Act, 1953, obligates the Commission "... %o
earry out research and investigations in connextion with matters associated
' with wranium or atomic energy, or in connexion with such other matters as
 the Minister determines."

‘While both of these éomplex public research and development
organiZétions have a résponsibility to the Commonwealth Government to under-
take research work required by the government, both Organizations place

"Stfeésron'thé éséisfahde'tbeybpbOVidé Australian industries, other

(5) (6)

organizations and  individuals. Collaborative -effort and "problem
solving" comprises the bulk of the interaction with Australian industries.
What is meant by '"problem solving'", when used in this context, is for the
.organization to conduct an investigation into a particular problem that has

arisen, collect relevant research data, an@lyse that data and then propose
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a.course of .action aimed at solving the initial problem, . Nevertheless,

both the C.S.I.R.0. and the A.A.E.C. have obligations to meet in fulfilling
their functional or national roles. The C.S.I.R.0., for example, introduced
recently an extensive research programme to study Australia's energy
situation. Six energy areas have been isolated: coal; petroleum; gas and
oil shale; substitute liquid and gaseous fuels; renewable energy; enefgy

(7)

storage and energy conservation. So far the research programme has
explored such matters as transporting coal from the mine to nearby shipping
. outlets; liquefaction and gasification; delineating Australian oil deposits
and the use of ion implantation techniques for second generation photo-

(8)

voltaic devices. The nature of work of this kind undertaken by the
C.S.I.R.0. goes further than the "applied" researdh‘usuélly associated with
"problem solving". 1In the past some attempt has been made to categorise
research into such compartments as "pure", "basic" or “applied". Professor
George drew attention to this problem in a paper he presented at a symposium
entitled "Research and Development in Australian Secondary Industry:
Industry, .Government andithe Universities" held in Sydney on 28 October,
19713 Professor Gedrge's concern was that industry and organizations, such
as the C.S.I.R.0., could regard themselves as apart from Australian

universities "

ees Lf the iﬁterpretation placed on 'fundamental' research
is that research associated with the "pure" sciences, as against that

undertaken in the applied sciences and technological fields."(g)

: Attempts to segregate research and development according to the kiﬁd of‘
 .institutibn where it is undertaken are likely to be short-lived. . The
labelling of research effort establishes artificial barriers which are
-irrélevant to the ehd result. The removal of these barriers,: according to
Professor George, is due mainly to the advent of an era of mutual co-
~_operation. In Professor George's opinion: "The Australian Academy of
:-Science with its Seience and Industry Forum hds brought together leading
scientists, industrialists; govérnment department heads and other communify

",(10) and this

leaders to discuss obstacles and aids to immovation ...
- initiative has focused on the. importance of research to the nation's
continuing well-being, rather than place research effort in distinctive
cdmpartménts. Apart from this muchrdévelopment work has been undertaken at

Australian universities in fields of medicine, dentistry, education, etc.

Furthermore, some Australian universities are now able to offer

11)

industry, commerce and the community an organized technical service. The
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University of New South Wales has establised the subsidiary, Unisearch
Ltd., while the Australian National University has recently set up the
organization ANUTECH.(12) Both of these organizations encourage work from
outside service and industrial organizations. The advantage to those who
avail themselves of the services offered is that access is gained to the
special facilities housed and operated within these univéréifies, ﬁhilé the
fees charged for the services provided are competitive. If anything, the
advent of these types of fee-for-service organizations associated with

Australian universities is indicative of the importance most universities

attached to "applied!" research.

The third purpose associated with research and development activity
was described as "profit motivation". A description of this kind has been
selected for it is consistent with the underlying principle pursued by a
pbivate research and'development organization that it exists to make a

profit.

The former Australian Prime Minister, Mr Malcolm Fraser, acknowledged

the contribution Australian industry had made to research and development

when he .observed: . "The economic development of Australia owes a great deal

to Australian industrial researchers and to those companies which have
established independent research organizations in this country. In a
competitive envirowment they have created, introduced and improved
technologies which are vital to our national prbductivity and to employ-

ment."(is)

‘ | Neverthelééé, Mr J. E. Kolm, Chairman;'Soufhern Region,‘Australian
Industrial Reseafch Group, when commenting on industrial research emphasised
that: "The prime objective of the industrial researcher is the physical
:H‘ achievement, a new preoduct, process or plant. Invariably, the criterion
is economic viability, even survival - a new product must be able to
édmpete."(lu) Kolm went on to point out that: "In the three decades since
World War II, Australian technologists have created an integrated complex
of primary and secondary industries. Industrial researchers have evaluated
and modifiéd éxiéting'téchﬁoiogieé. From this basis they have built many
 indigenous advances and inventions. Importantly, they have also probided
the bridge between relevant Australian science and the realities of the

marketplace.”(is)

Three private organizations mentioned in Chapter 2 which have
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intreduced planning, research and. development divisions. within their,
organizational structure were B.H.P., C.S.R. and Comalco. It is possible
to isolate the contribution these organizations have made as part of the
glowing tribute an Australian Prime Minister made to the research and
development work fostered by Australian industry. B.H.P., for example,
developed the steel product "Xtraform for use in producing lighter motor
vehicles. "Xtraform" is a high strength steel but, in addition to this,

(16), Furthermore, apart

. from being both weldable and malleable "Xtraform's" thinner gauge has

contributed to energy conservation by reducing the overall weight of a
sedan car. Current research-in-progress by B.H.P.. includes the development

of solar cooling systems.(17)

The C.5.R. is another private organization which has used its
research laboratories fo'develop proceSSes of benefit to Australia. The
utilisation of "bagasse" for wall board‘menufacture, the production of

ascorbic acid (Vitamin C) and the introduction of a wide range of plastic

-materials are the direct result of C.S.R. diversifying their research

(18)

efforts by broadenlng the base beyond sugar proce851ng. Each of these

Organizations has conducted 1ts own research activity over many years. The

fact that Comalco has only established its Research Centre in recent years

is an indication of the importance this private organization attaches to

research and development. The step taken by Comalco, at a time when an

- economic downturn was beglnnlng to have effect throughout Australia,

warrants a closer examination. .

Comalco s Regearch Centre, located at Thomastown, Victoria, was
establlshed in 1976 "... to provide a research and technical consultancy
service to all sections of the Comalco group of eompanies."(ig) The Centre

is divided into three distinct research groups: Extractive Metallurgy;

- Physical Metallurgy and Analytical Services. In addition, the Centre has

workshop, library and administrative facilities. An organization chart,

depicting the Centre's reporting structure, is illustrated in Figure 5.

 This chart has been included for the purpose of indicating how a private -

‘organization delineates its research establishment within the organizational

structure. It is estimated by Comalco that: YAbout half of the Centre's
work involves assistance to plants with day-to-day production problems and
in the various marketing areas of the company. The remainder comprises

applied research, some of which is in collaboration with C.S.I.R.0. and
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Local and overseasruniversities.ﬂ(gq).

The fact that an organization such as Comalco decided to establish its
own Research Centre reinforces the point made earlier in this dissertation
that sections of Australian industry wish to pursue their own research and
development programmes. - While this is to safeguard against industrial
espionage, it is also a pointer to the future of how the private
organization perceives its development. Large complex private organizations,
it would seem, recognise the value of engaging their own scientists so that
they can work unimpeded on the development of techniques, processes and
products of long-term benefit to the company. The present difficulty
graduates experience of entering the work-force in a time of high unemploy-
ment favours the private organization which can offer the challenge of

research and development work.

The researéh undertaken at Comalco'!s Research Centre involves
collaborative effort with the C.S.I.R.0. and Australian universities. It
was through a co-operative venture with the University of Queensland that

encouraged the introduction of strontium into alloy dévelopment work. This

led to the. emergence of stronger alloys for the automotive industry.and, in

n(21) The

diversification of Comalco's research and development work is illustrated by

- particular, “... to develop a better alloy for 'mag' wheels.

two further examples. The wider use of "Sisalation" as a home insulator is

continuing to be explored as part of the nation's energy conservation.

(22)

programme. The second example is the new aluminium bridge barrier rail

(23)

“that has been used on the F5 freeway in New South Wales. Comalco's

7“_ design minimises the potential damage to a vehicle and the barrier because

"... the rails project past the face of the poste by 78mm so that any
_ véhiéle colliding with the barrier will hit the rails and not the posts.
Should a vehicle damage a section of the rail, it can be easily replaced
‘because of the single installation and 'panel’ fabrication method<used."(24)
v'Onevbénefit; posSibly overlocked by Comalco, is that this type of barrier
rail could prove inﬁaluable in areas of North Australia where termites
‘quickly infest wooden barrier rails, nullifying the safety protection‘theSe
' rails are expected to provide. .

In Chapter 4 attention was drawn to the development of a "business
philosophy” by such private organizations as C.S.R. and B.H.P. Comalco has,
in effect, adopted a "research philosophy'" when it advocates that: "4

strong research capability would improve Australia's ability to:
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. adapt to eompetitionm - - o
. Serve new markets

. increase productivity

. introduce better envirommental controls

. develop processes and techniques that use less materials,
energy and capital

. present ourselves to overseas customers and others as

being fully competent in our industries."(zs)

A philosophy of this kind is also consistent with the encouragement
provided by the Commonwealth Government. Recently the Commonwealth Minister

for Science and Technology, Mr B. Jones, announced a plan whereby the

federal government "... will make it easier for companies to receive

research and development grants by making funds available for a three-

n(26) By adopting this |

month period without the need for securities.
approach -Mr Jones believes the scheme will promote vigorous industrial
résearch and development throughbut>industry.‘ Nevertheless; as indicated
in‘dhépfér:Q,‘sévéféi Adéfralian”pbivaté'bfgédiZations'préféf‘fo‘aVail
themselves of the research and development facilities offered by public
organizations such as the C.S.I.R.0. and thereby avoid any unnecessary

duplication of research effort.

The organization chart of Comalco's Research Centre at Thomastown,

‘featﬁred'in‘Figure 5, indicates that it proved necessary during the

formative years of the Centre's operations to distinguish three research

groups. Each of these research groups has the responsibility of performing -
the research and development work which is regulated by the degree of
expertise available within the group. At ény one time the group could be
engaged on a number of projects or activities. It will be recalled that
attention was drawn in Chapter 4 to the practice followed by most private

organizations of writing-off expenditure spent on research during the year

‘it was incurred.  To achieve this-end, what is necessary is a means by.

which costs and expenditure associated with each research activity can be

identified.

The operational nature of any organization engaged on research anc
development work involves a need and use of laboratories or suitable

accommodation to house their researchers, equipment, research and support
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personnel and access to necessary goods'and services. -Apart from these:
requirements is the need to recognise that some research activities will
require longer time sequences than others. It is on account of the potential
dissimilarities amongst research activities that proper budgetary control
favours treating each research activity as a separate budgetary unit. The
~arguments in support of this approach, and advanced earlier in this
Chapter, are: for the Australian university and the public research and
development organization, the ability to isolate costs associated with each
research activity are easier to control and are more readily identifiable
when considered within the context of "public accbuntability"; for the
private research and development organization, the ability to identify
rexpenditure assists with the writing-off of vresearch costs each year and
provides an accurate indication of what was the cost of producing a new

imarketable product or technique.

A further benefit accrues to an Auétralian university and a public
research and development -organization. Where funding is made available on
the basis of applying "incremental increases" or allocations according to
the imposition of a formula, a record of past performance and experience
_Provides historical data on which future projections can be based. Further,
additional costs, e.g., '"incremental creep" and accrued long service leave
need to be assessed. With the Commonwealth Government directing that, in
futuré, its public organizations adopt accrual accounting methods in the
- preparation of annual accounts, there is now a need for contingent

liabilities, such as accrued long service leave. to be accorded a monetary

©. value.

As special needs and requirements arise during the operational phase of
a research organization's series of research programmes, the nature and

effect of these will now be explored.

THE SPECIAL NEEDS AND REQUIREMENTS
In considering research and development work it is possible to divide
the work into three categories. The first category is where the research
and development is undertaken "by direction'. For example, the Commonwealth
Government may ask one of its public organizations to examine a particular

" problem and propose a solution. A private organization may give its

research division the task of exploring alternate uses of one of its
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products. 'The second cdtégory is where the résearch’ is part ‘of an overall’
programme of on-going work. This category can be described as research

and development "by extension". Whatever part of the organization is given
the task of formulating a broad outline of the research work to be pursued,
whether it is a centre, department, faculty, division or school, -a number of
research activities will be under way at any one time, with each activity
being a part of an overall master plan. This approach relies hea&ily on the
co-ordination and comparing of the results obtained by each research activity
for its success. Research "by extension" is the method used mainly by
Australian universities and public research and development organizations,
such as the C.S.I.R.0. and the A.A.E.C., because it is best suited to small
interconnected research groups where the results obtained can be discussed

at seminars, thereby benefitting all participants. In this manner, all the
researchers connected with the research programme gain knowledge of the '
work being performed by each research activity, even though they have not
parficipated in the research effort beycnd their own work. it is often

the knowledge that a particular research programme is being offered at a
unlvePSLty or publlc research organlzatlon which attracts individuals

hav1ng a research background in one of the Ffields encompassed by the broad
outline to join the organization. A similar incentive could be offered by i
a private organization if the research centre was large enough to permit the

researchers the opportunity of exchanging research findings.

The third category is best described as research and denelopment "hy
experimentation";"TO'scme extent this kind of research and development work
is similar to that undertaken '"by extension'. What distinguishes the two is
the chance outcome resulting from a piece of experimental work-in-progress
which yields a find different from what was the intention or discoveries
made by researchers applying their "intellectual curiesity'". It will be
recalled that it is this latter yardstick which the Murray Report of 1957

used to describe the role of research in a modern university.

Irrespectlve of how the research and development work is categorlsed
spe01al needs and requlrements can arise durlng the course of research which
"have to be resolved. Earlier in this Chapter when a review was made of the
issues considered so far, two points emerged as being integral to research
and development work. The first was the need for a situation where optimum
flexibility prevailed. The second point was a recognition that some

research could not be constrained within fixed time frames. The degree of
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flexibility associated with research. work. is.usually one, for the
organization to determine. It would seem a reasonable assumption that
management will permit that degree of flexibility which is commensurate
with the confidence it has in the efficiency and effectiveness of its
research operations. As to the duration of the research work, by adopting
long range planning measures, e.g., strategic planning, it is possibie to |
introduce a synchronised approach to the acquisition of equipment, materiel

and human resources needed for the research programme.

However, while this approach caters for known resources required, it
cannot anticipate those needs and requirements which can surface after the
research programme has commenced. Some examples of these issues are:
interruption to the supply of goods and ser&ices due to industrial unrest;
loss of research personnel who are attracted to ofhervorganizations;
industrial accidents which disrupt the research work-in-progress; inadequate
basic data; similar research undertaken elsewhere being published and the
rights patented; equipment failure, and fh’e enactment of restrictive or
limiting legislation. What becomes*evident from some of'the examples cited

above is that factors beyond the control of the organlzatlon can have a

dlrect effect on the progress of approved research provrammes. This suggests

that a series of contingency plans needs to be formulated which can be set in
train should an emergency situation arise. Although an aspect of strategic
planning concerns contingency arrangements, often the problems are such that

those involved in a particular research activity are best equipped to deal

. with the emergency.

Allowing a group engaged on a research activity a degree of flexibility
so that they oan invoke necessary contingency measures poses a number of
‘budgetary difficulties. Firstly, it is not possible to quantify in advance
the extent of resources necessary to deal with any contingency which might
arise. Secondly, the types of problems likely to arise.cannot usually be
 identified until they occur. Thirdly, until the problems are identified
and remedial action quantified, it is not known whether the size of the

'contingency'will'prove adequate. While it is possible to prepare a schedule

.of problems likely to. arise during a research activity and quantify the cost

of effecting remedial action, there is no guarantee the actual problems

encountered will be those anticipated.

As the building-in of contingency measures involves additional cost the

inclusion of this item in the budgeting of each research activity can
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inflate e¢stimdtes unnecessarily.: An argument'canibe;advanced that, overall,,
where a number of research activities is being undertaken concurrently, a
self-balancing situation will result. This line of reasoning is based on
the premise that some research activities would encounter few if any
problems. The contingency resources of these research activities could,
therefore, be used to alleviate the position of the remainder. The
difficulty with this premise, apart from the budgeting and accounting

- transfers involved, is that estimates known to be inflated, tend to
encourage inefficient methods of operation in the knowledge that additional
cost will be covered from the contingency funds. Further, if research out-
put is to be measured by research input, fhaf is "... the research activity
of an institution can be measured by the number of research workers it
employs, the value of its research equipment, the vaZue of research grants

i (27)

it obtains, and so o the building-in of a contlngency factor will

distort both real research inputs and outputs.

Nevertheless, the importance and relevance of having a contingency plan
aﬁailablé; should special needs and requirements warrant action of this kind,
cannot be overlooked. Later in this Chapter a case w1ll be made for
contingency plans to be an integral part of a "core" budget. The relevance
of aqsoc1at1ng special needs and requirements with the 'core" budget will be
supported on the grounds that for both public and private organizations what
-is paramount is the organization's ability to control resources_expended on
each research activity unsullied by marginal, and what could prove to be
- hypothetical, costs.  The main benefit of identifying actual research
‘expenditure_cléarly is that reporting, either to shareholders or as part of
- an acceptable '"public accountability™ reporting system, is simplified because

it does not require lengthy explanations to convey the true position.

‘Earlier in this section the need for an organization to enjoy maximum
flex1blllty in its operatlons was touched on. One approach - the phasing
in or pha51ng out of research and development programmes - was suggested as

one means by which the degree of flexibility enjoyed by an organlzatlon
could be optimiSed.:>Aéhieving flexibility and the application of the

phasing in and phasing out approach-will now be considered.
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PHASING IN OR PHASING OUT. RESEARCH . .
OR DEVELOPMENT PROGRAMMES

Attention was drawn in Chapter 5 to the consequences of a steady state
situation where this was imposed on Australian universities or a public
research and development organization. The likelihood that a steady state
situation could continue while the levels of inflation and unemployment
remained high had encouraged these organizations to explore other means of

redirecting existing resources.

This development is not new. The Williams Report of 13879 had drawn

. attention to the desirability for Australian universities to enjoy

flexibility when it pointed out that: "To cope with problems of change

and innovation in the period ahead universities will need more flexible

" staff structures ... To a limited extent flexibility can be created by

early retirements, provzstons for retraining and the shartng of staff by
different institutions. (28 Consistent with this approach the Williams

Committee made two associated recommendations:

'W 5.40 - that to provzde fbr deszrable fZextszzty and
znnovatzon universities prepare schemes for early =~~~
retirvement, retraining, secondments of staffs
introduae more exacting criteria for the granting
of tenure; increase the proportzon of annuaZ
appointments; and also prepare schemes for
redundancy in case such measures do not provide

the desirable degree of flexibility,"

"R 5.41 - that arrangements be negotiated with the civil
service, CSIRO, industry and other universities
~ for exchanges and secondments of staffk"(zg)

When these two recommendations are compared with those contained in the

- Report under the heading of "Research", an inconsistency becomes noticeable.

For example, the Committee recommended in paragraph R 5.35 that:

"... support for the proposals on special research grants made
by the Universities Council (and included in the costings
from 1981) to build up post-graduate duties at universities,

and also an increase in funds for the Australian Research
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‘Grants Committee and the National Health and Medical .
Research Council as proposed by the Australian Science and

Technology Council in its report to the Prime Minister."(so)‘

This particular recommendation is further supported by that contained in

paragraph R 5.37, where the Williams Committee recommended:

" .. that inter-disciplinary resedrch projects with a
limited life should qualify for grants from the proposed
research funds to develop concentrations of post-graduate

training and research.”(al)

The difficulty which arises from these recommendations is being able to
reconcile, on the one hand, the need for Australian uni&ersities to achieve
optimum flexibility through such schemeé as early retirement, retraining,
~ secondments and redundancy, with the suggestion, on the other hand, of the
need to build up research endeavour. In the meantime, Australian
universities have introduced the practice of examining their own internal
structures-as‘oné means of achieving a degree of flexibility suppressed by
a no growth situatibn.

What this demonstrates is that fléxibility has,beéoﬁé énuinteéfai féf% "
of the planning process. If flexibility is to be achieved, it reQuires
. careful and deliberate planning.’ However, the planning processes of a
‘university are affected considerably by numerous interacting forces, some

of which have an external origin over which the university can exercise

little control.:,Abpictorial presentation of the complex and interwoven

. network of some of the main forces a university must take into account is

‘illustrated in Figure 6., It is forces of this kind which influence the

- decisions taken eventually.
In Figure 6 the following forces have been identified:
. Funding
. Student Mix
. Technology
. Administrative Structure
. Emerging Professionalism

. Community Involvement

A closer examination of these six forces permits a better understanding of

how each interacts with the others:
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.Basically determines what a university. can

do in any one year. Where annual recurrent
grants are determined on a WSU or EFTS
formula, student numbers are important. The
supply of money also regulates the number of
staff that can be appointed during the year
and the ability to proceed with technology

-upgrades.

(i.e. in courses chosen) Student interest can
prove a strong determinant in deciding which
courses a university should offer. The push
for universities to offer more professional
and job orientated courses, commensurate

with technological advancement, is becoming
more apparent, despite-the wide range of

such courses being offered by the Colleges of

Advanced Education. There is also evidence

to suggest that if the present rate of hlgh

unemployment sub31des, this could lead to a
reduction in the number of students enrolling

at Australian universities in the future.

