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FOREWORD

1) (a) Financial accounting in the administration of
colleges and in the institutinns ‘or higher education in Maha=
raghtra and (b) Budgeting in the financial administration of
colleges and the institutions of higher education in the State
of Maharaghtra are two studies pertaining to the financial
administration in private ailded collegess These studies are
an integral part of a series of studies that are to be under~
taken in this sphere in the State.

2) These studies have been made possible due to the
generous grant made avallable by the Ministry of Edueation

_ Maharashtra Government, due to all sorts of even out of the
way and odd facilities and guidance mace available by the
Directsr and the staff of Gokhale Institute,Poona, due to the
fact that B.M.College of Commerce belonging to the Deccan
Education Society Poons, could relieve me from by routine
teaching work and finally due to earnest co-operstion of
econcern and understanding, extended by some of the progressive
educational societies managing the collegese I am indeed
very much grateful to all these agencies and institutions

for all their favours and facilities so readily exte;xded for
this tagke i

3)  As regards methodology certain facts must be submitted.
Inspite of the fact that 1 wished to have a comprehensive
s_urvey on both the 1ssues namli the systems of keeping‘ot

3
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sccounts and budgeting in the private aided colleges, in the
first round of surveys, this could not be donees Financial
inputs involved in such a gtudy were substantial, At this
initial stare it was not possible to mobilize the needed
finance, bue to the slways experienced doudbts and suspicions
lurking in the minds of many managements it wvas clear thas,
that the degree of enlightened co~operation of the colleges
and educstional socicties as wap desirable, coulcg :; develop=
ed within the short time at dispoénl. Many a projects were
entrusted to %B at one and the same time and it wvas necesgary
that all projects were to prosress simultaneocuslys. It was
therefore not poesible to give to this project mrre than a
specific scheduled period. Due to financial constrains
additional staff needed for preparing questionnaire, ad-
ministrating the game, collecetion and statistical analysis of
the data so collected could not be employede It wag also

" felt that in th;a initial stage in the proccss of modernizas
tion of higher educational ndministration,reully a comprehen=
sive detailed survey was not necessary. Due to all these
limttations a somevhat different approach had to dbe adopted.
In the first cage it had to be decided that instead of

a pnst mortnm/- dignostic approach be adopteds 1In the second
cage it wag decided that instead of harpening over presént
day detictencies, it would be practically wise to emphagise

t e positive sides; For clearly understanding realities, quite
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a lot of case work had to be done. One of the methods of
presentation would havevbeen to report on the bagis of these
cages, However it was felt that this would amount to rubbing
to the wrong side, This would ecertainly result in strengthen~
ing the doubts and suspicions and stabilizing an adverse
attitude of those who are to be “"at the action end™ in the
movement of modernization and development of accountadility
in thege developmental institutions of public charactere It
was therefore thought degirable to present and emphasis the
correct and gound methodse At the basis of the adoption
of this method, 1s a hope that guch a presentation would
initiate a process of interospection and action in the exigt=~
' ing and emerging administratore and managers in the institu~
tions of higher educatione It would be observed that it is
because of these eonsiderations it 1a the normative positive
side which is repeatedly brought out and emphasgiseds .
%) It 1s hoped, that in the 1ight of the observations sub~
uwitted under these two notes, officers, admiristrators and
wanagers in the higher educational institutions would review
thelr policies and practices in this respect and make their
own Gecisions regarding future improvements. It 1s to be
appreciated in this connection, that colleges educational
institutions and educational gocieties running the institu~
tions, have like individuals, their own distinct personalities
and as well as physical cheracteristicss They have thelr

own educational philosophies and goals as well as their own
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standards of excellence. At this Juncture, main purpose of
these astudies is not to establish any standards but to indie
cste guldelines, which the educational adminietratsrs and
managers may use wvith intelligence and discretion, However,
it 1s to be expected that an adequate avarenegs regarding
the developmental significance of these institution ag well
ag the necegsity to develop pudblic accountability in con~
ducting these institutions 13 to be at the earliesgt develop=
ed in these wmansgers and administratorss

5) It must be mentioned that these studies ghall have to
be taken really as failures and therefore a waste of publie
funds, in case they fail to initiste and gtinulate s desire
on the part of higher educational administrators at all
levels, to introspect and initiate internally institutional
mprevement/to intimate and inform others of their own
experiences and ultimately to improve entire system by
becoming more efficient and efrective in this basic develop~

mental works
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Broad Outline of the Note

Administration of Collepge and the Institutions o ey
EducatIon
1.1 Fipancial Accountancy $irough incidental, yet
8 significant function.
le2 RNature odjectives snd aims of Financial
Accountancy in Institutionsg of Higher Educae
tion.
1e3 Main objectives, resulting actions and im~
- plicationse
l.% Broad outline of the note, -

r Dbjectives of keepins Finanecial

Accountg and Eecords in Institutions o gher iducation

-

2¢1 Manifold objectivese
22 kxisting Fipancial Aceountancy system 1s the

result of two types of pressuress

3.0 An outline of the existing operstins svetem of
Finaneisl Accountancy in the coEEef!es and the rivate
Tnstitutions or [{rher Iducatlion In the stale -
3e1 Characteristics of existing system (a) con=~
ventional system, (b) double entry book
keeping system of commercial accountancy, (e)

college budgets (4) main books of accounts

and the normal routine proceduree
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3.2  Modification and adoption of the system.
Various factors of worke
323 Government system of accountancy and adoptation
of the gystem to sult government requirements
in financial accountse )
3.4  Amother mrdification factor statutory require=
" mentse
3.5 Statutory requirements under Soclety's Ree
gistration Act and Public Trust Actse
& 3,6 Complex eombination of these systems and the
failure of the existing system to operate as
. an effective management tool.
' %.0 m«g of the existing g;stem and_the pressing
peed of improvement snd evolvin: & sultable eystem
Yel Main 1 and weaknecsses of the exist«
' ing eystem, '
Ye2 Objective and need based system,
. he3 [Heed to evolve a suitable systeme

5;0 Staces and steps in the process of gm%;rovemnt and
edoptation o e _syetem o nencial scesurtancy

S«1 Various stages and phasese

5«2 First step = standardization of incowe end
expenditure clagsification.