‘New technology may reduce the amount of

face-to~face contact lecturers have with

- their students. ' Already what is noticeable

is a wider use, and acceptance, of visual

and audio aids. Furthermore, students are
already demonstrating an interest in having
access to computer facilities, particularly

word. processing.

As Australian universities have become more

complex and their structures'have had to adapt

+to this change, the extent and scope of the

type of administration mecessary has placed
emphasis on specialisation., Resorting to the
use of specialists to deal with the special
nature of a university's administration has

stressed the requirement for co-ordination.
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Emerging: ' As-Australian universities have engaged-a
Professionalism wide variety of specialists, e.g., engineers,
doctors, accountants, lawyers, industrial
advocates, architects, etc., to attend to the
day-to-day business.affairs,,this has led to
the emergence of a professional group within
the Australian uniﬁersity system. As
professionals, these uni%ersity staff have
specialist skills and, by and large, acquire
a form of power in fhat-fhey'have an under-
standing of the bureaucratic processes
acquired from professional colleagues
located in the institutions with which they
deal. The advantage to an Australién
university is that through the use of
specialists the administrative processes
become more efficient and effective. Never-
theless, the cost to the institution may be
the transfer of deér"fb"the‘SPéciélist:
. Having fegard to the problems which emerged at ﬁ
N.Y.U. where the administration was described
as having become a critical elite, Australian
uhivérsities should encourage, if this is
~ necessary, more compatible relationships
between academic and professional staff.
Community: The influence the electorate can exert on the
‘Involvemgnt decision-making process of the federal govern-
ment has already been noted from the
~examination of "public accountability" under-
"~ taken in Chapter 5. As Prime Minister Menzies
had pointed out in 1957, interest in the
- operations -of Australian universities has
_incbeased in proportion to the extent of _
funding made available to these organizations

from the public purse.

While there are also other forces, e.g., specialised courses and the

imposition of quotas on some student intakes which could be listed as
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affecting the decision-making processes of Australian umniversities, those .
mentioned above serve as examples of how each force interacts with the
other. Any group given the task of engaging in long-term or strategic
planning must give due weight to the interaction of such forces if the

correct perspective is to be achieved.

By far the most significant contributor to a situation of optimising
flexibility in an Australian university or public research and development
organization will be funding. The adoption of any budgetary pian will, in
the end, be dependent on the resources available. From the examination
undertaken earlier, what became evident was that in the steady state
situation one of the opportunities of introducihg a new activity rests on
the ability of the organization to '"hive offY or "phase out'" an existing
activity. The need to "phase out" a partlcular course could occur in the
-teachlng area of an Australian unlver51ty because the course conducted is
no longer able to attract interested students. Alternatively, interest in
a particular course may wane amongst members of a faculty, either through
the retirement, departure or death of the staff member involved in ‘
>organlslng and conductlng the course. When c1rcumstances of thls klnd
~ arise the university concerned has the opportunity to "phase out" thls

course in order that a new course might be "phased in".

Organlzatlons which concentrate their efforts more on research work ave
better‘equlpped to adopt the "phasing in" and "phasing out' process because

- the nature of research is capable of observing time frames, even though the

time frames selected can vary considerably depending on the type of research

being undertaken. Research '"by extension', mentioned earlier in this
‘Chaptef, is ‘an example of where the "phasing out" and "phasing in" process
is designed to create a minimum of interruption. The "phasing out" process
can be organized so that it coincides with the decline of one or more _
‘research activities at a time when other research activities forming-part
of the overall research programme would be approaching full operational -
effectiveness.

The larger scale research activity - one which has a particular
" research task to perform - may require a longer 'wind-down" time. In such
circumstances, an important role that can be played by a long-term or
strategic planning group is to organize the 'phasing out" and "phasing in"
process so that resources freed during the "phasing out" stage can be

redirected without losing effectiveness. The '"phasing out" process will
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prove -smoother if-the human resources released can be placed in the new,
research activity being "phased in". Any major shift to pursue a new
research activity requiring expertise different from what is already avail-
able in the organization is one argument which supports short-tenured or
fixed-term appointments for research staff. Such staff appointments are
geared to the duration of the research activity for which the staff were

engaged originally to participate in.

The degree of "public accountability!" being imposed on Australian
universities and public research and development organizations today
suggests the aim is to curb expenditure so that the funds released can be
directed towards satisfying other priorities. The "phasing in" of new

research activity to replace that being "phased out" should not be limited
to periods where the funding received operates in a steady state mode.
.However, what has also become apparent'from'fhe earlyvexaminations under-
taken in this dissertation is that time constraints imposed on research
activity can become counter productive. A balance needs to be struck which
permits research to be pursued efficiently and effectively but which ‘at
the same tlme, can accommodate cont1ngenc1es and re81dual elements of a
'"phasing out" process until the time when freed resources can be utilised
elsewhere. Implicit in this approach is the idea that research endeavour
includes elements of a "core" structure. The arguments to suppoft the
development of a budgetary plan whereby a 'core" structure is identified

- will now be explored and a conclusion reached.

THE NEED FOR A CORE INFRASTRUCTURE

One of the observations made by the Carnegie Commission on Higher
Education, in its report published in June, 1972, was that: "In some
European countries, university teaching suffers, because the best minds -
and often those most involved in advancing the frontiers of knowledge - are

. . . . s .. 32
in research institutes divorced from unzversztzes.”( )

At the same time
this Commission also pointed out that: ... research may suffer in some
cases, because it does not become. subjected to the questions of able
students who, in this country (the U.S.A.), frequently uncover areas of
weakness in the 'conventional wisdom' or help to open up new lines of

n(33)

research inquiry.

Fortunately, this development has not occurred in Australia. Students
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both at the under-graduate and post-graduate lewvels,. interact with teaching .

staff who are pursuing their own researches. Hypotheses, developed by the
teaching staff, are often subjected to the scrutiny of students since the
process allows the communication and testing of ideas. Nevertheless, the
teaching load a lecturer is expected to carry places a 1limit on the extent
of research a lecturer can undertake. Sabbatical lea&e designed to oﬁer—
come this restrictuion allows members of the teaching staff of Australian
universities release from teaching duties for one year in seven to pursue
their research interests. Under these circumstances, a difficulty which
arises is that of including in the budget of a research activity that
portion of a lecturer's time to be spent solely on the research work. The
more sensible approach is to ignore costing the Qaiue'of fhe lecturer's
time spent on research as this will have been provided for elsewhere in the

‘teaching component of the university's estimates.

A similar situation will occur in respect of scientists employed in a
public or private research and development organizationvbut the implication
in budgetary terms is the reverse of the university position. The prime
task of a sc1entlst located 1n sudh organlzatlons as the C.S.I.R.O. and
~A.A.E.C. is to undertake research and development tasks determlned in
accordance with the approved programme. The qualifications of these
scientists, coupled with their participation in current research and a
knowledge of published research results provide them with a unique
combination of skills and expertise. Australian universities tap this
‘reservoir of knowledge by approaching scientists working in the public
and private sectors to supervise or examine students enrolled in honours or
‘pOStugraduafe‘courses. For the public and private organizations, the time
spent by their scientists on examining and supervising makes inroads on
operational research time. More importantly, however, their contribution

is of national benefit and significance.

Both of these examples serve the purpose of pin-pointing the
contribution to research which is made from three distinct and separate
‘areas. Neither of these areas would be regarded as warranting inclusion in
the "core! structure of a research programme that was peripheral to their

main research work.

Research and development undertaken today is greatly dependent on
support and back-up facilities. Where the research is part of a natural

science programme the basic facilities required are: laboratory space;
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equipment; .access.to a.computer for processing,data; and, an administrative .
infrastructure. A social science research programme may require less basic
facilities and can suffice on such necessities as office accommodation and
access to data stored in libraries, archive repositories or in private
collections. Access to computer facilities may also prove necessary to
process the data collected and, as with natural science programmes, social

scientists will require access to administrative support services.

Irrespective of what research acti?ities are undertaken, there will be
a need for basic facilities. This need can be projected through to a
larger research unit such as a department, division, sdhooi'or institute.
What becomes distinguishable is that size does not feature as a determining
factor in establishing basic needs. It will be recalled that when the
question of "public accountability" was discusSed in Chapter 5, one of the
difficulties exposed was the problem of measuring research output against

(3y4)

the cost of inputs. One of the reasons Verry and Davies considered

the measurement of output by input as an unsatisfactory approach was that
if a "... university is to be regarded as a true mulii-product enterprise
... it is somewhat arbitrary to regaid any one output as being more basic
‘or fundamental than any other." %) '

be introduced if each research activity had to be budgeted for on the basis

Simiiériy;'ah érbitfar§ element would

of including a.percentage’of the support services the research activity was

expected to draw on.

- The only meaningful yardstick that could be used to introduce a support
services component in ‘a research activity budget would be ohe calculated as -
a percentage of the total estimated cost and there would still be no
‘guarahtee that a high cost research activity would draw on the support
_Sérvices available in proportion to the amount earmarked in the budget. In
many cases a research activity with a small budget requirement can prove a
heavy drain on the support facilities available because of the nature of
the research being undertaken. An example of such a situation is where data
collected from a survey needs to be computerised for the purpose of
'cbmparing'the'range of variables the answers to a questionnaire have -

- generated.
The need to isoclate the actual "research" component of a proposed
research activity from the support services is argued by F.A.U.S.A. on

different grounds. F.A.U.S.A. makes the case that, in a university.context,

those who have the task of approaching outside funding organizations to
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‘finance research-activity should not be disadvantaged.amongst themselves. ,
The concern F.A.U.S.A. has expressed relates to the varying practices which
exist amongst Australian universities. To avoid having each university
apply different principles in formulating their approach F.A.U.S.A. suggests
that: "Running costs and basic facilities must be provided across all
departments to permit individuals within those deparitments to participate

in competition for external grants. Possibly more even distribution of
funds for maintenance of existing equipment and replacement of obsolete
n(36) Essentially what F.A.U.S.A. is

advocating is that all university research staff should enjoy "level pegging"

equipment wtll prove advantageous.

in their approach to outside donors, otherwise their funding proposals will
be skewed or distorted by having to include items of expenditure the

institution should be providing.

In cbnsidering_"service" typebexpenditure Pifzgerald'adopts a more
pragmatic approach. He has observed that: "There are persuasive arguments
for treating the construction and maintenance of buildingé, the development
of grounds and central administrative services as being essential items, to
be treated separately from the academic activities of the institutioﬁ."(37)
Although Fitzgerald doesvsﬁgéésf fﬁai: ”Eléctriéiié,'rﬁﬁeé,“éZéaning,“‘ |
insurance, ete., could be allocated on the basis of floor area occupied by
the departmént. Telephone charges could be determined on a per staff member
basts and‘computer services, printing, travel, food services and

n(38) Nevertheless, the

hospitality on the basis of recorded actual use.
division of expenditure of this kind amongst each research activity would
prove labour intensive and achieve no other purpose than satisfying
accounting doctrines and conventions in the most pedantic manner. A more
balanced aﬁproach would be to sheet this expenditure home to the institution
having overall responsibility for each research activity, e.g., centre,

faculty, school or institute.

The case for centralised institutional research and planning is covered
by Stubbs in his brief evaluation of the "centralised" versus "de-centralised"
approach. While his article concentrates more on the planning aspects
appropriate to an Australian university, Stubbs acknowledges that:  "The
advantages of a centralised (reseqrch and planning) umit are that the diverse
skills of the various‘people can be utilised in different combinations
depending upon the specific problems to be analysed and to arrive at

suggested alternative solutions ... By being centralised and at the same
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. time. covering most of the university's planning activities. and operations,
the unit as a whole is more acutely aware of what is going on throughout

the untversity and what policy problems may or may not be arising.”(ag)

From their different perspectives, both Pitzgerald and Stubbs are
drawing attention to the fact that certain facilities are integral to any
research activity but do not necessarily'haﬁe a direct bearing on the out-
come of the research work. What this does is reinforce the obserﬁation
made earlier that while a research activity depends on having access to
support facilities, the inclnsion of the cost of these facilities in the
budgetary plan of the research acti&ity would distort the real cost of the

research undertaken.

An alternative budgetary approach would be to regard all facilities
. associated with the furtherance of research as providing the "core"
element. Adopting the "cdre" approach W6u1d in&ol&e determining the basic
resources required to maintain the support and back-up facilities on which
a research activity depends. The '"core" would alsc encompass the minimum
number of staff needed to pfo?ide the suppoft facilities. When the Staffing-
_component and other expenses were expressed in financial terms the resulting .
amount would represent the minimum amount of funding required. ' This minimum

funding would be the "core" element of the budgetary plan.

The application of the '"core" budgetary concept does not have to be
‘restricted to a university budgeting situation. Any organization, either
public’ér private, could determine that part of its existing structure which

| fepbeéenfed the "core" element. Once the "core" element has béen'idehtifiéd
it would not have to be subject to the constant re-appraisal essential to
the examihafion of the budgetary implications of research activities. To
avéid the "core" elements from becoming too large a periodic review,
pdssibly eVery five years, would seem desirable. The "core" element could
also be subject to such criteria as the "phasing out" and "phasing'in"
principle. A further appeal for adopting the "core" concept is that
because it distinguishes the "core™ function of the overall research

| éndéaQoﬁf,-if léhds‘itéeif feédilybfo the 1b‘3‘?(13141111.1»3!,5:&"‘z:q:)pvc-oac'h fdrjfﬁn&ing.
allocations. Once the '"core" element of the organization's budgetary plan
is identified the remainder represents the research or project activity

warranting resource allocations.

The budgetary technique beginning to emerge can be described as CRA
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- (Core + Research Activity).  This budgetary technique will now be presented .
and evaluated as a budget model that offers research and development
organizations an alternative better suited to their planning needs and for

their obligatory reporting purposes.

BUDGET MODEL MAKING - THE CASE FOR CRA

It will be recalled that in Chapter 1 it was decided that the
definition which would be used to describe a "budget" was: any statement
of plans and expectations involﬁing future activities where expenditure is
compared against income received. From this definition it is possible to
isolate three key elements: "plans and expectations", "future activities"
and "comparing expenditure against income". Consequently, whatever
budgetary application féchnique or strategy is developed, it must be capéble
of satisfying these three key elements. However, what also becomes evident
when adopting this definition of the term "budget" is that the type of
" organization or the purpose the organization is designed to serve are not
faqtprs‘of prime consideration. These factors, although important, are of
éecondafyiéiénifiéancé; e

Earlier in this Chapter the point was made that there is no reason to
h treét a research and development organization any differently from other
organizations.  This conclusion is valid and is reinforced by the fact that, 3
in the past, a research and development organization has been forced to use
f budgetary strategieS’befter suited to other types of organizations. What
encourages the development of a particular budgetavry strategy for
appliéétion in a complex research and development organization is its
capacity to provide a more effective and efficient means of allocating and

controlling resource allocations.

The manner in which a research and development organization is
structured offers a particular feature to the budget innovator. By
structuring therrganization so that the overall operational framework
consists of a multiple series of reseafch "actiﬁifieé"gbaﬁ 6pera£ioﬁai ﬁﬁii -
the research "activity" - is identified. A research "actiQity", thevefore,
can be singled out as providing the basic unit needed to develop a budgetary
strategy. Hawving isolated a suitable budgetary unit, how does this compare

with other budgetary strategies that have enjoyed some measure of popularity?
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© A number of popular budgetary strategies was discussed more fully -in

Chapter 3. Of the budgetary strategies selected, two - PPB and ZBB - were

dependent on the need for a budgetary unit to be distinguishable.

Turning first to the PPB budgetary strategy. PPB requires various
activities to be grouped into programme categories. Tor example, Else and
Marshall have stressed that the PPB application depends for its future
success on: ... identifying objectives and the specific activities which
contribute towards these objectives. Ideally, the types of work covered by
the various contributing activities should be homogeneous so that all
activities contributing to one objective can be classified as a

’programme'".(uo)

Once programme categories have been determined the
planning process is then able to'proceed. During the planning process
arguments supporting each programme are prepared and then submitted to the
planning group for evaluation and consideration. Those programmes supported
by the planning group are then either adopted in whole or in part by the

management. Resources are allocated on the basis of the budgetary plan

- approved.

. The effect.of the PPB budgetary strategy approach has been summarised. . . ..

by Smithies as one which focuses on the process of comparison and

co-ordination and permits the revision of objectives, programmes and budgets

(u1)

in the light of changed circumstances and experience. A more recent

- Australian experience warrants a mention because it demonstrates the

confusion that can be caused when loose terminology is adopted. One of the

budgetary strategies outlined in Chapter 3 was PPB' (Planning-Programming

Budgeting). Several years ago the South Australian Government commissioned

"‘a management consulting firm to work with its Program-Performance Budgeting

Team for the purpose of improving that State's budgeting and financial
management processes. The Report produced advocated the use by the State

of PPB, but this abbreviation represented the budgetary strategy of Program-
Performance Budgeting. This strategy concentrates on "inputs" and "outputs".

The working definition of Program-Performance Budgeting adopted, and included

in the Report, describes it as:

"A plan which relates input resources (for example, money, man-

power and plant) to expected output results (service volume,

performance indicators or measures) using a classtification
(42)

scheme which groups similar endeavours."”
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Despite this more recent analysis of the advantages of adopting Program-
Performance Budgeting as a suitable budgetary strategy for government
financial management, the grouping of activities into a programme means

that the basic budgetary unit used in this application is a "programme".

Setting the basic budgetary unit at a level as high as a programme, it
was argued in Chapter 3, suffers the disadﬁantage of not benefitting from
the input lower levels of management can contribute. However, there is an
observation contained in the South Australian Report which stated that:

"PPB must become an integral part of decision making, at all levels, if it

s to fulfil its promise”. (43)

In view of the special features associated
with the PPB budgetary strategy outlined in Chapter 3, principally the fact
that it "is fundamentally bureaucratic in character", it would seem that the
budgetary model adopted by the South Australian Government is a %ariation of
the original PPB because greater stress is placed on the peformance of the
programme rather than the planning of the programme. With the South
Australian model placing emphasis‘on including all 1e§els'of the
organization in the dec151on—mak1ng process a55001ated w1fh the budget
preparatlon, it would seem this budgetary technlque moves closer to the

~ CRA budgetary strategy being developed in this dissertation.

The essential point which emerges in respect of applying either of
these PPB budgetary models is that each relies on the "programme" as the
budgetary unit. It is the "programme" on which these budgetary models rely

for the subsequent planning and resource allocation phases.

The second bUdgetary>Strategy to be considered in the context of
identifying a budgetaby unit is ZBB. When Z8B was examined in Chapter 3
 one notable feature was the wide variety of terms writers on ZBB have used
“to déscribe the basic budgetary unit adopted for assessment purposes. Phyrr
for example, has érgued that it is necessary for "all activities and
operations (to) be identified in decision packages'. Benveniste's
description was more éweeping when he stressed "that all programs have to be
rejustified anew'’”. By adopting the term "decision packages', Phyrr seems to
‘be implying that it is immaterial whether the budgetary unit of ZBB
represents a programme, an activity, a number of programmes or a .cluster of
activities. It is the package which becomes the basic budgetary unit so
that it can be "evaluated and ranked in order of importance by systematic

analysis".
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‘While this is' the first step necessary: towards developing a budgetary -
strategy that can offer a workable mechanism, a more recent development
noticeable in the area of financial management is the requirement for the
approved budgetary plan to be interfaced with the accounting system. It will
be recalled that when the disadvantages of ZBB were being,ne?iewed in
Chapter 3 attention was drawn to the drawback Anthony had exposed, in that
ZBB could not be interfaced with an accounting system. This is understand-
able because the main thrust of ZBB concentrates on the planning rather than
the financial accounting side of an organizétion‘s operations. Nevertheless,
the ZBB budgetary strategy does‘ha&e, as its budgetary unit, "decision

packages".

A review of d selection of recent literature that deals with financial
control in unlver31t1es encourages the adoptlon, in one form or another, of
the "unit" approach as the bases for measuring growth or isolating fixed
costs. Writing in 1973, Barnes suggested that the financing of United
Kingdom universities should move away from the system of 'programme

financing to that of "formula" financing. In this way: "Recurrent grants

to untversitics would not be. determined on the basis of what they proposed .

to teach or research. Instead they would be fixed by establishing a basic
income unit - say, the annual cost of educating an undergraduate in the
humanities. The cost for an undergraduate in other subjects and for post-
graduates would be fixed as a multiple of the basic income unit. "(uu) A ,
system of this kind is almost identical with the WSU or EFTS method used to |

allocate funds to Australian universities for their teaching areas.

The approach taken by Verry and Davies is from a different direction.
‘Their analysis concentrated on simple linear cost functions and the
conclusion they reached was: "... that each department has a certain fized
cost, or "set-up" cost, in terms of recurrent expenditure, which is
independent of the scale of teaching and research, to which is added a
constant cost per extra student or per extra unit of research output" (45)
In this respect the recognition by researchers, such as Verry and Davies,
that the operations of a department of a university entails certain fixed
costs is tantamount to- an admission of a "“core" element present in any

annual budgetary plan.

The deficiency inherent in the ZBB budgetary strategy that has again
been emphasised in this section is its inability to be interfaced with an

organization's accounting system. One of the questions posed in the




186

. questionnaire circulated amongst. Australian universities (Question. 7 of,
Appendices "B" and "C") asked if the budgetary technique or strategy in use
was interfaced with the organization's accounting systems. The overwhelming
reply was in the affirmative, although one suspects that the degree of
sophistication applying amongst Australian universities Varies in scale.
Nevertheless, the conclusion which can be drawn from the response to this
question is that Australian uniﬁersities recognise the need for the budgetary

and accounting systems to be interfaced.

Having established that a budgetary strategy which is based on an
identifiable budgetary unit provides the basis for greater efficiency and
control, the next step is to determine the relevance of a unit to an
accounting system. In this regard cost accountancy provides the necessary
link. Integral to efficient and effective cost control of an organization
is the'requirement to define.its cost centres or units. When reviewing the
cost systems applying in the teaching area of most Australian tertiary
educational institutions, Fitzgerald observed that: "The logical
conclusion 18 that the subject departments should become the academic cost -

cenﬁres" (46)

By 31ng11ng out a department Fltzgerald was using this as a
sultable cost centre to allow accepted cost accountlng ‘methods to be applled
What is regarded as important is not the size of the cost centre but the
identification the organization wishes to attach to a cost centre for the
_purpose of incorporating it into the accounting systems. In keeping with
this rationale it would also be valid to adopt as suitable cost centres, a

. research activity, a school or an institute.

_ _ If_the cost centre selected is small enough, e.g., a research activity,
the benefit such an approach offers is that it permits easier monitoring of
performance. In short, it makes possible the task of comparing actual
expenditure agaihst the budgetary provisions established at the commencement
~of the accounting period. This comparative capability is basic to adopting
an integrated budgetary and accounting system. The prime advantage of
having an integrated budgetary and accounting system is that it allows for
budgetary adjugtments to be made during the course of the finaneial‘year.
Using a system of periodic budget reviews throughout the financial year, this
process alerts management to likely over-runs of expenditure or reveals areas
of underspending which can be redirected into other areas or reserﬁed for a

special purpose.

The points which have been made so far can now be summarised briefly.
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- In selecting a research Mactiwvity" as.a suitable budgetary unit there, is no
impediment for such a unit to also serve as a cost centre. By adopting this
dual role, a research "activity" can become the basic unit for measuring
budgetary performance or collecting actual expenditure, with both functions
_being part of an integrated budgetary and accounting system. It’is this
capability which will provide the foundation needed for developing a system |

suitable for satisfying the standards associated with "public accountability'.

It is now appropriate to return to the point which Verry and Davies had
highlighted and that is "each department has a certain fixed cost". In the
previous section the term "core" was used to describe the support and back-up
facilities each research "activity" has to draw on during the course of its
operational life. The facilities which could be regarded as being part and
parcel of the "core" function are: the'building'honsing the research
"activity"; the secfetarial,.maintenancé and cleaning staff; the provision
of such services as électricity, heating, computing and transportation; and
the fixed element of operating éosts, such as telephonés; postage, freight
and stationery. The cost accountant purist would argue that annual:

_ recurrent expenditure of the kind mentioned should be apportioned over each
research "activity". Fitzgéféid;‘fsrve%émblé; éuggeétéwtﬁat‘géner31 o
operating costs and the cost of special services can be apportioned amongst
departments on a predetermined basis whereby: 'Electricity, rates, cleaning,
- maintenance, étc.,‘oould be allocated on the basis of floor area occcupied by
the department. TeZéphone charges could be determined on a per staff number
‘basis and computer services, printing, travel, food services and kospitality, _.?

on the basis of recorded actual use."(u7)

The logic of sheeting home costs to the individual "activities'" of an
organization's operations are very persuasive. There are several reasons
~ which challenge the necessity for resorting to this approach. Firstly, the
spreading of costs over each "activity' on some predetermined basis is labour
intensive. Although the accounting system can be programmed to apportion the
costs on a formula basis, the approach assumes the situation will remain in a
‘static mode. During thé'héight’of'its'operainnal life it is unlikely any
research "activity" will maintain a preconceived pattern. The formula
determined can be adjusted to reflect actual experience but all this does is
reinforce the point highlighted earlier that clerical effort is necessary to
process the adjustments required. Secondly, the question of whether the

benefits associated with distributing costs over each centre and the human
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* pesource’ effort involved is worthwhile meeds to.be .asked.. The matching of
effort against cost, particularly in those sections of an organization
which are considered "non—productiﬁe" as to "outputs", is a subjective
judgement. It is the type of judgement modern organizations are having to
re-assess against the back<drop of traditional practices. During periods
of economic downturns when cost cutting exercises are practised more widely,
those traditional practices which have little to offer for effecti&e'manage-

ment will become casualties.

The position of an Australian uni&ersity and a public research and
development organization places these organizations in a different position
to those research and development organizations located in the pri%ate
sector, in that they are not in business to make a profit. With Australian
universities and public research and development organizations so dependent
on federai government funding, once the‘cost of new buildings has been met
or special grants made available for the acquisition of expensive equipment,
thevfuture costs shift from the capital area of expenditure to the annual
recurrent grants (i.e., maintenance of buildings and equipment) ‘The taxation
benefits which accrue to the prlvate research and development organlzatlon
because operating expenses 1ncurred in earnlng income can be offset in
determining that part of income against which tax is payable are an important
-consideration for these types.of organizations. Howe&er, operating
expenditure is capable of being isolated irrespective of whether it is spread

over areas of "activity" according to some predetermined basis.

A compromise solution exists. While those service costs incurred by a
research "activity" can be sheeted home to each "activity" in accordance
with‘the concept of the "user pays', all other services and facilities
provided could bevmore readily grouped together as forming the "core" budget

of the organization's operations.

An Australieh university or public research and development organization
already embodies the organizational structure which would allow the 'core"
 budgetary function to be 1dent1f1ed The "core" would represent a
department, a school or an 1nst1tute This would have the effect of
recognising the "core" as a cost centre but, because of the purpose it is to
fulfil, it would be a cost centre of much larger dimension than a research
"activity". Ancilliary to the '"core" would be each research "activity".

Each research "activity" would have the responsibility of preparing its own

budgetary estimates for the forthcoming financial year.
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. In .brief, a department, school or institute or whatever similar grouping
is decided on by an organization would, in budgetary and accounting terms,
be expressed as the "Core" + Research Acti&ity (CRA). For example, if this
approach is applied to one of the Institutes of the C.S.I.R.0., the "core"
would represent those "core" elements of the Di?isions and Units which are
a part of the Institute. The researdhv"écti§ifies"Varevrepresented byvthose
individual research "activities" which are sponsored by fhe‘Di§isions and
Units. For cost accounting purposes the "core" element of each Di%ision and
Unit, together with each research "activity", could be identified as cost
centres. Overall, the budgetary plan of an Imstitute Would_be represented
by the '"core" and the various research "acti&ities"; The perﬁasion of the
"core!" element throughout the organization's structure is illustrated in
Figure 7. What becomes noticeable is that, similar to an apple, the '"core"
- occupies a central position which is prominent from whatever 1e§e1 the
organization is being considered. Research "activities", while individually
discernible, are depicted as satellites owing their allegiance and

existence to the central "core'.

Earlier in this dissertation the'strength and weaknesses of some other
popular budget models were discussed. The strengths of the CRA budget model =
can be summarised as follows:

~{a) expenditure incurred by a research and development

organization can be. separated readily and is categorised

as "fixed" or "research" cost components;

(b) the monitoring of costs is facilitiated because the
' levels of the research operations are small enough to

 permit improved efficiency and effectiveness;

(¢) improved monitoring enables uncommitted resources to be
regularly rechannelled into other activities requiring

an injection of funds:

(d) as the budgetary unit and the cost centre amount to the
same unit of measurement, there is no restriction
preventing the application of an integrated budgetary

and accounting system;

(e) the development of budgetary estimates at the research
"activity" level permits participation by lower levels

of management in the budgetary planning phase. Equally,
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Figure 7: The central position of the ‘Core’ budget at whatever leve! the organizatioh is
----- being examined . . o o
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. lower levels of management are able to assist in the

monitoring of actual expenditure. The insight gained

by lower levels of management in measuring the actual
expenditure experience against forecast expenditure
represents a form of educational process which aids staff
at this 1evei of management with Future budgetany' ‘

estimating;

by separating the 'core! functions from research
"activities", any planning group established by the
organization to produce an acceptable budgetary plan
is assisted in the assessment process by having
identifiable activities in a form which permits easy

justification and comparison;

the emphasis placed'on research "activities" as the
budgetary unit of measurement enjoys sufficient
distinctiveness which also allows performance and

results to be appraised. This particular aspect is of

‘wider significance when the obligations an Australian

university and a public research and development

organization have in satisfying "public accountability';

the "core" element of the organization's étructure can
be reviewed periodically and necessary adjustments made.
Neverfheless; the "core" element is also capable of being
aéséssed oh‘a‘"stand alone" baéis, contributing further

to "public accountability" obligations;

long~-term or corporate planning practices employed by the
organization are enhanced because each research "activity"
amounts to a forecast of future needs. The procurement

of equipment or the provision of facilities can be
planned well ahead, reducing the possibility of resources
lying idle during a period of transition from bne activity
to another; o o | | |

by concentrating on a research “aétivity" as the budgetafy
and planning unit, the "phasing out" of old research and

the "phasing in" of new research can take place with a

minimum of interruption. Further, the organization is
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better equipped to accommodate early retirements or
implement redundancy programmes during periods of
economic downturns. In this respect the CRA budget model
introduces a degree of flexibility which enables the
organization to adjust to changed circumstances more

quickly.

A criticism that could be levelled at the CRA budget model is the
extent of cost centres generated. Some organizations would point out that
if they were to adopt the CRA budget model it would result with a
substantial increase in the number of cost centres that would need to be

maintained.

This criticism can be countered on three prinéiple grounds. As modern
‘complex organizations move to a position of éomputeriéing,their budgetary
and accounting systems, the capacity éxists‘for éxtending financial manage-
ment control with minimum human resources outlay. Extending the number of
cost centres so that each represents an identifiable operational area of
activity will improve the financial management reporting system. Secondly,
‘ dupingzthe;cpgrgelqf”developing a‘cqmpgteriged budgeﬁary and accounting
system there are long-term advantages for adopting a macré‘fétﬁefitﬁah‘a"
micro approach. Modifications to an established system which is all
embracing is simpler to reprogramme than one having a limited configuration.
Thirdly, whether the organization is part of the public or private sectors,
- governments or investors are demanding more detail on an organization's
operatiohal:activity.c This trend is strengthened by recent legislation
which has been enacted for the purpose of extending the responsibility
organizations have to disclose details of their operations. At the federal
level the Trade Practices Act, 1974, the National. Companies and Securities
Commission Act, 1979, and the Companies (Acquisition of Shares) Act, 1981,

are examples of legislation designed with this purpose in mind.

Having provided an outline of the CRA budget model and tendered
arguments in support of its adoption, this is now an appropriate point to
consider past budgetary practice which has encouraged the development of
CRA. What will become apparent in.the section which follows is that the
CRA budget model owes its genesis to the variety of budgetary applications
that have been used by the Institute of Advanced Studies of the Australian

National University.
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THE CASE OF THE. INSTITUTE OF ADVANCED STUDIES,
AUSTRALIAN NATIONAL UNIVERSITY

The unigue character of the Australian National University (A.N.U.) was
indicated frem the outset. When the then Minister for Post-War
Reconstruction and Ministef'in charge of the Council for Scientific and
Industrial Research, Mr J. Dedman, introduced the Aﬁetralian National
University bill into the House of Representatives on 26 July, 1945, he
stressed that: "We hope that this university will not be a duplicate of
other universities in the Commornwealth but will be a distinect type."(ua)

The distinctive character of the A.N.U. was that, inifially, it commenced
operations as a post-graduate university.‘ It was not until 30 September,
1960 that the Canberra University College, then affiliated with the
University of Melbourhe, would be incorporated into the A.N.U. although
Section 9 of the original Act provided for such an incorporation at some
stage in the future. The initial concentration by the A.N.U. on establishing
post-graduate facilities also appears to be the course being taken by the

newly emerging Northern Territory University.(ug)

- The four Research-Schools specifically referred .to in the Australian . . . @

National University Act, 1946,(50)

were accorded the charter of having
responsibility “... to éncourage, and provide facilities for, post-graduate
research and study, both generally and in relation to subjects of national

- importance to Australia."(51)

- With the merger of the Canberra Un1verszty College in late 1960, the'
four existing Research Schools became a part of the Institute of Advanced
. Studies, while the Canberra University College was redesignated the School of
General Studies encompassing the Faculties of Law, Economics, Arts, Science
and Oriental Studies (later renamed Asian Studies). The bringing together
of an_Institute responsible for post-graduate training and research, and
a.Schbol, predominahtly responsible for under~graduafe teaching into one
university structure, added complexity to an already unique organization.
Since 1960 three(?;iearch Schools have been added to the Instltute of

and, in 1980, the School of General Studies was renamed

the Faculties. By 1981: "Two-thirds of the University's post-graduate
(53)

Advanced Studies
training ... now centred on The Faculties.” The structure adopted to
organize and administer the University's Act is shown diagrammatically in

Figure 8.
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Council of the University

Institute of The Faculties
Advanced Studies

Board of the Institute
of Advanced Studies

Board of The Faculties

Research Schools
Biological Sciences

Faculties
Arts

Chemistry Asian Studies
Earth Sciences Economics
John Curtin School of Law

Medical Research Science

Pacific Studies
Physical Sciences
Social Sciences

Administration

University Centres(1)
University Library
-Residential Halls and Affiliated -
Colleges
University Union and Sports Union .
~Student and Staff Associations
Convocation(2)

(1) University Centres include the Centre for Resource and Environmental Studies,
- Humanities Research Centre, Computer Services Centre, North Australia Research Unit,
" Centre for Economic Policy Research, Social Science Data Archive, NHMRC Social
Psychiatry Research Urit, Australia-Japan Research Centre, Centre for Recombinant
. DNA Research, Contemporary China Centre, ASEAN-Australia Joint Research Project,
Developmental Studies Centre, Strategic and Defence Studies Centre, ANU Press and
- NHMRC Health Economics Research Unit. Other centres and activities include the
Division of Educational Services which embraced the Centre for Continuing Education.
Instructional ‘Resources Unit, Office for Research in Academic Methods, University
Councelling Centre, and University Health Service.

(2) Convocation, which elects four of its members to the University Council, comprises
academic staff, graduates of the University and others, who create community links
for the University throughout Australia and in many other countries.

- Figure 8 — Administrative structure of the Australian Naticnal University, Canberra.
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‘Mention has-already been made of the coemplex arrangements applying at
the A.N.U. At the time of establishment the funding arrangements applying
at the A.N.U. were also to differ from those of other Australian
universities. For example, Section 30 of the Act specified an amount of up
to £325000 for each of the first five years commencing on 1 July, 1946 and,
thereafter, an amount of £325000 per annum. Fees collected by the A.N.U.
could also be applied for the purposes of the University at the discretion
of its Council. This section of the Act has never been changed despite the
amalgamation of the Canberra University College'in 1960 and the Institute

of Advanced Studies now consisting of seven Research Schools.

On the last occasion the Universities Commission ?ubliShed details of
higher degree research and coursework student load {the 1977-79 Report),
the post-graduate students of the Instltute were shown separately from those
>of the Faculties (descrlbed in this Report as the School of General
Studles).(su) The fact that the A.N.U.'s Council allocates the funds it
receives between the Institute of Advanéed Studies and The Faculties as it
determines has attracted some criticism in the past because the basis used

(55) In

is effectively hidden and not made avallable for publlc scrutlny
its Report for the 1982-84 Triennium the T.E.C. has proposed that the A.N.U.
redress the imbalance of resource allocation between the Institute of

Advanced Studies and The Faculties.(se)

Although the Institute of Advanced Studies did not come into being |
until 1960, to help simplify the position the term Institute will be used to ;
" describe the budgefary practices observed by the four Research Schools prior ;
to 1960. .

In Augusf, 1946 an Interim Council of the A.N.U. was appointed with a
large‘part.of the membership being drawn from.the professoriate of other ‘ %
Australian universities. One of the first decisions taken by the Interim '
Council was to appoint an Academic Advisory Committee of four members. The
members of this Committee had enjoyed senior academic appointments in the
United Kingdom and were elrher Australlans or persons well acqualnted w1th
academic matters peculiar to the Australlan situation. This Commlttee .
operated during the years 1947-51 and it was able to advise the Interim

Council on the basic plans and early development of the A.N.U.

The first academic appointments were made in 1948 but appointees

continued to work elsewhere until suitable premises .in Canberra could be
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lféund. Towérds the end of 1952 all but two departments had been established
in Canberra, even though most were housed in temporary accommodation.
Scholarships and research fellowships were made available to other
Australian universities so that their bright scholars could study abroad,
while leading overseas scholars were invited to Canberra for the purpose of
conveying their knowledge and experience to Australian teachers and research
staff. The structural organization of each of the four Research Schools was
divided into departments, usually identified by the particular discipline,
e.g., Law, History, Social Philosophy, Political Science, etc.(57) Each "
department was headed by a Professor who, for matters affecting the
operations of his department, was responsible to the Research School's

Director or Dean.(58)

The proliferation of departmentalism was an issﬁevwhidh attracted
comment by the A.U.C. in its First Report (1958-1963). A survey of
Australian universities had been undertaken by Professor W. F. Connell in
the late 1950s. One of the conclu81ons reached by Professor Connell was that
the multlpllcatlon of departments embodled educatlonal dangers.(sg) he
Commigsion concluded: ~Mustralian unzv@rSatteS‘are notable for their’
emphasis upon training for the professions, and this has led inevitably to
inereasing departmentalism within faculties. This tendency has been
encouraged by the extraordinary developments in science and technology

n(60) Later in this section, it will be noted that two

during this century.
~of the more recent Research Schools of the Institute of Advanced Studies have
been structured differently than on departménfal lines, adding further weight

to the need to recognise a "core" element in their budgetary planning.

Working within a departmental framework the head of department,
together with his departmental colleagues, devised an establishment suited
to theiresearch interests that were té be pursued. The academic staffing
of each department is divided into two categories - tenured and non-tenured
staff. Theoretically, this division of academic staff into two categories
was originally designed with .a. number of.purposes in mind. . The offersof4
tenure was a form of 1ncent1ve for attractlng leading séholars from overseas
to take up an app01ntment at the A.N.U. Furthermore, a proportion of
tenured staff located in each department would ensure that there was
continuity of the research endeavour being pursued. The ability to offer
limited tenure appointments was designed primarily to enable the young

scholar to undertake a particular piece of research work and then return to
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.8 teaching position, enriched by the research experience,

At the time the A.U.C. submitted its First Report (in October, 1960),
barely a month had elapsed since the Canberra University College (C.U.C.)
had amalgamated with the A.N.U., although the Report noted that because
"... the University (A.N.U.) was designed to be concerned primarily with

research and training in research ...”(61)

modifications would be necessary
to the A.N.U.'s administrative structure to cater for the needs of the
School of Gemneral Studies. While the original A.N.U. Act had foreshadowed
that such an amalgamation could occur at some stage in the future, it is
also worthwhile recalling that in the Murray Report of 1957 the enjoining
of the A.N.U. with C.U.C. was advocated on the grounds that such an arrange-
ment allowed "... common services to be organized and maintained without

n(62)

unnecessary duplication. Nevertheless, the A.U.C. went on to fore-

- shadow that: ... the School of General Studies will be exposed to

pressures associated with the Australia-wide rise in student numbers, and

1t will be necessary for the Administration to devise policies which will

protect-the high standards identified with the University. Success in the

new venture will add mich to the strength of the Institute, which in the

long run depends on an ever-growing stream of the finest young minds the

nation can provide."(sa)

What this indiéates is that from the outset the A.U.C. was convinced
that in relation to the A.N.U. it would be necessary to distinguish between
the Institute of Advanced Studies (I.A.S.) and the School of General .

- Studies (S5.G.S.) when drawing-up guidelines for the federal government to

allocate resources amongst Australian universities. The fact that the

resources made available to the A.N.U. were left to that institution to

~ determine the division between I.A.S. and S.G.S. resulted with a diffused

"meshing" process; not immediately apparent to the outside observer.
Conséquently; the "meshing" of resource allocation practised by the A.N.U.
attracted criticism of the kind voiced by Professor Williams, as highlighted

earlier in this section. In defence of the A.N.U.'s approach, the

 administrative machinery necessary to separate resource allocations between

the two major sections of the A.N.U.'s operations would have proved time

consuming and cumbersome. The process necessary to separate the two
operations would have established a claim for resource allocation support
and, in so doing, could have attracted criticism on the grounds that an

administrative bureaucracy was being maintained for no apparent teaching or
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. research benefit. . . . . . . . . . ... .

The approach taken by the A.U.C. in its First Report was to make a
clear distinction between the I.A.S. and S.G.S. on matters of staffing and
(64)

student numbers. However, when the A.U.C. nominated the grants it was

proposing for the 1961-63 Triennium, the grants recommended for the A.N.U.

concerned the institution as a whole rather than show a division between

! (65)

i the I.A.S. and S.G.S. This practice was continued in subsequent

(66) The A.U.C.'s

First Report, however, went to some lengths to reinforce the special needs

: triennia by the A.U.C. and, more recently, by the T.E.C.

of the I.A.S. for equipment. The following extract is indicative of the
A.U.C.'s attitude at the time:

"TI'he research character of the Institute of Advanced Studies in
the Australian National University precludes the possibility
of including the Australian National University (S.G.S.)
within this framework. In order to pay for the Institute's
existing commitments, to provide equipment for continuing

and inéreasing.reséarch; and to meet the needs of the School

of £1,067,000 be made available for the Australian National
University in the 1961-63 triennium. Major items of equip-
ment inelude general and laboratory equipment for the John
~Cﬁrtih School of Medical Research, and equipment. for research
programmes in particle physics, nuclear physics, geophysice
and astronomy in the Research School of Physical Sciences.
An amount of £50,000 is included for the purchase of
‘éapital equipment items in the School of General Studies‘”(67)

It is worth noting that at the time the A.U.C. was preparing the level
of grants it was to recommend for Australian universities for the 1961-63
Triennium, it felt constrained because: ' "The Commisstion, since its appoiht—
ment, has been too dccupied with the immediate financial problems of the

unzversztzes to devote an adequate amount of tzme to the probZems of juture.
y (B8) -
H

untverszty deszgn Even so, the A.U.C. was able to alert the

Commonwealth Government to some of the immediate problems it foresaw. While

acknowledging that changes were occurring within Australian universities
during the 1958-60 Triennium, the A.U.C. was quite specific when it noted
| that: ... there still vemains much to be done in making good the damage

caused by years of comparative neglect."(sg)

of General Studies, the.Commission recommends that an amownt. . = = = - . |
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. During the short time the A,U.C. had been in existence it had reached
the conclusion that: "The Australian community, while respecting
university training, does not appear to have shown a great deal of interest
during the ten of fifteen years in the real needs of universities, nor to
have acquired an understanding of their complex problems n(70) Consequently,
the A.U.C,vadopted the approach: " that restoration must proceed
simultaneously with expansion",(71) and went on to urge that the level of
funding made available to Australian universities be lifted from £1.6 per
annum per head of population, which applied to the 1958-60 Triennium, to

£2.9 per annum per head of population for the 1961-63 Triennium or an

increase of 81.25%.

It is with this background that the various budgetary strategies
adopted by the I.A.S. can be considered. In considering the budgetary
strategies used by the I.A.S. three phases are capable of being identified.

These phases can be described as follows:

(a) the establishment and formative phase;
(b) the growth and consolidation phase, and

. (c) the static, ageing and experimental phase.

Although the Hon. J. J. Dedman, when introducing the second readlng of
the Australian National University Bill in 1946, said:

"The Government 18 partzcularly anxzious that. the national
unzverszty shall be established in such a manmer that it

will bring credit to Australia, advance the course of learning
and research in general, and. take its rightful pZace‘among

the great universities of the world."(72)

the féalisation of this grand design was to involve considerable planning
and the application of "make-do" arrangements until the kind of facilities

were available for research purposes.

The period from 1946 until 1960 can, therefore, be described as the
establ ishment and formative phase of the I.A.S. In each of the four
Research Schools staffing establishments were regulated along déﬁartmental
lines,'wifh an attempt being made to divide the staffing equally between
tenured and non-tenured appointments. Every effort was made to attract
scholars having international reputations to Canberra. An examination of
the entries which appear in the early annual reports reveals that many

academic staff held higher degrees from the same overseas university. What
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" this suggests 'is that prior research and common - academic interests. had .
encouraged a "resettlement" of academic endeavour'by a particular homo-
genous group in Canberra. Alternatively, the reason could be due to the
fact that an appointee to the headship of a department encouraged his
former students to join him at the A.N.U. The "bringing of credit to
Australia", foreshadowed by the Hon. J. J. Dedman, is probably due in no
small part to the fact that the movement of academic enclaves to Canberra
where research could be pursued without teaching obligations, achieved

research results well ahead of normal expectations.

The establishment and formative phase required very little forward
planning. A head of depaftment indicated what positions would be filled for
the forthcoming financial year, either for a full year or part of a year.
_This enabled the salary and salary-related ekpenditure to be calculated with
a reasonable degree of pfedisidn. A department's "other ékpenses", usually
divided into such categories as research equipment, expéndable research
materials and field and survey, were gauged on the basis of known research
work-in-progress, new research activity departmental staff wished to pursue

the department during the forthcoming financial year.

Each Research School budgeted for items of expenditure considered to
fall within the province of a School, rather than a department. Typical
' items‘of'expenditure‘regarded as' a School's responsibility included:
_telephones, heating, electricity, postage, freight, appointment expenses
'ahd'édvertiéing;’ Scholarship stipends and associated expenses were also
budgeted for by the School rather than be left to a department. In this way
each School was better placed to monitor annual expenditure. Where
 ‘expenditure fell below the budgeted amount, the main reasons for the short-
fall were due either to appointees from overseas being unable to arrive on
the date nominated originally or that the delivery of equipment had been
delayed because manufacturers were unable to meet the dead-lines nominated
or that industrialvdisputafions had added to the manufacturing time.

The initial I.A.S. returns prepared for submission fo‘the A.U.C; coﬁid-
'be described as observing the Incremental Budgeting approach, supplemented
by a component to cover growth. The estimates of each department were
prepared on a line-by-line basis, i.e., each appointment, for example, was
accorded a separate line enabling the effect of "incremental creep", where

this applied, to be projected over the three year period. Departmental
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- budget estimates were then consolidated and expenditure peculiar to the:
School added. The resulting estimates represented the budgetary plan the
Research School had developed for the following triennium. During this
establ ishment and formative phase, there was little need for the I.A.S. to
introduce an elaborate long range or strategic planning process to deal with
resource allocation. The major planning neceséary during this phase was

associated with the design of buildings suitable for future research needs.

The establishment of the A.N.U. did achieve one important aim. A
national university of the kind originally envisaged for the A.N.U. proved
sufficiently attractive to entice academic doyens, such as Hancock and
Oliphant, to return to their homeland. Both of these researchers, on taking
up the Directorships of their respective Research Schools (Hancock as
Director of the Research School of Social Sciences, andv01iphant as
Director of the Researéh School of Physicél Sciences), were able to bring to
bear the experience they had gained from overseas research institutions.

The input made by persons such as Hahcock and Oliphant in planning the
. buildings now housing their Research Schools is still evident, although new
. technology and changes in community attitudes suggest different priorities

would be determined if these buildings were being planned today.

The establishment and formative phase was also a period where the vice-
chancellor was not subject to the vagaries of heads of departments on the
-matter of resource allocation. The prime task of the I.A.S. was to build up
to a level of staffing that would allow the research aims of each Research
'School to be fulfilled; provide the facilities needed to train post-graduate

students and engage in research of national importance. Consequently, the
ihitial budgetaryvphase in the life of the I.A.S. can be summarised as one
' involving the establishment of the four Research Schools and devising the

structure each would require for their operations.

The growth and consolidation phase can be used to describe the yéars
1961 to 1975. However;va "hiccup" did occur during this period. This was
~ the rejection by the Commonwealth Government of the recommendations contained
in the A.U.C.'s Third Report (1967-69). There is strong evidence to suggest
that the non-acceptance by the Commonwealth Government was made on financial
grounds associated with Commonwealth/State relations. Professor Williams'
account of the rejection of the Third Report is phrased carefully, when he

observes that:



202

- "The. finanoial rvecommendations of the Third Report of the . . . . . . .

' Commission were not accepted by the Commorwealth or by the
States. In August 1966, the Commission had delivered a
draft of its report to Semator Gorton, after discussions
with each state govermment. The report was received by the
senator before he had completed his discussions with the
Commorwealth Treasury and the State governments. In
September, Senator Gorton announced support for a programme
that was 5 per cent less for recurrent and 25 per cent less
for capital grants than the programme recommended by the |
Commission. |

Senator Gorton stated in the Senate on 21 September that the
reductions, which varied in incidence from State to State,
arose as a request from the Premiers at the conference in
June 'that consultations in some detaiz_should take place
between the Commorwealth and each State concerning the
recommendations of the Universities Commission'. Those
discussions took place, 'with each State separately, at
both‘tﬁe'5ffiéidi dﬁa‘Miniétéridlnleéei,"aké each State
indicated the upper level of the programme which it felt it
could support'. The Commorwealth adopted the upper limits
suggested by the States, except in Western Australia and
’Taémania, where on its own initiative it reduced the
. recormended recurrent grant by & per cent."(73)

A reduction of 5% by the Commonwealth Government also meant a reduction
of similar magnitude for the States. Based on the details provided in '
Table 6 of the A.U.C.'s Third Report, the saving to the States on recurrent

expenditure alone amounted to $11076000.(7q)

The financial dealings
associated with Commonwealth/State relations were obviously one of the
factors which contributed to the rejection of the A.U.C.'s Third Report. On
the other hand, Professor Williams' summary of the events hints at the
possibility that’preSSure'had been exerted by the States on the Commonwealth
at the June 1966 Premiers' Conference. In this event it would have been the
first occasion, since the end of World War II, that the States had expressed
openly their concern about the mounting cost of operating Australia's

university sector.

During the growth and consol idation phase experienced by I.A.S., three
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" furthér Research Schools were ddded - the Research ‘S¢hocls of Chemistry and -
Bioclogical Sciences in 1967 and the Research School of Earth Sciences in
18973. Why two of these Schools - the Research Schools of Chemistry and
Earth Sciences - are of interest is on account of their rejection of the

-adoption of the traditional departmental framework. Instead each School
is divided into broad areas of research activity (the Research School of
Chemistry arrangement) or into a number of small, semi-autonomous research

groups (the arrangement preferred by the Research School of Earth Sciences).

The consequence of this differing structure is that the development of
a budgetary plan requires a different approach. The most significant
difference is that a larger part of the budgetary plan becomes a School
activity. In effect, the School assumes responsibility for the foreward
estimating of services and facilities on which the research areas or groups
are dependent. Another way of visualising the arrangement is to recognise
that the "core'" aspects of the budgetary plan have been widened. The main
argument supporting this type of organizational structure for use in a
- Research School is that it avoids the rigidity inherent in departmentalism.
. The rigidity. referred to in a departmental arrangement is that departmental
boundaries tend to discourage a researcher from extending his or her

interests into other dlSClpllneS-

When reasoning of this kind is put to the test it will be found, as

~ demonstrated later in this section, that it is without foundation.

' Departmentallsm, on the other hand, can be readily defended on a number of
‘grounds. Flrstly, the arrangement ldentlfles a partlcular group of

-~ researchers and tends to provide a unifying factor. Secondly, each academic

member of a departmental team has a greater opportunity to influence the ‘
outcoﬁe of futufe research to be undertaken. Finally, from a budgetary

viewpoint, vacant positions can be isolated readily and a decision reached
on whether to fill the vacancy, defer making an appointment or dis-establish
the position. Whatever action is decided on; the history of each position |
and what research act1v1ty was assoc1ated with it in the past proves 31mple

Ito trace. The need for this kind of information may be relevant when

"public accountability" investigations are in progress.

The growth and consolidation phase saw an extension of Incremental
Budgeting within the I.A.S. but this budgetary strategy was now being
supplemented by a combination of Formula and Planning-Programming Budgeting.

Facets of Formula Budgeting were being applied to allocate support services
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" for academic research staff and for allocating PhD scholars .over the. various,
disciplines of a Research School where the ability to provide adequate
supervision depended on staff availability. Elements of Planning-
Programming Budgeting were surfacing in the non-departmentalised Research
Schools. For example, in the Research School of Chemistry research had

been organized around three topics: chemicals from micro-organisms;
chemical reactions activated by light; and the chemistry of rare metals.(75)
The annual estimates prepared by each Research School were in accord with
the approved triemnial plan. This arrangement enjoyed the advantage of
prescribing for each Research School, in advance, the new areas of growth.
From a strategic planning viewpoint, advanced knowledge of this kind
permitted action to be initiated ahead of the event. For example, the
advertising of new p051t10ns, so that when ‘the financial year was entered

which contained new posts, delays in fllllng the p081t10ns were minimised.

This phase of the I.A.S. can, therefore, be summarised as a period
which consolidated the establishment and formative phase that preceded it.
Some growth allowed modest expansiOn, as evidenced by the addition of the
. three new Research Schools to the Institqte." Furthep,.the research under-
taken throughout the I.A.S. was now being acclaimed universélif énaIVﬂ -
continued to bring credlt to Australia of the kind the Hon. J. J. Dedman

had env1saged

The last and durfent‘phase being experienced by the I.A.S. has been
- described as the static, ageing and experimental phase. This phase can be
‘deemed to have commenced in 1976 and is currently in vogue. It will be
:recalled that included in the section entitled "UnlvePSltleS" in Chapter 3,

mention was made of the suspension of trlennlal funding to Australian
universities by the Commonwealth Government in 1976 and the introduction

of the concept of the "rolling triennium".

The A.U.C.'s Sixth Report (1976 78) suffered the same fate as its Third
vReport in that it was re]ected by the Commonwealth Government. This
resulted with 1976 being declared an intercalary year and the Commission
had to make ... new recommendations for that year, based on govefnﬁéni |
instructions that new initiatives were to be deferred, that the proportion
of the relevant age-group going to university and the standards of recurrent
expenditure were to be kept at 1975 levels, and that expenditures on

building and equipment were to be sharply curtaile&."(76)
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The  defeat of Whitlam's second ministry in’' late' 1975 by 'the Liberal-+
National Party coalition heralded in a new Commonwealth Government which was
determined to make the nation's economic state the lynchpin in any future
govérnment policy determined. The reason the new government adopted this
raison d'etre was that during the election campaign it had perceived
throughout the electorate a deep concern with the cavalier and expansionist
approach of the A.L.P. government to economic matters during the years
1972-75. There is no denying that during the years of A.L.P. government,
salaries and wages had increased dramatically. It had been argued during
the late 1975 election campaign that without a compensating increase in
productivity the cost of Australian labouf would lead eventually to a down-
turn in the nation's economy. The subsequent increase in unemployment to
the present high level, approximately 10% of the work-force, lends support

-for the arguments that were presented at the time.

Nevertheless, two prime factors also need to be taken into account when
reviewing Australia's economic position since 1976. The general downturn in
. the Western world's economy was influenced considerably by the substantial
increases imposed by the 0.P.E.C. countries on the price per barrel of
crude oil. The mounting cost of oil began to intrude into secondary
industries, particularly the steel industry, on which Australia's biggest
company - B.H.P. - contributed significantly‘in earning income from overseas.
Australia's financial planners had no control over external factors of'this ,
kind and the end result was to éause havoc to Australia's economy and its
labour force. -If the new Liberal-National Party government was to obtain
the support of the private sector in helping to curb mounting inflation it

was obliged to set an example.

The damper exerted by the Commonwealth Government was extended into the
university sector. In accordance with the Commonwealth Government's wishes
the Universities Commission adopted the following specific guidelines for

developing the 1977-79 Triennium:

"(a) The universities to maintain their intake of students in
the years 1977 to 1979 at a.level comparable to that in
1976; ' o

(b) The total level of expenditure in 1977 to be $555 million
in December 1975 cost levels, consisting of $525 million

operating expenditure (In addition $6.2 million for
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Deakin University is- to-be transferred in 1977 from the.
advanced education sector) and $30 million building
expenditure; this represents a 2 per cent gfowth in real
terms over 1976, plus an additional $2 million for
 buildings, (the anticipated cash flows in the 1976-77
financial year are $525 million operating expenditure

and $32 million building expenditure);

() ALl but essential construction, upgrading and replacement
of buildings to be deferred for 1977;

(d) For 1978 and 1979, the Commission to plan on the basis
of a minimum growth in expenditure of 2 per cent per

annum in real terms."(77)

The Universities Commission acknéwledged that in implementing these
Commonwealth Government sponsored initiatives: The sharp restriction in
funds available for untversities in 1976 and the maintenance of this

stringency for the next triennium will stop university growth."(78) In
‘édditioh to the "étatic" situation which was being impdséd on the university
" sector was the uncertainty associated with applying thé "rolling triennium"
concept. In this planning aspect: "The Commission's understanding of thie
system is that each year it will be given guidelines in real terms which
wtll consist of firm éxpenditure figures for the following year and
bguaranteed‘minimum figures for the succeeding two years. The Commission
'wiZZ_repbrt annually, with recommendations for the following three years;
 each year the triennium will roll forward one year and a new 'third' year
 will be added."7® |
The application of the "rolling" triennium concept introduced to the
~ long-term or strategic planning processes operating at Australian ‘
uniﬁersities an element of instability because it placed in doubt the _
lengthy leadtime needed to introduce new teaching courses or embark on long-
term research projects. The problems anticipated in coming to terms with
the new arrangements- were also encountered by the I.A.S.  However, apart.
from having to adjust to operating within a "static" mode, the latter part
of the 1970s was to witness reviews of three of the originél Research Schools

of the I.A.S. (Research School of Physical Sciences in 1976;(80)

(81)

Research

(82)

School of Social Sciences and the Research School of Pacific Studies

in 1978), the first in-~depth reviews these Schools had experienced since
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© their foundation in 1946.

A periodic review of academic institutions was not new. In the early
1970s the University of Sussex had examined its structure and decided that,
in future, the organization would be reviewed annually in a structured
seqﬁence.(ag) " The procedures adopted by the‘Uhiversity of Sussex were well
known to Professor D. A. Low who had taken up the Vice-Chancellorship at
the A.N.U. in May, 1975 and had been at Sussex when the review arrangements
were introduced. Subsequently, the Williams Report of 1979 recommended that
the review sy?te? used at the A.N.U. should be adopted by other Australian
84

universities. However, it should be borne in mind that reviews of this

kind, particularly where eminent overseas scholars are invited to serve on a
review committee, impose a substantial cost element on the organization's

resources.

In each case the review committees' recommendations were couched in
such terms as: "... that the vitality of research depends on a continuing

shift from established to new lines of inquiry."(ss)

Already, some of the
- older Research Schools had begun experimenting with progrémme—fyﬁe research
- activity. The shift -the review committees-proposed to-enable new lines. of
inquiry to be introcduced accelerated the push towards programme research.
While this approach was developing in the Research Schools, stimulated by
the capacity programme reseafch had to cross traditional departmental
boundaries, Vice-Chancellor Low was formulating a plan to establish a pool
of money to finance a "new initiatives'" scheme for the I.A.S. To finance
‘this scheme it was proposed that, commencing from 1977, a 1% cumulative
amount be '"skimmed-off'" the top of each Research School's annual allocation.
The operati&e word in this scheme was "cumulative'" so that the financial
effect was: 1977 - 1%; 1978 - 2% and 1979 - 3%.

Each Research School could lodge "bids" for consideration by the
committeé established to handle the '"new initiatives" proposals.
Theoretically, the scheme was designed to free some resources of the I.A.S.
and redirect these towards new research endeavour. The concept was admirable
and, at another time, it may have gained enthusiastic support. Where the
scheme encountered difficulty was in applying the "cumulative" effect of
"skimming-off!" the top. Some Research Schools had already committed
resources to financing "“new initiative" proposals that had been developed
in-house. A 1% Yskimming-off" the top for each of the three years of the

triennium could have been tolerated but the "cumulative" effect of 1% in
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. Year 1 increasing to .3% in Year 3 led.to .some Research.Schools having. to .

abandon programmes that had been devised earlier with due regard having been
paid to the tight financial position before the "skimming-off" arrangement
was implemented. The fears expressed by the social scientists that the
scheme amounted to a ploy to redirect funds from their areas of interest to
the natural science Research Schools were confirmed once the details of

"bids!" approved were made known.

In some respects, the experience at N.Y.U. can be cited as having
provided the bench—mafk against which the failure of the I.A.S.'s "new
initiatives" scheme can be measured. The evidence available suggests that
the University's top management failed to appreciate what '"cumulative"
implied in a financial sense. However, once the scheme was announced the
University was committed to implementing the means of financing the scheme.
Further, it is doubtful if the University had anticipated the extent of
criticism Deans and Directors would level at the financing arrangements.
The major difficulty facing the Deans and Directors of Research Schools was

that the '"new initiatives" that had been developed in their own Schools,

elther'had to be severely curtalled deferred or abandoned. A number of

these "new 1n1t1atlves" had in fact been devised by the Deans or Directors
themselves., The scheme generated further extensive criticism at the academic
boards of some Research Schools. Similar to the N.Y.U. experience, the
reason for the scheme failing to gain general acclaim was that the concept
planned had not been circulated for comment and opinion before it was

implemented. If this step had been taken it would have alerted the

 University to in-house commitments entered into by some of the Research

Schools. At least two Research Schools are still experiencing difficulty
with their annual budgetary planning in overcoming funds lost as a

consequence of the 1877-79 "skimming-off" the top exercise.

It will be recalled that during the establishment and formative phase
of the I.A.S.'s development, mention was made of attracting youngeresearchefs
from overseas. What had not been allowed for during the long-term or
strategic pianning’of A.N.U. was that the young researchers of the early
1950s had become the "greying" researchers of the early 1980s. Ageing had
already become apparent in the senior administrative ranks when a number of
senior administrative staff were forced to retire on medical grounds during
the mid-1970s and outside appointees were preferred as their replacements

rather than promote existing middle-management staff who had extensive
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* experience in the A.N.U.'s operations:

As has already been mentioned earlier, the complexity of the A.N.U. is
increased because of the differing administrative, financial and budgetary
applications that are necessary in the operations of the I.A.S. as distinct
from the S.G.S. While the I.A.S. is required to concentrate on research
activity and provide post-graduate training, the 8.G.S. has the additional
task of allocating resources to under-graduate courses that have been made
available on the basis of a formula, e.g., EFTS or WSU. The appointment of
outsiders having little or no university experience created a vacuum in the
kind of expertise necessary for long fange or strategic planning peculiar

to a university situation.

At the time the recruitment of outsiders to senior management positions
was supported on. the grounds that it benefitted the A.N.U. by introducing
new talent having broader experiehce than existing staff had acquired. It
was advocated by the association representing the middle-management staff on
campus that justification of thisrkind would be found to be spurious if put
to the test. The University declined to accept the challenge but these out-

- side appointments-occurred at'a time when the A.N.U. could ill-afford to be
denied the benefit of advice that was based on a deep understanding of the
University's ethos. Furthermore, the approach taken by the University caused
a rift in its relations with middle-management staff that still lingers today,
based on the attitudes expressed by the A.N.U. Administrative and Allied

Officers Association.

‘ The vacuum was overcome partially by appointing additionai‘cémmitteeé
to undertake set tasks. All this did was superimpose on the A.N.U.'s

- existing organizational structure an extended committee system which was
costly to maintaih and an inefficient means of utilising existing human
resources. It will be recalled that in Chapter 2 the findings of Emery and
Trist, following their study of a United Kingdom food-canning factory, dis-
closedvthaf changing circumsfances, involving connecting factors, had led to
irreversible general change. The "ageing" situation becoming apparent at
the A.N.U. since the early 1970s would have prompted researcheré, such as
Eméry and Trist, to advocate the University should have introduced measures,
e.g., in-service training, to have avoided any disruption to the smooth flow

of the organization's operations.

The financial stringencies imposed .on Australian universities from the

mid-1970s encouraged widespread rethinking of the organizational structures
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,appropriate throughout the university sector. The Research thqo;s of the
I.A.S8., for example, have had to resort to experimentation if they'wéré’té
establish new fields of research in a “static" financial mode situation. One
experiment that offers a degree of flexibility is the introduction of project
or programme research. The main advantage of project or programme research is
that it is finite in duration. Resources freed from a "phasing out" operation
can be redirected into new research activity. In addition, projects or
programmes prove attractive to "greying" researchers who wish to complete a

particular piece of research work in the twilight years of their appointments.

The circumstances described above which the I.A.S. has experienced since
1976 can, therefore, best be described as the static, ageing and experimental
phase. The "static" state of funding received from the Commonwealth Govern-
ment has led to the emergence of an "historical! budget base. For example,
the intercalary year determined by the federal'governmeﬁt for 1976
encouraged the adoption of this year as the base for projecting the resource
allocations for future financial years. Variations to the "historical' base
were only possible by introducing such schemes as the I.A.S.'s '"new
initiatives“. Applying én "hisforicai" base has the effect of pfojeéting
“the "core" element of a Research School 's budgetary plan to the forvefront. =
In a “static" state the main factor affecting the preparation of the
budgetary plan centres around staff appointments, retirements and
resignations. It is the known commitments associated with the actual staff
.expected on the péyroll for the fobthcdming budgetary year which influence

" the outcome of the budgetary plan.

There are certainbspecial factors vwhich influence the development of
the_budgetary plan devised for the 1.A.S. It is proposed to examine briefly
two of these factors. The first that will be considered concerns the need |
for Research Schools of the I.A.S. to maintain flexibility. This will be
followed by reasoning which supports the need to separate operating

expenditure from that of equipment.

- MAINTAINING RESEARCH FLEXIBILITY. .

Much of the success of a particular budgetary plan will be dependent on
its ability to adjust to change in the light of actual experience. This in-
built feature assumes greater importance when the funding received contains
no growth e€lement. Earlier in this Chapter, compelling arguments were

advanced to support a situation where the unit for performaﬁce measurement
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. was both the budgetary and cost centre. The main argument favouring this

arrangement is that actual expenditure incurred can be compared with the
initial budgetary provision. This ready comparison enables adjustments
to be made to the original budgetary plan to either increase the budgetary
provision needed to accommodate actual expenditure, or vary the original

budgetary plan by transferring uncommitted funds to areas of need.

While the actual percentage varies between each Australian university
the Universities Commission acknowledged that: "... some four-fifths of the
operating expenditure of universities is committed to wage and salary

payments ..."(86)

Further, the Universities Commission had concluded
"incremental creep" even after allowing for some staff turnover added to
salary ‘and salary-related expenditure at the rate of three-quarters of 1%

. (87)
in any one year.

Although the "ageing" process noticeable in Research
Schools of the I.A.S. suggests that most staff falling within this category
would have attained the maximum salary of their salary ranges and,vthereforé,
"incremental creep' no longer presents the same problems as experienced in

earlier years. Nevertheless, where the annual recurrent grant of a Research

‘-_ School requires an amount of approximately 80% to be earmarked for salary

" and salary-related expenditure, this will become the prime area for achieving

flexibility by redirecting resources released from one position to another

requiring an injection of funds.

The case for Australian universities to enjoy some degree of flexibility
was made by the Universities Commission in its Report for the 1977-79
Triennium, when it pointed out that: "... because of unavoidable cost

increases and the need to retain some flexibility in budgeting, universities

require some growth in real expenditure to maintain a constant effective

standard of operation and went on to propose: ... a minimum of 13 per
cent per annum is required."(ss) .

The T.E.C.'s Report of February, 1981 on the 1982-84 Triennium took a
slightly different course when it outlined a number of proposals aimed at
optimising the extent of flexibility enjoyed by Australian univefsities.
Some of the proposals suggested were: S

(a) ihcreasing the use of non—tenured‘appointments;

(b) encouraging early retirements;

(¢) introducing fractional appointments;

(d) the wider use of job rotation schemes;

(e) extending the period of probation.(sg)
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+ Increasing -the number of non-tenured positions and introducing fractional
appointments are two of the T.E.C.'s proposals that have been attempted in the
Research Schoolé of the I.A.S. with varying degrees of success. The matter of
early retirement is one issue under active consideration. However, early
retirement contains an additional cost element in the form of accrued long
service leave. Apart from this is the present uncertainty associated with
superannuation. The unsatisfactory nature of existing superannuation schemes
applying at Australian universities is already well known to the T.E.C.(go)
Until staff can be made aware of the benefits flowing from joining any new
national superannuation scheme established for university staff, they are

unlikely to exercise an early retirement option.(gl)

While proposals of the kind outlined above are all designed to provide
Research Schools with the extent of flexibility necessary, when faced with
a no-growth situation there is a limit to which measures of this kind can be
applied. Perhaps the most telling arrangement for ensuring a Research School
builds~in a degree of flexibility into its organizational structure is to
. pursue research along project or prngamme lines. This ensures that the
~ research pndgrﬁakgn‘remains_subjéct to constant review and justification.
There is also no reason why research, strﬁétﬁré& én §r§je¢t"of”pfoéféﬁmé.
lines, cannot be pursued within existing departmental frameworks, even though

some research may intrude into other departmental disciplines.

.

' SEGREGATING RECURRENT FROM EQUIPMENT EXPEN‘DITURE

The'term’"equipmenf",'as applied in this section, refers to equipment of
a substantial nature. In the A.U.C.'s First Report (the 1961-63 Triennium)

the description used was "capital equipment".(92)

The lack ofvequipment needed for quality research at Australian
universities was one of the reasons that had led to the A.U.C. describing the
position as '"the damage caused by years of comparative neglect". To some
extent it can be argued that the student "explosion" following World‘War II
and the extraordinary growth of the university sector benefitted Australian
universities because it enabled them to receive funding fof éx?énéi&é itéﬁs‘
‘of equipment which, otherwise, they would have been denied. The establish-
ment of the A.N.U., initially as a research university by a federal govern-
ment desirous of having an institution of world standing, méy have also
contributed towards the upgrade of equipment used at other Australian

universities.
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. The fact that the equipment purchased for use in Australian universities,
would have a life span extending for a number of years encouraged the
adoption of the description "capital equipment”. Apart from the need for
Australian universities to "catch up" on their equipment holdings, two other
factors have exerted pressure on the demands placed before the federal govern-
ment by the university sector for regular equipment upgrades. Probably the
foundation of rapid technological change can be traced to the super-human
efforts industry made towards meeting the demands of war production during
World War II. New technology also flowed from space résearch which could be
channelled into other industrial applications. The second factor, and
probably the one which made the most significant contribution, was the advent
of the commercial computer and the subsequént refinements in thé size and
capacity of the hardware available. For Australian universities computer
technology introduced wider diversity to teaching and research and enabled

research data to be processed and analysed at a rate hitherto unknown.

The developments in the equipment field provide a further example of a
changing circumstance which warrants separate and special-consideration.-

This has been recognlsed by Australlan unlver51t1es for each has submitted

" to the T.E.C. claims for funding equipment purchases, argued on a number of |

grounds. The reasons given have been summarised by the T.E.C. as follows:

¥, the replacement of technologically obsolete or worn-out and

unserviceable equipment - all universities claimed that

keeping pace with the rapid increase in technological
sophistication in almost all areas of academic activity was

placing severe burdens on their existing equipment budgets;

. the upgrading or replacement of existing computer equip-

ment - universities generally continue to stress that
substantial additional funds are required for the
purchase of computing equipments; and

. the purchase of major items of equipment - a number of

universities claimed that the level of grant available in
recent years had been insufficient to permit the purchase
of large and costly items of equipment which were

particularly necessary for their research actﬂvztﬂes.”(QS)

Equipment of the kind necessary for conducting sophisticated research

is expensive. For this reason public research and development organizations
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- such as the C.S.I.R.0. and the A.A.E.C. make availagble their facilities to
tertiary institutions. A good illustration of sharing expensive research
facilities concerns the development of SYNROC. This substance, developed
jointly by the A.A.E.C. and the Research School of Earth Sciences, is
designed to enclose radioactive waste in a non-deteriorating skin. Samples
of SYNROC have been subjected to acceleratéd'rédiationvdémage testing by the
A.A.E.C.'s HIFAR reactor located at Lucas Heights.(gu) Mutual co-operation
of this kind between public funded research institutions avoids duplication

and is a more efficient use of taxpayers' money.

The uneven spread of funding required for equipmenf acquisition becomes
apparent in examining Table 8,2 of the Universities Commission's Report for
the 1977-79 Triennium.(gs) While the overall grants to Australian
universities rose from $20.155 million in 1977 to $22.415 million in 1979,
an increase of 11.2%, a number of universities received a larger grant for
the year 1978 than for 1977 and 1979 (Australian universities affected in
this way were: Newcastle; Macquarie and Flinders). Other universities
received a larger grant in 1977 than for the years 1978 and 1979; or more

in 1979 than they received in the years 1977 and 1978. With this extent ofr

uneveness, it reinforces the conclusion that grants are recommended by the =~

T.E.C. on the grounds of needs that have been justified. A further
conclusion which can be drawn is that if Yequipment" grants were amalgamated
with recurrent grants each Australian university's grant position would be

distorted.

"In the I.A.S. of‘the A.N.U., the allocation of equipment monies has:
been_sﬁbjected to rigorous evaluation by a committee appointed for the
purpose of determining a fair and equitable disbursement of the funds made
.'availablé. The nature of the research undertaken by the natural science
Reéearch Schools makes them heavy users of expensive equipment items, when
compared to the social science Research Schools. Since the early 13970s
the equipment grant has been divided into two parts. The first part is
applied to acquiring equipmeht associated with research activities. The
'sedond:paft'is'direCted towards purchasing computer hardware or- upgrading-
existing hardware configurations. The division of the equipment grant into
these two distinct categories has ensured that optimum benefit has been

achieved, both in terms of cost and capability.

As highlighted earlier in this Chapter, the effect of the "rolling"

triennium, i.e., each year of the triennium will roll forward one year and a
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‘ney "third" year added, is not an efficient means of acquiring equipment.

The T.E.C. has acknowledged the arguments presented to it from Australian

universities when it observed:

"Universities also strongly support a return to triemnial
funding for equipment,. arguing that equipment expenditure
18 similar to recurrent expenditure in that replacement
18 a recurring commitment which may be postponed for a
time but which is ultimately unavoidable. Triennial
funding is also seen as a means of overcoming
difficulties in arranging procurement programs for the
more complex and costly items which require lengthy lead

times for specification, manufacture and delivery. n{(96)

In conclusion, what emerges in respect of the need to separate equip-

ment from recurrent grants is that at the level of a Researdh School in the

I.A.S., '"capital equipment'" is regarded as a School responsibility when it

- comes to nominating the "bid" for the equipment required, meeting the cost
- of maintaining the equipment and the eventual disposal of the equipment

.when it is no longer economic.to repair. This approach highlights the role

of the Research School and reinforces the advantage of placing "capital

equipment"” within the '"core'" element of the School.

SUMMARY

' Thé'bﬁpértunity‘was taken at the commencement of this Chapter to focus
on those issues which affect the development of a budget suitable for a
qompleg research and development organization. Factors such as: changed
circumstances; leadership; decision-making; organizational complexity and
public accountability, it was argued, each contribute to the development of

a budgetary plan whether directly or indirectly.

On the evidence presented it was possible to form the conclusion that

_ whatever_budgetary,strategy;is‘developedvforAa complex research and develop-

ment organization it had to be capable of accommodating the many and varied
shifts of direction that arise in achieving goal attainment and be supported

by those who will be required to use the strategy.

The manner in which research is undertaken, i.e., according to research

"activities" provides a budgetary unit that offers the extent of control
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. BEtzioni had proposed was necessary in measuring.an organization's efficiency,
and effectiveness. This prompted an examination of how a research
organization conducts its operations. What became apparent was that while
the type of research undertaken at an Australian university is along
different lines to that pursued at a pﬁbliq research and development
organization, there is little difference in the budgetary arrangements that
apply to each of these organizations. Furthermore, Australian universities
and public research and development organizations oftén collaborate on
research work of mutual interest. Private organizations were also making a
significant contribution to research. The confidence that private
organizations had for the future of research had been confirmed in recent
years with Comalco establishing its Research Centre at Thomastown in

Victoria.

It was suggested that reséarchvand development work could be divided
into three classes: '"by direction'"; "by extension'", and "by experimentation".
Although the class of research work undertaken may depend on whether it is
- at an Australian university, public or private organization, what emerged

was that research work generates special needs. |
As a number of services and facilities are used in common by a group of
~ research activities, it proved possible to identify a '"core' of support
functions. Havingbidentified this "core" element, the postulation was made
fhat é "core budget for a research organization is possible. In support of.
ddéntifying the "core" elements the next task was to consider the advantages
of "phasing out" old research activity to permit the "phasing in" of new
activity. '

‘The need to explore further the 'phasing out" and “phasing in"
techniqﬁes proved of particular relevance to an Australian university; madé_
more so in recent years with funding being granted on a "static" basis.
During the course of this exploration, the interacting forces which affect
the developmeht 6f a budgetary plan for an Australian university were -
e#amined in more detail. To this end Figure 6 was designed to present, in
ﬁicfofiai fdrm,rfhé éiténéivenéss of fheAinfefaéfiﬁgdfbfcés ét piéy; -

The interactioﬁ apparéntvadded further weight for recoghising a "core"
element pervading the entire structure of an Australian university. The
"core" element became more apparent where a section of a uni?ersity's

operations is devoted to research activities. Argument was then presented
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in developing the budgetary strategy of Core + Research .Activity (CRA).

During the course of explaining the CRA budgetary technique the
benefit of having an integrated budgetary and financial accounting system
was traversed. No obstacle appeared to exist which would prevent a research
"activity" from being treated as both a budgetary unit of measurement and as
a cost centre for cost accounting purposes. By isqlating the Ycore'" element
the CRA budgetary strategy is able to provide the means of measuring the
efficiency and effectiveness of each research "activity". The Core +
Research Activity budgetary strategy, it was argued, also allows an easier
understanding of the overall budgetary plan, an important factor in

satisfying "public accountability™ obligations.

An outline was then presented of the manner in which the Institute of
Advanced Studies at the Australian National University had received funding
support in the past. By drawingron historical accounts and references
contained in the reports of the A.U.C. and, more recently, the T.E.C., it

proved possible to trace the I.A.S.'s development. For ease of reference,

~ three phasesiwere'idéntified.'jThetphases involved were: the establishment

~and formative phase (1946-1960); the growth and consolidation phase (1961- . = .

1975), and the static, ageing and experimental phase (1976 to present). From
the original four Research Schools included in the A.N.U. Act of‘19u6, the

I.A.S. now incorporates seven Research Schools. Initially, the budgetary

: approéch had observed aspects of Incremental Budgeting. During the growth

‘and consolidation phase this budgetary approach had been extended with the

supplementation of features of Formula and Planning-Programming Budgeting.
With the no-growth situation imposed on Australian universities since 1976,

this year had been used to establish an "historical" base upon which future

 budgetary projections had been made.

It was the "static" state of funding received and the realisation of
an ageing cohort arising amongst the research staff that has led to the
Research Schools of the I.A.S. experimenting. By far the most successful

experiment tried so far has been the introduction of research projects or

' pfogrammes'ofAfinife‘duratibﬁ.» Hdwévéf,bthebintroduction of research

projects and programmes has only proved possible by *''phasing out" old
research activities. The initial concern that research projects wowld not be
able to transcend departmental boundaries has proved ill-founded. In fact,
what has become noticeable is that research projects of a multi-disciplinary

character are being enriched because of the wider perception that can be
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" broughit’ to ‘bear ‘oh ‘the research analysis.

To conclude this Chapter two notes of caution were introduced. The
first stressed the need for the I.A.S. to maintain flexibility. Each
reduction in federal funding has the effect of curtailing the flexibility
a Research School can enjoy. The first cautionary note, therefore, is that
there is a limit to which a "static" state can continue to be applied to a
research institution if the quality of the research being pursﬁed is not to

suffer.

The second word of caution is that "capital equipment" monies should
continue to be kept separate from recurrent grants. The une?eness of monies
required to purchase or upgrade "capital equipment” will distort the levels
of recurrent grants made available and prove difficult for the outside

scrutineer to reconcile.

In summarising this Chapter it is contended that the arguments advanced

have established a case for introducing the budgetary strategy Core +

- Research Activity (CRA). Not only  is the CRA budgetary strategy of

partlcular relevance to a research and development organization, it also has

the capa01ty for belng applled in other organlzatlons where "activities"

need to be measured for the purpose of providing efficient and effective

control.
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CHAPTER 7

 BUDGETING FOR PUBLIC RESEARCH AND DEVELOPMENT
ORGANIZATIONS

It will be recalled that in Chapter 2, after con81der1ng a number of
deflnltlons theorists had proposed for descrlblng an organlzatlon, it was
decided the one developed by Blau and Scott provided a suitable description
of a large scale research and development organization. Blau and Scott's
definition had stressed that for an organization to achieve certain goals
it required a formal status structure wherein authority and the lines of

communication were clearly marked.

If the points stressed by Blau and Scott are expanded, it is not
unreasonable to conclude that implicit in their definition is a recognition
of the importance of establishing the means whereby decisions taken by
management can be communicated throughout the organization. By extending
these points further, if an orgeniZafien'is to achieve the goals it has
-prescrlbed the dec151ons taken by management to attain these goals need
to be communicated throughout the organization's structure so that the
employees can translate the decisions into actual outcomes.v It is the
process of planning leading up to the decisions taken by management which
requires further consideration because considerable planning is involved

in applying any acceptable budgetary strategy.

In the preceding Chapters, the examination of recent annual reports
published byfthe public and private organizations cited revealed that
planning techniques of one kind or another were being adopted as a tool to
aid management in the decision-makihg process. For example, it was noted
that both the C.S.I.R.0. and C.S.R. had incorporated strategic planning

into their management tool assemblages.

Two of the definitions developed by Kohler to describe a budget and
referred to in Chapter 3 were "a financial plan serving as a pattern for and
a control over future operations'" or "a systematic plan for the utilization
of man power, material or other resources". While both of these definitions
emphasise the planning aspect, they also refer to the control aspects-of the
budget once the budgetary plan is approved and adopted. However, when

certain recognised budgetary techniques were examined in Chapter 3 it was

(225)
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" noted ‘that ‘both PPB and ZBB concentrated heavily on the planning.side.of the.

budgetary preparation and did not offer an adequate control mechanism during
the actual cycle of the budgetary application phase. It also became evident

that these two budgetary techniques had limitations because they were

-designed primarily as a planning technique presenting difficulties for their

immediate integration with an organization's accounting system.

In this regard, the shortcomings of PPB and ZBB suggest that separating
"strategic planning" from the budgetary technique in use avoids introducing
unnecessary complications. There is sufficient evidence contained in the
recent annual reports of the C.S.I.R.0. to conclude that strategic planning
can be assisted by the details of actual operating results achieved through
the use of a budgetary technique which compares actual expenditure against
budgetary provisions. At this stage it.is.worth considering what is meant

by the term "strategic planning”.

Robert Anthony has described "strategic planning" as the process of
determining organizational objectives, changes in these objectives,

resources used to attain them, and policies that govern the acquisition, use

(1)

- and disposition -of these resources. - -What.becomes .evident from Anthony's . .

description is that the approach recognises objectives pursued by an

organization, whether new or redefined, and relies for success on being

_ granted the necessary resources. From Anthony's description it is possible

" to gauge the benefits that accrue to an organization's operations by -

introducing "strategic planning'" as a tool to aid management.

Stréfegic ?ianning, howevef,'dbesvinﬁolve a number of phasés.< Recently,
three writers, Gluck, Kaufman and Walleck, provided details of a four-phase
model they had evolved to evaluate corporate planning systems (an
alternative way of describing "strategic planning") and processes. The

four-phases they highlighted can be summarised as follows:

(a) Basic financial planning (Meet budget): this involves the

o annual budgeting process where procedures are developed to
forecast revenue, costs and capital needs, and to identify
limits for expense budgets on an annual basis. Associated
with this phase is the determinatibn of the selling price
of the goods being manufactured and an appreciation of the

marketing strategies to be pursued;

(b) Forecast-based planning (Predict the future): while this
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_planning differs from annual budgeting only in the length
of its time frame, the information necessary concerns the
number of products and markets served, the degree of
technological sophistication required, and the complex
economic systems involved. Planning in this phase is
aésistedAby trend anéiysis, fegfessibn'and computef |
simulation models. This phase also achieves more
effective resource allocation because the preésure of
long-term resource constraints encourages the
establishment of a circulatory flow of capital and

other resources among business units;

(c) Externally oriented planning (Think strategically): this
encourages examining alternative uses of the organization's
products, plant and equipmeht. ‘Related work is grouped
into strategic business units (SBUs) .or organizational
entities large and homogeneous enough to exercise
effective control over most factors affecting their
bﬁsinesées. Strategic planning is thus packaged in
‘pieces relevant to individual decision-makers, and strategy =
development is linked to strategy implementation as the

explicit responsibility of operating management. Manage-
ment is presented with a number of alternatives with each
choice usually characterised by a different risk/reward ‘

profile, or attaches priority to a different objective.

(d) Strategic management (Create the future): this brings
' together strategic planning and management and is aimed
at giving an organization an advantage by creating a
flexible planning process that stimulates entrepreneurial
thinking, but is reinforced by a corporate values system
' which aids management to fulfil the organization's

strategy.(2)

While this four-phase model for evaluating "strategic planning" may
appear, at first glance, better suited to a private organization, it can .be
applied to an Australian university and a public research and development
organization. The basic financial and forecast-based planning associated
with phases 1 and 2 can be related to the annual budgetary plan developed

by an Australian university or public organization. Although these
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‘orgahizations are mnot involved in sales or market capacity and potential,-
in the case of a university it needs to be aware of and be responsive to
short and long-term student interest in particular courses or staff
commitments to present and future research projects. A public research and
development. organization, such as the C.S.I.R.0., would also have to take
into account research in progress, augmented by Ffuture research into topics
suggested by the Commonwealth Government or from approaches made to it by

industry.

The externally oriented planning represented by phase 3 is of vital
concern. to an Australian uni&ersity and public research and development
organization because it amounts to the forward planning of future research
activity for the purpose of ensuring resources in the form of essential
~ human resources and equipment are available when required. By planning
ahead new research activity can be phased—in without creéting the under
utilisation of scarce resources. However, what is particularly significant
with the externally oriented planning phase proposed by Gluck, Kaufman and
‘Walleck is the value they see in grouping related work into SBUs. It is
_this grouping which can be viewed as_ﬁeing similar inngppfpgch to the
adoption of a "core'" budgetary unit having a number of research acfi&itieé
clustered around it which has been proposed in this dissertation. Based on
the ﬁddel advocated by Gluck, Kaufman and Walleck, the budgetary strategy
- of Core #+ Research Activity (CRA) presents a package of integral pieces

which can assist decision-makers in the strategic planning process.

Thé'phaée 4, or strategic management process, can be related to the
advantages reported in the more recent annual reports of the C.S.I.R.0. The
only difference is that the establishment of the C.S.I.R.0.'s PEAU (Planning
and‘EvéluAtionvAdvisory Unit) which conducts that Organization's "strategic
research planning" was an initiative taken by the Executive. Rather than

the Executive of the C.S.I.R.0. having their entrepreneurial thinking

stimulated, their forward thinking introduced to the Organization the concept

of "strategic planning".

There are aspects of '"strategic planning" which can avoid an
orgénization from committing itself to a particular course of action which
could prove disastrous. For example, Mechlin and Berg, adopting the
premise that: "For business, a commitment to research is first and foremost
an investment,”(S) they go on to point out: "Another limitation of ROI

(Return on Investment) has to do with the umpredictable nature of industrial
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- research.. A project may be a resounding technological success - it may even
reveal profound new relationships among natural phenomena - but still fall

A1)

far short of commercial success.'’

Technology can also influence "strategic planning". Drawing on Richard
Rosenbloom's earlier work on technological innovation, Kantrow makes the
point that "... a technological strategy brings together significant aspects
of the organizational and envirvonmental contexts of imnovation, thus
directing attention toward the interaction of all relevant factors -

including goals, structure, and Zeadership."(S)

If Xohler's description of a budget, quoted in Chapter 3, as
representing "a financial plan serving as a pattern for and a control over
future operations" is accepted as a reasonable'definition,'then the plan will
be improved substantially if it can be assisted with other forms of analysis
and planhing. From a management viewpoint, resorting te the use of the
"strategic planning" technique aids the decision-making process because it

takes into account factors which go beyond the immediate future or the
; budgefary period under consideration. In this respect "strategic planning"
~can be viewed as an approach which "looks down the track™ and by taking
into account all the evidence available, it enables the formuletioh‘of a'
variety of scenarios which dictate what would be the effect on the
organization if it proceeded to accept anyvone particular scenario or a

- combination of scenarios.

What becomes ev1dent is that "strateglc planning" extends well into the
'futﬁre. It is for this reason that "strategic planning" needs to be kept
separate and distinct from the budgetary plan. One of the observations made
by The Carnegie Commission on Higher Education in 1972 was that: 'When
e‘budgetary stringency develops, flexibility is much more difficult to
achieve. " 6 The financial stringencies imposed on Australian public
research and development organizations, e.g., the C.S.I.R.O. and the
A.A.E.C. and Australian universities since 1976 favour the use of long- term
or strateglc plannlng Organizations of this kind need to be aware of
>pr03ected developments that extend beyond the immediate budgetary year. 'Byt
“adopting Vstrategic planning" as a tool to aid management decision-making,
Gluck et.al.'s phase 3, or externally oriented planning approach, enables
alternatives to be considered which deal with maximising flexibility in a
situation of little growth. For the private organization, such as the

C.8.R., the application of "strategic planning" is used principally to



230

" makimise profit-making by deciding on'long-term strategies likely to -

achieve this given end.

While the Research Schools of the Institute of Advanced Studies at the

Australian National University have not included terminclogy such as

"strategic planning" in the naming of their planning committees, e.g.,

Futures Committee, Planning and Policy Committee, the terms of reference
accord with those which would be given to a strategic planning committee.
What is noticeable in some of the Research Schools' planning committees is
the inclusion in the membership of younger researchers or the mature
researchers of the periods the planning committees are considering. The
primary role of these committees is to consider the nature of future research
and whether it can be undertaken by redirecting existing resources. In
addition, given the emphasis oﬁ»pursuing résearch of national significance,
greater care is being given to selecfing projects whichvbfdaden the number
of disciplines involved. A concentrated approach along these lines avoids
duplication. For example, a national survey of public attitudes could

incorporate political, social and economic viewpoints, rather than

. concentrate solely on aspects affecting one particular discipline. To some

extent, an approach of this kind would prove more acceptable when measured

in terms of "public accountability".

The aim of the foregoing has been to highlight the importance of

" planning in developing a budget. No longer are budgets the result of a few

simple calculations on the back of an envelope. Planning and budgeting at
‘an Australian university and a public research and development organization
have been forced to raise the level of sophistication needed to prepare a
plan of‘énnual expenditure as their operations have become more complex.

The need to satisfy "public accountability" criteria would have encouraged
these organizationsvto introduce a more responsible attitude. However, it
would also seem reasonable to conclude that in respect of Australian
universities, the advent of the A.U.C. and its subsequent replacement by the
T.E.C., has introduced a degree of uniformity and established reporting
gﬁidéliﬁeé which has engendered self-discipline and responsibility. At the
other end of the spectrum, while the past reports of the A.U.C. and T.E.C.
have been designed to recommend to the federal government appropriate levels
of funding for Australian universities, the reports include an element of
forward planning. The First Report of the A.U.C. (1958-1963) foreshadowed

the examination and reporting on the various facets of the problems
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(7)

-associated with future university. design.:' ’ . More recently,. in.the T.E.C.'s

Report on the 1982-84 Triennium, a number of references can be cited where -
the Commission indicated it would carry out further investigations. For

(8)

example, the review of external studies and the greater sharing of

resources and collaboration between the University of Western Australia

(%)

and Murdoch University.

It will be recalled that in Chapter 5 mention was made of a pamphlet
published by the A.V.C.C. in 1952. One of the proposals contained in that
pamphlet was for grants received from the federal government to be made
available on a triennial or quinquinnial basis to permit the introduction of

long range or strategic planning. The establishment of the A.U.C. in 1959

witnessed triennial planning as the basis to be used for allocating resources

to Australian universities. Despite the acquiescence shared amongst

Australian vice-chancellors for a sysfem Whereby resource allocation
extended beyond a 12 months period, the introduction of triennial planning

forced Australian universities to articulate their long-term strategies.

The likelihood of having to continue to operate in a ''static state"

‘has encouraged Australian universities.to .further extend their planning .

processes well beyond the parameters of the current triennium in vogue.

However, what emerges from this approach is the separateness of the long-

term planning involved from the budgetary applications. The only relevance

‘the approved budgetary plan has to the "strategic planning" considerations -

is the establishment of a firm base upon which future predictions can be

pbojected_with any degree of accuracy.

The elements affecting the budgetary process necessary for a public

‘research and development organization, with particular reference to an

Australian university and dealt with in the preceding Chapters, will now be

summarised.

SUMMARY OF THEORETICAL ANALYSIS

Whlle adopting Blau and Scott s definition of an organlzatlon as
suitable for applying to a public research and development organlzatlon a
review of the literature reveals problems of applying this description to
a university. Cohen and March, it was noted in Chapter 2, reached the

conclusion that a university is a prototype organized anarchy, not knowing
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‘what - they are doing -and with goals that are either vague .or in dispute.
Adopting the conclusion Baldridge reached after his research into the
problems of N.Y.U. in the early 1970s, Dufty sees a university as a
pluralistic system, often fractured by conflict along lines of disciplines,
groups of academic staff and administrators and rifts between professional
Schools. From this Dufty concludes a university has a social and power

structure which is loose, ambiguous, shifting and poorly defined.

A more recent article by Dufty indicates that hé favours loosely
coupled structures for academic organizations, when he advocates that:
"Loose coupling should therefore be encouraged. Decision-making of all
types, both academic and non-academic should be decentralised as far as
possible. In other words, schools, faculties and departments should
allocate resources according to their own wishes and make their own academic

decisions unless there is a‘very gbod'reaédnvwhy they should not do so."(io)

The loose coupling Dufty is reférring to moves away'fram the figidly
structured centralised system having a formal status structure wherein
kauthority and the lines of.cbmmunicainn aré ﬁarked cleafly along'thé lines
Blau and Scott had.in -mind. Drawing from earlier research .into what is . .
functionally efficient for universities, Dufty suggests that in a university
situation loose coupling is: ™... essential if the organization is to
absorb people from widely divergent cultural backgrounds and deal with

diverse sub—environments."(ll) What Dufty appears to be suggesting is that

.~ where a university decentralises the decision-making process to schools,

faculties and departments, goals become more identifiable. A conclusion of
 this klnd is reinforced by the arguments advanced in Chapter 5 where, it
will be recalled, ‘research activities were shown to be subserv1ent to the

"core' budget.

The prdblem for a university in goal definition can be viewed in the
~‘terms Etzioni argded, in that goals justify the existence and activities the
organization pursues. However, by adapting Etzioni's further approach of
relatlng stated goals to the broad goals a unlver51ty determlnes and
associating real goals w1th those goals established by a school, faculty or
department, the distinction becomes clearer in organlzatlonal terms.. Work-
in-progress, or research planned for the future are capable, therefore, of
being viewed as real or perceived goals. An approach along these lines is
not confined to a university situation. It would apply equally to public

research and development organizations of the C.S.I.R.0. or the A.A.E.C.
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kind. -Decentralisation. of decision-making within a university along the

loose coupling lines Dufty suggests also enjoys the advantage of being
capable of constant re-appraisal on the basis of performance and achieve-
ment. At a Research School level in the Institute of Advanced Studies of
the Australian National University, rea] goa]s could be restated at perlodlc

intervals or varied (i.e., o0ld goals removed and new goals introduced).

Nevertheless, the important element which emerged from the examination
of goals was the need for these to be identified, whether they are regarded
as stated goals or real goals. In a research and development environment
goals provide the same impetus for achievement that theyvdo in any other
kind of organization. Goal identification can also be regarded as providing

the means which encourage the staff of the organization to work towards

achieving a tangible result. For a university, whether it is a prototype

orgahized anarchy or a pluralistic system or not, it is possible to tease
out goals. Admittedly, these goals become easier to identify if the unit
of activity is capable of being isolated and does not become blurred within

a larger and monolithic structure.

- The next element SLngled out as having some impact on the budgetary
process was changed circumstances. It was noted that changed 01rcumstances
could result from a number of factors. For example, the broad description

of a changing environment can relate to events which have overtaken

accepted past practice, a change in a society's attitudes, a wish to

participate in activities previously denied certain groups, changes in

'poiicies being pursued by a federal government or the imposition of some

form of sanctions. ' Other changes affecting an organization can be as a

consequence of outside dictums (e.g., industrial settlements or action), be

- voluntarily induced, be self-determined or simply occur because of the lack

of any positive action to the contrary.

These factors, whether operating singularly or in concert, prevent an
organization from rémaining static. However, changes of the kind mentioned
above can 1nfluence the budgetary process, mainly in connection with the |
planning phase. In respect of the stafflng component of an annual budgetary
plan scme examples mentioned earlier which have financial implications are:
early retirement; "incremental creep"; long service leave and superannuation.
In addition, industrial award variations, decisions of the Academic Salaries
Tribunal, national wage case decisions and variations to the premium rates

for Workers Compensation insurance are factors which have budgetary
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connaotations and, cannot be overlooked. The recruitment of staff from out-
side the organization and the time that has to be spent training these
staff in the ways of the organization also include a cost element which may

prove difficult to quantify in precise terms.

For organizations engaged.on research and development work heed must
be taken of society's attitude towards such matters as: worker
participation; rigorous safety precautions (particularly where nuclear
material or toxic chemicals are in&ol&ed); the use of animals in experimental
work, and equal rights, for these are issues which are capable of becoming
potential budgetary cost elements. The rapid advancement in new technology
is now emerging as a factor which embodies a capacity to cause change. For
example, phototypesetting facilities linked to a main frame computer

dlspense with the need to employ proof—readers.

Many of the dlfflcultles encountered in the past which arose from

' changed circumstances can be reduced con31derably if the communication flow
existing within an organization is improVed. Whether the organization is a
university, a public research and déVeiopment organization or its counter-
part in the private sector, those charged with the responsibility of making
. decisions need to be alerted to changes or perceived changes. Equally,
where there exists in an organization a group responsible for "strategic
planning", this group needs to be appraised of shifts which are likely to

have an impact on the planning process.

Durlng the course of considering the effect changed circumstances can
'have on an organization, the importance of the element - decision-making - =
became apparent. It was noted that throughout any organization the degree
of decision-making exercised is proportional to the level of responsibility ‘
accorded the decision-maker involved. However, closely associated with
decision-making is the question of leadership. Based on the leadership
' implications which emerged from Baldridge's study of N.Y.U. and in
| acknowledgemenf of thevcomplex issues a chief executive officer of an
Australian uﬁiversity is required to address, the opportunity was taken in
Chépfeb'S‘tb'cbnsidérvthdsé'aépéCts of leadership which some theorists had
-~ studied. Herzberg, for example, would favour an approach that involved
applying '"human relations" methodology. Rather than rely on personality,
Herzberg's view is that the most important task is to match the individual's
work capacity with the job requirement. Gouldner, on the other hand, would

adopt a different stance. Applying his theory of group tensions, Gouldner




- organizational structure, but may be shared with subordinates.

ever, when a university is studied they noted that: "Even a university

bureaucratic) is essentially horizontal.

power" was defined as "the use of 1nfluence among co-actlng peers to obtain

administration), but each resorts to voluntaristic and consultative processes |

* characteristic of a pluralistic system. By operating within such a mode it
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. would .see in.the appointment of a vice-chancellor an interest. group wishing

to retain power by having one of their own associates appointed to the
position. An appointment of an individual from an interest group would

experience a role change of the kind Gouldner has described as moving from

‘@ latent role to that of a manifest role.

‘While this analysis was able to provide an insight into the .discrete
forces at play with the appointment of an organization's leaders, it helped
focus on the special qualities needed by the leader of an organization
engaged in research and development work. For a university this revealed a
problem. In an examination of university decision-making, Pollay, Taylor
and Thompson have drawn attention to the situation applying in most
organizations where the decision-meking is "... characterized by vertical
power sharing (i.e., power is held by persons in upper levels of the

n(12) How-

with many characteristics of a vertical organization (i.e., highly

”(13? In this respect "horizontal

beneflts for thelr own 1nterests"

The various descriptions cited in the earlier Chapters allow the
conclusion to be reached that universities, as organizations, are complex

and bureaucratic (in the manner in which they attend to day-to-day

encourages the prdliferation of those wishing to participate in the decision-
making process. Balderston has described this aspect of a university's

operations as a situation where: !"Decision-makers strive for effective

participation and arve activated by their identification with the
(14)
n

organization, as well as by the desire for pay and status. Nevertheless,
Balderston, taking into account Herbert Simon's early work on the concept of

"bounded rationality", éuggests these groups function despite the situation

" Where the "... decision-makers are limited by incomplete information and by

difficulties of calculating how to be rational.”(is)

It is the complexity of the organizational structure of a university
which adds to the multiplicity of tasks expected of its chief executive
officer. The problems encountered, it was argued earlier, are magnified in

a situation where the funds received by the organization include little if
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‘any growth component.. The.view.was also advanced in the earlier Chapters

that based on the analysis of the N.Y.U. experience where funding is reduced
to a "static state" or parts of a university are in competition with one
another, the situation encourages the emergence of what was described as
sub-cultures. In this context a “sub-culture” ean_be tiewed as any minority
group within the organization which seeks to retain certain privileges,

secure influence or effect the decision-making process for a mutual benefit.

To some extent an organization which has evolved from a tradition of
operating along collegial lines encourages contradictory expectations to
arise, leading to the emergence of sub-cultures where the aim is to satisfy
divergent goals. By and large these sub-cultures come into being because

of a genuine belief in the correctness of their cause. For example, in the

I.A.S. of the A.N.U., the natural science Research Scheels may believe

firmly that their research should be funded at the expense of the social
science Research Schools because natural science research is more visible .

and can be readily identified with the needs of humanity. At first glance,

it would be reasonable to expect a taxpayer is likely to be more supportive

of flnanc1ng research whlch will lead to flndlng a cure for cancer than

research which attempts to hlghllght if there is any 1nconS1stency in the

writings of Karl Marx.

In Chapter 5 it will be recalled one of the characteristics the T.E.C.
had ascribed to an Australian university in its 1982-84 triennial Report

was that: "they are dedicated to the pursuit of free enquiry, knowledge

and scholarship; the understanding, preservation and enhancement of the

cultural heritage of their owm and other societies; and the passing on of
that knowledge and those skills to new generations in the form of vocational .

~and proféésional training as well as the provision of a general liberal

education.” The emphasis placed on "understanding, preservation and
enhancement of the cultural heritage of their own and other societies",
it was noted earlier, is one of the characteristics of an Australian
unlver31ty which separates it from public research and development

organizations ‘such ‘as the C.S.I.R.0. and the A.A.E.C.

A university's involvement in understanding, preserving and enhancing
its own and other societies assists with providing a fertile area for
sub-cultures to flourish. The on-going nature of teaching and research
offered by a university often determines the life-span of a particular sub-

culture. TFor example, in a "static state" situation a group seeking funds
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.for a specific.research project will exist as long as, it is denied the
necessary funding. General staff attempting to secure representation on
the Council or Senate of an Australian university can be viewed as the
activism of a sub-culture group. Once the aim of this sub-cultural group
has been achieved there is no longer a need for it to act as the cohesive

force in presenting a point of view or securing a given end.

Nevertheless, the complex and pluralistic nature of a university's
operations, reinforced by Baldridge's N.Y.U. study, permit some sub-cultures
to be isolated where, although loose and shifting they continue to exist
because they represent an operational character rather than a set of
circumstances individuals within the organization wish to achieve. By
projecting Baldridge's findings, examples of sub-cultures which represent
an operational character can be accorded "the administration", on the one
hand, and the "academics" on the other.  In some respects sub-cultures of
this kind reflect the traditional rivalry of a univefsity‘s academic body
towards the administration. Although this rivalry can be viewed as an
‘extension of the right to exercise "academic freedom" by members of the
~academic body, the arguments advanced earlier support a conclusion that
‘whét”héipé sustain fhis‘fiQaifywsfemé from the manner in which resources
are allocated.

The need fo achieve a balance in allocating resources throughout an
bAustralian university is not a relatively new task a vice-chancellor has
-been asked to acceptf Where the task becomes more difficult today is in
respect of the complex nature of the organization's operations. In today's .
‘situation Balderston has described it as one where: "4 university contains
a great array of processes and activities, each of which produces one or
" more types of results or outputs."(le) However, what adds to the
admiﬁistrative burden is the multiple sources and types of funding
associated with a,uhiversity's operations. In short an Australian vice-
chancellor ”... must give equal attention to processes, mechanisms, and
consequences. The crucial - and the most puzaling and mysterious - of the
' procésses are those of'Zearning,'seasoning‘of character, creative new work
at the edges of knowledge and imagination, and responsible advocacy of

values."(17)

The conclusion which can be drawn from this summary on the elements of
decision-making and leadership is that for an Australian university the

selection of a vice~chancellor is of particular significance. Firstly, the
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- mode in which-an Australian university operates confers on a vice-chancellor
extensive decision-making powers, despite the voluntaristic and consultative
processes. Secondly, the decision-making tasks assume critical proportions
where they are made in a situation of no growth. In a climate of financial
stringency the consultative process becomesrmore_extensive in achieving a
proper balance between bids competing for scarce resources. Finally, a'vice—
chancellor is required to give attention to appeasing the many and varied
sub-cultures which exist on a university campus, without compromising his or

her own position as the university's chief executive officer.

A public research and development organization of the C.S.I.R.0. pattern
is not confronted with the operational diversity experienced at an Australian
university. The C.S.I.R.0.'s organizational structure is more in keeping
with Weber's bureaucratic model as it is a complexvorganization;
hierarchical in structure and relies on rational legal authority. Further,
the C.S.I.R.0.'s prime function is to initiate and carry out scientific
research and investigations in the area of Australia's primary and secondary
industries. Although within this Organization sub-cultures will emerge,
their effectiveness and influence are prescribed by the‘hierarchical
structure where sanctiohs"céﬁ,‘ifmnécéééér§;.Se“impoéed consistent with
the application of rational legal authority. In many respects this pin-
points the difference in the operations of an Australian university when

compared with an Australian public research and development organization.

The final element to be reviewed in this summary of theoretical
féﬁalySis is the matter of "public accountability". Throughout this
dissertation the need for Australian universities and public research and
deVelopment organizations to observe "public accountability' obligations
has been stressed. The reason for emphasising a responsible attitude to
"public accountability" has been predicated on twb main grounds.‘ Firstly,"
the financing of Australian universities and public research and dévelopment‘
organizations depends largely on federal government funding, where the bulk
of the monies originate from the Australian taxpayer. Secondly, the
écbnomic'ddwnturn'expefienbed'throughout Australia, together with high
unemployment, has encouraged federal governments to demonstrate to the
electorate that they are pursuing policies designed to avoid waste or
extravagance. As highlighted in Chapter 5, the imposition of more stringent
"public accountability" obligations on Australian uni&ersities can be seen

to be a flow on of the view expressed by Prime Minister Menzies in 1957
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-when he pointed out .that "the community is accepting heavy burdens (i.e.,
university financing) in order that, through the training of university

graduates, the community may be served”.

In having to satisfy '"public accountability" obligations, Australian
universities and public research and development organizations are having to
direct a part of the resources they receive towards planning and budgetary
control if they are to avoid being criticised for acting irresponsibly.
Nevertheleés, by recognising the responsibility attaching to "public
accountability", this has encouraged these organizations to work towards
achieving a more effective and efficient use of the resources allocated to
them. For fhe Australian university the peer scrutiny made possible
initially by the A.U.C., and more recently by the T.E.C.,vhas contributed
significantly towards minimising any publié criticism of those activities
' pursued by Australian universities which could be considered questionable.

A public:research and dévelopment organization, such as the C.S.I.R.0., has
moved to a positioﬁ of establishing state advisory commitfees, with the
- membership being drawn from a wide variety of backgrounds in an attempt .to .
involve the local community in the planning process. . Apaff from the 7
‘benefits that flow from participation of this kind, the approach can be
seen as one means of promoting a good public relations image throughdut

the community, thereby reducing the possibility of attracting criticism.

~ In summarising the theoretical analysis presented in this dissertation
the elements effecting the budgetary process, either directly or indirectly,
can be ‘identified as follows: '

. Goal definition - the need to differentiate between stated
and real goals. Loose coupling can offer Australian
‘universities the means by which goals generated at the

research activity level are easier to identify.

. Changed circumstances - as organizations need to be
dynamic if they are to survive, it is necessary for them
to be alert to the variety of circumstances which can
bring about change. The recognition ofAcircumstances
1ikely to involve change is linked to a need for the
organization to have developed an extensive
communication network operating throughout the

organization. The communication flow involves lateral
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‘and’ longitudinal movement, ‘both upwards and downwards.

. Decision-making - this process will be strengthened where
management has access to, or introduces, such management
tools as "strategic planning". Matters likely to effect
an organization in the future are as important as those

requiring immediate action.

. Leadership - the quality of the organization's decision-
making is reflected in the quality of the organizétion's
leaders. It is for this reason that organizations
undertaking research and development work can be
strengthened or weakened by the leaders they éppoint.
For Australian universities the matter of choosing a
chief executive officer with care becomes more crucial.
The powers of decision—making accorded a vice-chancellor
means that the organization may réquire many years to |

correct a situation resulting from poor decision-making.

. Organizational complexity - depénding 6n the type of

" pesearch and development organization being considered,
the degree of complexity will be enlarged where subQ
cultures influence the decision-making process. What
is also noticeable is that in times of financial
stringency the activiémkof~sub~cultures becomes more

pronounced.

. Public accountability - the need for public
organizations engaged on research and development work
+to account and report to the federal government on
their activities has become more elaborate in recent
years. vThis:development is consistent with the desire
demonstrated by federal governments of satisfying
electors that funds provided from federal sources are
‘being spent responsibly.  While an -Australian
university continues to depend on the federal govern-
ment for the bulk of annual recurrent funding the

"public accountability" abligation will continue.

The main points associated with the thrust of this dissertation will

now be evaluated to support the conclusions reached.
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©+ ' EVALUATION -

The arguments advanced in this dissertation have been based on four
basic tenets. The first tenet adopted was the Blau and Scott definition of
a formal organization. Guided by the Blau and Scott definition it proved
possible to conclﬁde that a large scale résearéh'and de&élépment organizatibn
is one with a formal status structure where the lines of communication are
clearly defined and is established for the explicit purpose of defining

and achieving certain goals.

However, this definition did not appear to describe adequately the
organizational mode of an Australian university. The second tenet introduced
was designed to overcome this shortcoming. Drawing on the observations made
by writers such as Baldridge, Dufty and Balderston a more apt description
emerged. It seems reasonable, therefore, to describe an Australian
university as a complex and bureaucratic organization, complemented by a
pluralistic system which has resulted from the voluntaristic and consultative
processes characteristic of an enviromment that incorporates a "community

of scholars". When the operatiohs of a university were cdmpared with an
" organization structured on more formal lines a number of analogies came to
mind. Perhaps the most vivid means of comparing the operations of the two
types of organizations is to visualise the formal organization as a sedan
~car travelling along the freeway. The operations of a university, on the
other hand, can be.likenéd fo a ﬁmoon buggy" because it is often required

to traverse complicated and unchartered terrain.

The third tenet was to adopt a suitable description for the term
"budget”. It was decided that the preferred description was the one
developed by Kohler which describes a budget as "a financial plan serving
as a pattern for and a control over future operations". Although the first
and second tenets drew attention to the operational differences between a
formal organization and a university, the third tenet indicated that each
organization encountered the same problems when having to address the

budgetary’process.

The fourth and final tenet was to acknowledge that a budgetary plan
amounts to making a selection between a number of competing choices. A
premise contained in this tenet is that the need nominated will exceed the
resources available for distribution. Whatever choices are selected by an

organization, in effect, become the budgetary plan for the period under
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consideration, ,

With these tenets established it then proved possible to consider a
number of aspects which can influence the formulation of a budgetary plan.
One aspect concerned the influence of sub-cultures. While this could prove
to be an influence in a university situation the public and private
research and development organizations, with their more formal organizational
structures, presented a framework that was less likely to be affected in
this way. Another aspect was the service versus profit motive which
- separates a public organization from its counterpart in the private sector.
However, it was noted that this major difference was not one which required
a distinctive approach to the development of a budgetary plan. A difference
was discernible in respect of the kind of input needed for the planning
phase. This was due to the varying goals and functions of the public
organization when compared with the private organization. For example,

- whereas the public research and development organizatioh had to concentrate
on research activity of benefit to industry and the nation,vits counterpart
) in the private sector was motivated by maximising profits. =~ Some of the
telements cited earlier that a prlvate organization requlred for plannlng
purposes involved such issues as: customer demand export 1ncent1ves,
interest rates; labour relations and industry protection. The public
organization's planning, it was noted, is more orientated to the development
of research programmes and the resources, both 1n terms of equipment and
manpower that are needed to meet the demands expected from industry or those

'generated by the federal government

The importance of planning had been recognised by the C.S.I.R.0., a
 complex public research and developﬁent organization. - That Organizaticn had
/‘established a Planning and Evaluation Advisory Unit (PEAU) which had been
- assigned the task of strategic planning. The PEAU, in conformity with
-Anthony's definition of "strategic planning" presented earlier in this
" Chapter, involves itself in considering the C.S.I.R.0.'s objectives, any
plan to vary or change those objectives, the resources necessary, and how
‘these resocurces are to be obtained, allocated and used. What became evident -
is the value of strategic planning for analysing the variety of options
available to an organization so that, whatever choices are selected
represent the objectives the organization wishes to work towards. This
example added support to the conclusion that the main benefit of strategic

planning is associated with the future aspects of organizational development.
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- To incorporate strategic- planning in the budgetary strategy being used by
an organization, it was argued, would confine the overview role to the
financial period under consideration and thereby defeat the purpose long-

term planning is designed to achieve.

While supporting the inclusion of strategic planning in the
organization's management tool assemblage to proﬁide vital input, the
arguments advanced supported an approach where the budgetary plan is
incorporated into a budgetary strategy that is integrated with the
organization's accounting system. However, an approach of this kind
requires a unit of measurement to be selected which is capable of being used
as both a budgetary unit and a cost centre. By selecting a suitable unit
able to fulfil both of these requirements it provides the capacity for

interfacing the budgetary and accountlng systems.

One of the advantages flowing from an' interfaced system is that it
permits periodic adjustments to be made during the active budgetary period.
‘ When the materlal on this aspect was presented in the earlier Chapters
stress was placed on the need for an organlzatlon to enjoy the ablllty to
-adjust its budgetary provisions. in.the light.of actual .expenditure.
experience., It was recognised that at the time a budgetary plan is produced

it represents the best position the organization can predict. -

However, during the course of the active budget period (usually the
current financial year), actual results achieved may move away from the
approved budgetary plan.n In this event the organlzatlon is forced to make
e ad]ustments to its budgetary plan. It may require the redirection of
funding from one area of the budget to another. Actual experience of this
klnd helped relnforce the need for the organization to conduct periodic
‘budget reviews during the financial operating period for the purpose of
comparing performance against budgetary provisions. Periodic reviews of
the kinddsuggested are assisted by an integrated budgetary and accounting
.system because the task of comparing actual expenditure'with the budgetary
provisions is simplified.

It was argued that the pePlOdlC budget reviews undertaken by an
organization can be enhanced further if the organizational structure is
broken down into easily identifiable budgetary and accounting units. The
nature of research and development work supported an approach where each

research activity could be identified. Nevertheless, each research activity
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was seen to be dependent on a 'core" unit. for support and service . . .. . . ..
facilities. With this mode of operation a prominent feature, reinforced by
the public organization's need to isolate performance and achievement as
part of the process of satisfying "public accountability" obligations, this

requirements of a public research and development organization.

The special requirements of a public research and development
organization led to the development of a budgetary strategy described as
CRA (Core + Research Activity). Although this budgetary strategy has been

devised initially for application in a public research and development

{ organization, it also became evident that it could be used in other

organizations where the organizational structure incorporated activities

or similar units of output or production.

A special feature offered by the CRA budgetary strategy is its ability
to render a more comprehensive and meaningful assessment of the
organization's operations and allow greater accuracy in projecting actual
Vperfbfmance achieved for strategic plaﬁning purpdsés. ‘While fuller - .
was suggested that the trend presently noticeable in private enterprise is
to move closer to conforming with the accounting doctrine of disclosure.
This conclusion is stréngthenédbby recent concern the federal government
and the Australian business.community have expressed on "bottom.of. the
harbour" tax evasion schemes which have used poor documentation about the

companies involved to advantage.

Some specific matters associated with this evaluation will now be

?conSidered separately.

THE PLACE OF ON-GOING RESEARCH AND DEVELOPMENT

It will be recalled thaf in Chapter 6 a number of observations was
made which piaced emphasis on the on-going naturé of research and develop-
A.U.C. had stated that "research is an essential activity of a university".
Sﬁpport for a statement as unequivocal as this was based on the premise that
'"the extension of knowledge is at the very heart of university work" and
this meant that "learning can only be experienced at the higher levels if

the minds of students are stretched at its frontiers". For the public
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research and development organization, the need to participation in on-going

research is enshrined in the Commonwealth Act which establishes the
organization. In this regard the C.S.I.R.0. has such power conferred on it
under Sub-section 9(1)(a) of the Science and Industry Research Act, 1949,
whlle a somewhat similar power is accorded the A.A.E.C. under Sub-section

17(1)(g) of the Atomic Energy Act, 1953.

Generally, no such formal intention to engage in research and develop-
ment work is included in the memorandum or articles of association of a
private organization. The point made in the preceding Chapters was that
on—goiﬁg research pursued by a private organization is motivated by the
benefits which will result and be reflected in the stated goals the

organization has to maximise profits.

On-going research and development can be viewed as one of the functions
a88001ated with the public organization or as a profit motivator for the
private organization. Whatever type of organization is being considered,

elements associated with the on-going nature of research and development

‘work will affect the preparation of a budgetary plan and will need to be

taken into account when devising long-term strategies in the planning
process. The extent of leadtime necessary for introducing new research

activities heavily dependent for success on using the latest technology

‘available or attracting staff with the special skills reqﬁiréd highlighted‘

‘the\divefsity:of the long-term planning involved.

The commitment organizations in both the public and private sectors

have to bn~goihg research and development can also be affected by the degree

of flexibility the organization has to redirect its resources. It is now

appropriate to analyse this aspect in more detail.

INTRODUCING NEW ACTIVITIES

In the eérlier Chapters two distinct situations were referred to when
considering the introduction of new activities. The first situation was
where a growth element is reflected in the recurrent grants provided a
public organization. Funding of this kind permits new research and
dévelopment activities to be introduced. On the other hand, it also masks
inefficiencies which already exist within the organization because no
pressure is exerted to review the efficiency and effectiveness of the

programmes or activities that are current.
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"The second situation,'described'earlier'és the -"static state! .or a.
period where no growth element is included in the recurrent grants received,
implies that if an organization is to introduce new research and de§elopment
activities it can only do so at the expense'of some existing activities.

The practice necessary to achieve this result was expressed as the "phasing

out" of old research activity to allow the "phasing in" of new research.

While these two distinct situations (i.e., "growth" and the "static
state'") have influenced the application of the '"phasing out" and "phasing
in" processes of the past, this practice is unlikely to re-establish itself
in the future should a "growth" situation return. The reason for this is
that with public research and development organizations having been forced
to review their internal structures so minutely during the present period
of having to cope with a "static state" situation, procedures have been
developed which enable reviews to be held regularly. To some extent these

review procedures can be regarded as a sub-system or the extension of a

specific part of strategic planning.

More importantly the review procedure should concentrate on resource

- management. -In this context rescurce management can be described as. the

process which enables an organization to plan and control the use of

resources necessary to fulfil its objectives. Because planning and control

are inseparable elements of resource management, what becomes noticeable is

that resource management provides a "half-way house'" between the execution .

phase of the budgetary plan and the strategic planning process. The

resource management process is illustrated in Figure 9. From this diagram
it will be noticed that the plan's effectiveness is monitored for control
purposes through the budgetary and accounting systems. New developments,
in the form of data, technology and techniques can be introduced as the
plan is reviewed and revised goals or activities established. If this
review procedure is undertaken by a resources management committee, the
advantages and disadvantages evident in implementing the plan can be
communicated to the strategic planning committee for future analysis and
incorporation in the long-term planning phase.

The ‘introduction of resource management into the overall planning
operation of a complex research and development organization amounts to a
widening of planning sophistication. Planning sophistication enables an
organization to be better equipped to cope with changing circumstances.

While the need to cope with changing circumstances is an important planning
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.consideration, it was, also noted in the earlier Chapters an essential
feature associated with today's complex research and deveiopment
organization is its ability to enjoy maximum flexibility. With a planning
ensemble that ranges from a budgetary and accounting strategy, resource
management to strategic planning, an organization can aéhie&e greater
flexibility where it is able to identify more readily those areés.wﬁiéh can
surrender some of their resources to permit other areas to expand or new
work to be introduced. The redirection of resources within the organization
can also lead to satisfying a larger number of choices because more

effective control enables efficiencies to be applied.

Of those Australian universities which responded to the questionnaire
circulated, the majority indicated the budgetary strategy in use was one
that contained elements of Incremental and Formula budgeting techniques.
Nevertheless, experimentation is taking place such as a@plYing a form of
PPB coupled with an historical approach. Two universities mentioned they
are continuing their efforts to develop a suitable budgetary strategy which !

will allow more flexibility in the allocation of resources.

It would seem there still exists in the minds of many financial
controllers the hope of incorporating a comprehensive planning component in
whatever budgetary strategy is adopted as extensive as the planning part of
ZBB. The evidence presented in this dissertation has revealed many of the
~problems associated with a budgetary strategy that attempts to do too much
by incorporating budgetafy, accounting, resource management and strategic
~'planning capabilities. The alternative advocated is to group the budgetary

‘and accounting systems together and thereby establish an effective form of

financial monitoring and control mechanism. Having such a mechanism would
permit the analysis of accounting media processed to establish appropriate

-reference points. In addition the monitoring part of the mechanism

" . provides the basic detail necessary for the periodic budget reviews. Actual

performance enables adjustments to be made of the original approved budgetary
plan. ‘

The béséufée‘ménégemeht and strategic planning processes can be
similarly linked together as a group because each has matters in common
which can be strengthened by interactipn. Planning has the capacity to
deal with short-term or long-term considerations. While the planning
process would rely on performance data reflected by the budgetary and

accounting system, it can act independently of this type of input. For
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" example, in an Australian urniversity or public’ research and development
organization, the proposals to introduce new activities could be
investigated. This would entail satisfying the resource management or
planning groups of the need to introduce the new activities proposed. Once
the justification is established each actiﬁity can bevcosfed in. terms of
equipment, manpower, accommodation and support facilities. Action of this
kind is able to proceed without relying on data made a&ailable from the
budgetary and accounting system. The accuracy of the costing would be
enhanced if historical data collected from the budgetary and accounting

system is used but this information is not essential for the planning to

commence.

Nevertheless, the budgetary and accounting system would still be
subject to adjustments in the llght of approved short-term plannlng
decisions proposed by either the resource management and strategic plénnlng
groups and approved by the organization's management. The situation
outlined above reinforces the independence of each of the two groups, but
recogﬁiées’the extent of interaction that would occur between the two. By
- adopting this approach management at all levels of the organization is able ‘
to participate actively in the budgetary and accounting application.

Where necessary the resource management and strategic planning processes
can still remain a management prerogative, thereby satisfying a number of

- the drawbacks that are inherent in the PPB and ZBB budgetary strategies.

~ The conclusion which can be reached in this section from the foregoing
‘aﬁalysis is that the introduction of new activities within an organization
is dependent on the extent of flexibility generated. Identifying areas of
"slack" within an organization is primarily a planning task, supplemented
by the performance achieved through the regular monitoring and control
devices built into the budgetary and accounting system; Planning, there-
fore, is an aspect”df an organization's operations which needs to be kept
apart from actual achieVémehts attained. At the same time those responsible
for an. organlzatlon S plannlng need to be aware of these achievements

because they can pPOVldP the base on which future plans are built.

POSSIBLE FUTURE DEVELOPMENTS

With annual recurrent grants being made available to Australian
universities and public research and development organizations barely able

to maintain a "static state'", these organizations have been encouraged to
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‘re-examine their internal structures. These reviews dré usually designed
to serve a twofold purpose. Firstly, procedures that have been followed
for many years are examined for the purpose of justifying whether they
should continue unchanged. Secondly, existing activities being pursued
can be scrutinised and a decision taken on'fheir'reieQance and effectiveness.
Whatever approach is taken the prime aim of these re%iews is to free
existing resources for use elsewhere. The review process adopted adds
further weight to the proposition that an organization requires its own
internal planning group. Care may need to be exercised in the method
adopted to select the membership of the planning group. Each member is
required to act in a detached manner, uninfluenced by individual
professional interests. To overcome the problem of the emergence of sub-
cultures the membership of a planning group.can be organised on a rotating

basis where no one activity, discipline, school or faculty enjoys continuity.

Onebof the points highlighted in the préceding Chapters was the
vlnfluence the A.U. C., and more recently the T.E.C., have had on fashlonlng
“the future developments that have occurred at Australian universities. It
was noted.that .the T.E.C. in. recent years has: adopted as one of its roles
the guardianship of unnecessary duplication amongst Australian universities.
While some Australian universities would have wished to expand their
teaching facilities by being able to offer courses in the disciplines ofz
medicine, engineering or veterinary science, the T.E.C. has discouraged

expansion in these directions until a real need has been demonstrated.

At first glance the control exercised by the T.E.C. could be regarded‘
~as pre-empting the planning a number of Australian universities have devoted
Sto‘the development of their long-term strategies. Arguments of this kind
can be countered on the grounds that the T.E.C. has a responsibility to the
federal government to ensure the resources made available to the university
 sector are being used effectively and efficiently. Unless needs proposed
are supported by demand the peer group assigned the task of recommending

to government how the resources are to be allocated will remain unpersuaded.
The difficulty for a university is that 1t can seldom collect the evidence
necessary to justify demand. The imposition by some Australian universities
of a quota on the number of studerts wishing to enrol in such disciplines

as law and medicine appears to provide prima facie evidence that these
courses are in high demand. While there are non-financial reasons which

support the application of a quota system in some disciplines the main
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considerations affecting the recommendations of the T.E.C. are cost .

dependent.

The scrutineering and watchdog roles the T.E.C. is able to fulfil in
the development of the Australian university sector {as distinct from its
role in Australia's overall tertiary educational sector) come as close as
possible to balanced development. However, while the T.E.C. has standardised
the form of reporting it requires from Australian uni%ersities on which
projections affecting the future are made, it could have contributed more
' time and effort towards developing or co-ordinating the development of

budgetary and accounting strategies for use in Australian universities.

The main argument against this kind of involvement is that each

. Australian university is responsible for the conduct and operations of the

- financial systems adopted. While the need to retain aufonomy is an
"important corner-stone of a university'é operations, the retention of

autonomy by each Australian university could be maintained even though the
 same budgetary and accounting system had wide universal application. It

would be naive to assume no waste had occurred at Australian universities in
their efforts to develop financial reporting systems appropriate to their = =
needs. Acting in the role of co-ordinator the T.E.C. could have encouraged
Australian universities to work together to develop budgetary and accounting
reporting systems peculiarbto the Australian university sector. A '
‘co-ordinated approach would have avoided "duplication" and contained the
~overall cost of this form of systems development. An approach of this kind

would also have been consistent with the considerable effort the T.E.C. has

-+ made towards standardising the statistical returns of basic data required

?  for projection purposes.

An indicator which supports a conclusion of this kind is contained in
the questionnaire distributed amongst Australian universities which
inquired whether a uniform Chart of Accounts was favoured (please see
Question 8, Appendices "B" and "C'"). Other universities, however, approached

the answering of this question with caution. A number responded with such

" .. no two universities have the same accounting policies” or Y... each
university has special features which warrant distinctive treatment.
While these points touch on issues of fundamental importance and warrant
special consideration, the accumulated knowledge and practical experience

of financial managers at Australian universities is sufficiently extensive




" public sector organizations-are more accountable.

252

" for a suitable budgetary and accounting system to 'be designed which is

capable of catering for parochial requirements. In the future governments
could be persuaded that for streamlining purposes aimed at reducing costs,

there is no case for universities to have different accounting policies.

Public research and development organizations such as the C.S.I.R.O.
and the A.A.E.C. are not handicapped in this respect. While having to
conform with the policy determinants established by the Commonwealth
Departments of the Treasury and Finance, public organizations enjoy a wider
degree of freedom in selecting those finangial reporting systems which are

considered best suited to their planning practices and needs.

If events of the past few years can act as indicators it would seem

that the approach to research and development work undertaken at Australian

- universities will continue unchanged while the main source of funding is

provided by the federal government. In turn this prescribes the 'public

accountability" obligations these organizations have to fulfil. Events that

~have occurred over the past 12 months substantiate the conclusion that both

federal and state governments are moving towards achieving a situation where
(18)

If "public accountability" obligations are to be satisfied adequately,

the need to upgrade budgetary and accounting systems which are able to

- respond effectively to independent scrutiny assumes a position of greater

significance. For the research and development organization the ability to

trace expenditure and achievement through a convenient unit of measurement

becomes more attractive. Further, if the unit of measurement can also

_ contribute to the resource management and strategic planning processes the

'duality‘of‘pﬁrpose attained enhances the management effectiveness of the

organization. One of the prime advantages, it was noted earlier, of being
able to identify units of activity within an organization's structure is
that these aidvcomputerised simﬁlation medel-making which can provide any
organization's planning gfoup with a wider range of projections adjusted to

allow for variations in input that widen the choice of optionms.

The arguments presented in this dissertation support the budgetary
strategy Core + Research Activity (CRA) because it can accommodate the
requirements an organization has for an integrated budgetary and accounting
system. The budgetary strategy CRA is also capable of contributing to the
basic data needed for effective and rational resource management and

strategic planning.
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~+ THE ALTERNATIVES - - - - -

One of the issues considered in Chapter 6 was the capacity to compare
the outputs of an organization against inputs. It will be recalled that in
respect of a university situation Verry and Da&ies were unconvinced that it
was possible to measure research output against the cost of inputs. The
main difficulty turned on the arbitrary method that would need to be

applied to decide if any one output was more basic or fundamental than

another.

A similar difficulty is faced by the public research and development
organization. Classifying outputs in terms of benefit and value would prove
an impossible task. For example, the results of a piece of research may be
regarded today as being of only minor importance. At some stage in the
future the same result could prove of immense importance in establishing
a technique or assisting with the solution of a more complex research

problem.

Any organization -involved in research and development work is placed in
a dilemma.  On the one hand the organization has a responsibility to pursue
current work-in-progress. The results of this research aﬁd;déﬁeiobmeﬁt"WOrk”
can be disseminated at such gatherings as conferences, workshops or seminars

or as published papers. On the other hand, the nature of research and

bdevelopment work is on-going. As has been demonstrated earlier in this

dissertation the on-going nature of research and development work fequires

the organization involved in such activities to be constantly looking.

‘towards the future. What this does is to re-affirm the need for public

research and development organizations to engage in long-term planning.

Obtaining the resources necessary to conduct research and development

requires juétification. Where long-term commitments are involved, and this

.applies particularly to the large and complex organizations needing

sophisticated research equipment, a comprehensive outline of the buildup

of the resources required is an essential part of the justification. To

-some extent the justification of resources needed by a research and

development organization follows a cyclical pattern. The steps in
chronological sequence are: develop the plan; secure resources; carry 6ut
the research task; report results. The process then recommences with a new
plan. It is the second step - the securing of resources - which under-

scores the major contribution planning makes to this cyclical operation.
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With planning representing such an important part of the operations
of a research and development organization it would seem logical to conclude
that those organizations which limit their planning effort will be dis-
advantaged in the long run. Apart from this conclusion is the noticeable
trend the federal and state governments have made no secret of to have
public organizations more accountable. By extending the push for greater
"public accountability" a public organization will be forced to justify
expenditure incurred as well as provide the justification for government
support of activities planned for the future. Although pressure of this
kind is being generated from external sources the push from this direction
has also encouraged the top management of public organizations to be more

circumspect in the submission for resources they place before governments.

The proliferation of internal reviews has obviously included a measure of

"cleaning up one's own backyard" to reduce external criticism of

inefficiencies.

It would seem that'With'public research and development organizations

belng Subject to bofh 1nternal and external scrutlny the future of thelr

operations is dependent on streamllnlng procedures and the organlaatlon

having the capacity to prov1de information which is supportlve of planned

development.

'The alternatives facing a public research and development organization,

~therefore, appear limited. No longer can it be assumed that governments

‘will be preépared to provide resources with a minimum of support detail.

The revival of the Commonwealth Parliament's Joint Committee on Public

Accounts in 1952, mentioned in Chapter 5 that Solcmon had noted, is a form

of watchdog role which has appeal to the Commonwealth Parliament because,.

irrespective of political party ideology, it represents a means of
demonstrating to the Australian electorate that proper scrutiny of-

expenditure incurred in the public sector is being monitored and controlled.

- The public research and development organlzatlon 1n the future cannot
rely solely on the subm1831on it places before its Mlnlster for the
resources it needs. In addition to the annual report it is required to
submit to Parliament (Commonwealth or State), it must look to other ways and
means of informing the public about the activities it is performing. Public
interest and support for research and development organizations can be
secured by resorting to a number of inexpensiue public relations exercises.

For example, the issuing of brochures providing details of specific research
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activities, producing documentary films, the holding of "open days" or
conducting guided tours are some of the specific courses a public research
and development organization can introduce to create larger public awareness
of its functions and goals.

In summarising this section the conclusion that can be reached is
thet all present indications point to fuller disclosure by public research
and development organizations of their operations in the future. With
research activity being so dependent on the resources proﬁided by govern-
ments financial disclosure is as important as disclosing what research
activities are being pursued. Consequently, the extent ef financial
disclosure will depend on the sophistication of the budgetary and accounting

system, augmented by the planning processes.

THE NEED FOR FURTHER INVESTIGATION AND RESEARCH

The main aim of this dissertation has been to revieﬁ budgetary.ﬁ
strategies currently applying in large and complex research and development
organizations and the testing of their relevance and suitabiiity.“ﬂTﬁeuu .
evidence presented demonstrated that of those popular budgetary strategles
selected there were shortcomlngs which reduced their effectiveness or
introduced factors that complicated the real purpose the strategy was

designed to serve.

The‘shorteomings evident in existing budgetary strategies were also "
~shown to be inhibiting in providing the extent of reporting to the federal
or state governmehts which financed the on-going research and development
‘work of a public organization. What also became noticeable was the special
position of Australian universities in the furtherance of research and
development work. In this regerd the experience encountered by the
 Institute of Advanced Studies of the Australian National University high-

llghted spec1al problems a38001ated with budgeting in a research institution.

It was the spec1al problems of budgetlng and flnan01a1 reportlng
experienced in the I.A.S. which has encouraged the separate and distinctive
budgetary approach proposed in this dissertation. After considering the.
experience of the I.A.S. carefully one of the options open was to develop
a budgetary strategy better equipped to address the special problems
involved. The CRA (Core + Research Actirity) budgetary strategy, therefore,
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éffers a means of overcoming the deficiencies for a research and development
organization which has emerged from attempts to apply other popular

budgetary strategies to this kind of activity.

However, the CRA budgetary strategy is only one solution. Undoubtedly,
othef forms of budgetary strategies could be de&eloped which could equally
prove suitable for adéption in large and complex research and development
organizations. The hope of the writer is that this dissertation will
stimulate and encourage others to study the problems of budgetary strategies
for large and complex research and development organizations and pursue

further research on the topic.

In this regard the arguments presented in this dissertation have
concentrated more on the reliance Australian universities and public
research and development organizationS‘have placed on securing their funding
resources from governments. The reason for choosing this course is that it

is consistent with present practice and, as far as Australian universities

" ave concerned, appropriate in view of the total funding dedicated to the

Australian unlver81ty sector. For example, the T E. C Report for ‘the ‘
1982-84 Trlennlum 1ndlcates that grants made avallable to the Australian
university sector for 1982 comprising recurrent, equipment, capital and

special earmarked grants totalled $1030705000.(19) A figure of this size

. places the Australian university sector in the category of representing a

billion dollar "industry". If other income generated on Australian

‘university campuses, e.g., halls of residence, bookshops, concession areas,

- etc., are added to the total of the grants received it provides scme idea

of the magnitude of the money involved. Huge expenditures of this kind

associated with a particular Australian sector of activity cannot be

- ignored.

When considering research and development activities there are other

alternative methods of financing work of this kind. To conclude this
section the following examples associated with the Australian university

‘'sector are nominated as factors which may need to be considered by those who

research budgetary strategies for large and complex research and development

' organizations in the future.

At this stage Australia does not have a privately endowed university.
To some extent this is surprising because at the secondary level of

education the government secondary schooling system is complemented by
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reputation. The establishment in Australia of a private university would
amount to an extension of Australia's duplicate stream of secondary
education. The experience in the United States of America of privately
funded unlver81t1es exposes the extent of entrepreneurlal skllls involved
(e.g., Stanford and Harvard) but, it would seem, there is every llkellhood
that in the not too distant future Australian industry and members of the
public could be persuaded to fund Australia's first private university. The
- method of funding a private university could introduce new forms of

- budgeting skills, e.g., operating off investment income.

Another aspect to consider is the re-introduction of course fees for
under-graduate and post-graduate courses. Despite the benefits which flow
from providihg training at the tertiary level it is reasonable for the
& question to be asked whether a nation such as Australia, with a population
that has not yet reached 16 million, can continue to subsidise the cost of
- conducting university courses without the beneficiary contributing
3 financially. Although the argument of equal opportunity for all is very

persuasive the cost to the nation is considerable indeed. While income

received from tuition fees would not effect the budgetary and accounting

system used in an Australian university, a glance at Figure 6 provides some
idea of the interaction that would need to be taken into account in the

future planning phase.

A further.possibility that may affect future research on this topic is
the avenues Australian universities could explore in seeking funds from
'aother than T.E.C.-vecommended sources. The "static state" situation has
already encouraged Australian universities to look to alternative sources

. of funding.

Funds received from outside sources do involve additional accounting
‘and financial reporting services. Firstly, the outside donor usually
requires an accounting of the funds disbursed for audit purposes. Secoﬁdly,

the existing accountlng procedures applylng at an Australian unlverSLty

5encourage each earmarked outside grant to be treated as a separate
‘accounting entity, mainly for collecting income and expenditure associated
with the grant, but also as a means of satisfying the reporting obligation
to the donor. The computerisation of university accounting systems
facilitates these operating and reporting services. However, the

computerisation of any system involves a "learning cost'" and often this is
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overlooked when feasibility studies associated with the computerising of

manual systems is undertaken.

Every encouragement should be given to those who wish to pursue

further research and investigation into budgetary strategies for large and

complex research and development organizations. On account of the special
requirements of Australian universities there would be much to be gained

if the T.E.C. co-ordinated the research proposed.
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'Remuneration Tribunals Act, 1973 (Academic Salaries Tribunal).
Trade Practices Act, 1974.
Tertiary Education Commission Act, 1977.
‘Nationa} Cqmpgnies and Securities Commission.Act,>1979.

Companies (Acquisition of Shares) Act, 1981.
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The Australian National University

From the Business Manager The Research Schools of Social Sciences

P.J. Grimshaw, M.B.E. and Pacific Studies

Post Office Box 4, Canberra ACT 260’0

Reference
Telegrams & cables NATUNIV Canberra
Telex AA62694 SOPAC Telephone 062-49 2369
27 June 1983
Dear -

I am enrolled at the University of New England as a candidate
leading to the award of a Master of Educational Administration.

Drs R. McCaig and W. Hannah are my supervisors, and the topic
approved for my thesis is "Budgeting Strategies for Large Scale
Research and Development Organizations: With special reference to
-the Institute of Advanced Studies, Australian National University".

During the course of my researches I have examined the Annual
‘Reports for 1981 and 1982 of most Australian universities. You
will appreciate, however, that the material, partlcularly that
associated with funds received, is presented in a variety of
different ways.

I wish to avoid drawing any wrong conclusions and, for this
reason, 1 have prepared the attached questionnaire, which has
received the blessing of my supervisors.

~ In designing the questionnaire I have attempted to make it
simple so that its completion does not require too much time and -
effort, yet, at the same time, the information sought is
meaningful. The format is also designed for the details to be
processed by computer.

Would it be possible for you to complete this questionnaire
for the years 1981 and 1982 and return to me in the stamped-
addressed envelope.

cee/?2
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You may consider that some of your answers should not be made
public. To preserve confidentiality could you indicate which
answers you would wish to be treated in this manner.

During the course of completing this questionnaire if you
believe there are additional points that should be incorporated
in your response I would welcome these.

May I indicate, in advance, my appreciation for your time
and assistance.

Yours sincerely,

(P. J. GRIMSHAW)
Business Manager

Encs.
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QUESTIONNATIRE

,,,,,,,,

1. University

------------------------------------------------------------

2. Student Enrolment

2.1 Undergraduate Fulltime ..

.2 Undergraduate Parttime ...,
2.3 Postgraduate Fulltime ...
2.4 Postgraduate Parttime

---------

3. Funding Received
(Express in $'000 - exclude funding of a capital nature)

3.1 Annual Recurrent G;ant - Runnihg Expensesv B § i
3.2 , - Equipment S i iieieaaa
3.3 Outside Grants - Research £
3.4 - Teaching Research ~§ . .... eeeee
3.5 | Total $

------------

‘4. Approximate Division of Resources (Express in $'000)

b.1 Teaching (including proportion of admin.
and library facilities provided) = §$

4.2 Research (ihcluding prdportion of admin.
: ~ ‘and library facilities provided) §$ ...

‘5. Does your University use any particular budgetary technique or
strategy? ’
5.1 [] Yes

5.2 [ ¥Neo

If answer is YES, do any of the following budgetary techniques/
strategies describe your practice?

~ Incremental Budgeting
Formula Budgeting
Planning-Programming Budgeting

Zero-base Budgeting

OOocanod

..................................

.........................................................
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6. Are you satisfied your budgetary technique/strategy is appropriate for
research and development activities?

6.1

6.2

6.3

[] Yes
[] No

Any additional comment you wish to make?

R R I R I I I I B R B B R S A I N R I N 2 2 A I A

€ 49 €6 8 2 08 S E 0L S LN S ELANa LAt LI BEINLEITOEDNTOEDNTS

7. Is your budgetary technique/strategy interfaced with your accounting

systems?
7.1
7.2

7.3

[] Yes
[] No

Any additional comment you wish to make? _,

€ 09 50 0 0000 00800 EE P LRNEEL2LLIONIETP IO N

© . @ 8 8 86 5 8 6 50 PN S S 0SS NN LEALEPONEL sl ssasss a0

o2 e 006 ua

s e ve s o ace s s

> e o0

9."“WOuld'&oh”févbdr“a;unifdrm”charf of Accounts for use throughout’ o

Australian universities?

8.1
8.2

8.3

. 8 90 8 N % G VOO N0 L OL 0L L AENNE0e00IEVELSsN e sn

[] Yes
L v

~ Any additional comment you wish to make? .. ................0...

@ 0 0.6 0 00 800 0 PP B GELVE SN EOCOIOLIIITOTEBOIAN s

e e s e e v 0o o s s et

e s ease 0 e a0 e

9. How frequently are reports issued, where actual expenditure is compared

with the budgetary provision, and to what level are these reports

issued, e.g. Head of Department?

9.1
9.1.1

9.1.2

9.1.3

"~ Frequency

OooOo0Oo

Weekly

'Fofthightiy

Mohthly
Quarterly

Bi-annually

../3




o, 9.2 Level

| o 9.2.2

- 9.2.3

Thank you for your co-
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Deans of Faculties

- Heads of Departments

Ooo

Other (please specify)

s e 0 cs 20 s c0s s st e

LRI I A A I S A I SR B I A I IR A A I I A A R R A I I I A B A I R I

operation and assistance
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QUESTIONNAIRE

ALLOCATION- OF ‘RESOURCES -~1982- - - « - -

1. University

............................................................

2. -Student Enrolment

2.1 Undergraduate Fulltime

.........

% 2.2 Undergraduate Parttime ...,
? 2.3 Postgraduate Fulltime ...,
; 2.4 Postgraduate Parttime

3. Funding Received
(Express in $'000 - exclude funding of a capital nature)

3.1 Annual Recurrent Gdlant - Running Expenses = $ _...........
3.2 - Equipment S e
Outside Grants - Research s

------------

------------

- W
.
1

Teaching Research $

3.5 7 - Total $

------------

4. Approximate Division of Resources (Express in $'000)

4.1 Teaching (including proportion of admin.
and library facilities provided) $

‘4.2 Research (including proportion of admin.
and library facilities provided) §$ |,

5. Does your University use any particular budgetary technique or
strategy? : S

5.1 [] VYes
5.2 [] WMo

If answer is YES, do anv of the following budgetary techniques/
strategies describe your practice?

5.1.1 [j Incremental Budgeting

5.1.2 [] Formula Budgeting

5.1.3 [] Planning-Programming Budgeting
5.1.4 [] Zero-base Budgeting

5.1.5 D Other (please specify)

..................................

i
{
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6. Are you satisfied your budgetafy'feéhﬁiqﬁe}étfa{egy is'épﬁrbﬁriafé fof'

research and development activities?

6.1 E] Yes
6.2 [] No

6.3 Any additional comment you wish to make?

6 a 0 0 L0 s s 00 e e e
@ 0 0 00 0 4 2 2P E 8 G L L S LR R T SN AT IL L0 ST ESEOL LGNS LEEILO NS L0 s e .

© 0 5 2 20 AP S P O S L e L LENL S eCLBSIeTISOOIIEELT G OO OBNOLEs e s e s e

7. Is your budgetary technique/strategy interfaced with your accounting
systems?

7.1 [J Yes

7.2 [ v¥o

7.3 Any additional comment you wish to make? _ . ,....... e

8.  Would you favour a uniform Chart of Accounts for use throughout

Australian universities?
8.1’»’ [] Yes
8.2 [] No

8.3 Any additional comment you wish to make? . .. .................

P T R R R R I I S A A A SRR A I R I B I A I A I I S I AR BN AR AR U IR B I IR AN B I

P I I A I R S R R S I B RN S A R R I I I A SRR I I A B AR A A I A A L A R A I e

9. How fréquently are reports issued, where actual expenditure is compared.
with the budgetary provision, and to what level are these reports
issued, e.g. Head of Department?

9.1 Frequency

9.1.1 v[] Weekly
9.1.2 '[j v Fdrtnightly
9.1.3 [] Monthly
g.1.4 [] Quartérly
9.1.5 [[] Bi-annually




9. 9.2 Level
9.2.1 v 7'[] Deans of Faculties

9.2.2 [] Heads of Departments

9.2.3 [] Other (please specify) .,

Thank you for your co-operation and assistance

----------------------
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