5«3 Fundamental difference in the nmature objectives
and formation of educational and commercial

accauntency systemss



Salt

1112

(a) Nature and aims of educational institutions,-

(b) Financial aims of educational institutions,

(c) Aesot accumulation and the structure of
aspgets,

{d) ittitude towards the accumulation of cepital
snd the significance of balance sgheet ‘nnd
income and expenditure statsment,

(e) Consideration and the treatmcnt of iaven=
tories,

(£) Methods of mcquiring capital and the result=
ing liebility towards those uho contribute
to 1t,

(g) Reflection of 11abilities and the present

value of asgets and thelr use in financial
accounts,
{h) Exemption from taxation,
Under appreciation of the above ‘said aspects so
far and the need to evolve gatisfactory system

on the basis of thege aspectse

6.0 Features of a satisfactory syctem of Finaneial Accoun=
tancy for educational institutions o

6.1

6.2

Characteristics of a patisfactory system of
Accountancy,
Objectives of Financial Accountancy and record

keeping in educational institutiones.
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6.3 Lssential requisites of a sound system of

accountancyst

(a) Suitability for educational institutions,

(b) safeguarding funds,

. (e) Provision of information needed for educa=

tional planning and adwinistrstion,

(d) Capacity to provide informatisn nceded for
financial control,

(e) Sioplicity,and

(f) Adaptability to government requirementss.

Bages of Accountancy Procedure

721 Basis of the gystem,

7+2 Two types of basis (a) cost and (b) accruale

7«3 Distinction and need for two basess.

7+% Cost baseas.

7«5 Decision regarding the basis.

7«6 Accrusl basea.

7«7 LExisting practices cost bagis and itg
modificatinne

7+8 Reagons for adopting cost bdasise

73 tiesult of the mixture and the possibilities
of presenting unreal positionsy

7410 Developwent of operatisnal core.
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Fund accountancy system

&1

8.2
&3
8-‘+

Operational core of educational (financial)

accountancye

Concept of "fund" and its analyslse.

Kccessity of fund accountancy systeme

Opcrational analysis of fund accountancy!l

(a) Identification of distinct transaction and
then segregation and the multieinstitantional
character of the institution o'r Higher
Educatione

(b) Grouping of transactions under fund groups,

(e) Self=balancing of fund accounts,

~{d) Kind of accounts and fund grouping,

(e) Operauonn'ot eurrent funde

Principles of keepinz eccount records

9el
902 '

9e3
9k

9¢5
946

Indication of specifia relevant principles only.
Maintenance of complete files ahd documents
covering tzmxicial tranuctlom"

Control and cosrdination of vnx{lous books of
accounts by a general register.v

Maintenance of a system of internal checks

and verifications,

Influence of local fsctorss

Broad graphic presentation of books of accountse
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11.0
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Operatins fundg its administrative aspects

10.1
10.2

Delegauog of authority.
Primé significance of the operations of current
fundse

Development of an objective form of account returng

11.1

11.2

1143
114

. 115

116

11.7

11.8

11.9

Appreciatisn of presgent day situation, anxiety
to meet both ends and the dependency of the
institution of highcr education on outside
supporte

£xyanding enrolment and the resulting aé%ﬁ:ﬁiﬁi?
of anxietys

Soclo~eceonomic frame work factorse

Inflation and f!oing prices and costse

College 18 not a financfally gelfesuffiecient
instituotions.

shift in the emphasis in the sources of revenue/
income/receipts

Self-fmposed dlsclyline of business enterprises
and the need to apply the same to the educa=
tional institutione.

The need to compare and the development of a
self-comparison system,

Development of uniform standard techniques of

sccountancy and reporting proceduress
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11.10 Proposed proforma based on distinct funetional

and financial areasg,
11.11 Distinct functional and financial areas of

operations.

11.12 Proposed proforma provides a roliable basis

for inter comparisons.

Appendix 1
Sheet 1 Sumpary sheet

p
P

Sheet 2 carrent {ncowe/revenue and expenditure

eaptions

Explanatary Fote

1.
2¢
30
be
Se
6o

Main oblectivesgs

Current incone,

Major categnries of current incomes
Details of current income ftema.
Current expenditure,

Details of current expenditure items
their fdentification and grouping (a)
General Adﬁinlstration s (b) Students
Administration, (c) Academic Administrae
tilon, (4) Financial Administration, (e)
Estate Administration Plant Management,
(£) Public helation and Information
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Appendiz 2

Appendix 3
Appendix 4

viis

Service, (g) Personnel Administration,
(h) administration of Auxiliary Entere
prise, (15 Acnuity and loan Payments,
(3) Contra payments, (k) Miscellareous
paywent and (1) Surplus."

Internal organizatuion of the Accounts

Department in s college or institution

of Higher Edncntion-”

References”

Sumpery ané Recommendation courses of Actione



1.1

Definition of the term financial function in relation
to colleges and the institutions of hicher education falls
mainly in three groupinges
(a) One defines finance function as simply the task of
providing funds needed by the institutlon of higher education,
on terms that are most favoui'able. It 1s notevorthy to find
that the dictionary definition of the term finance is almost
exclusively concerned vith the “procurement of funds®, How=
ever, the concept of procurement of funds can be further
videned so as to incorporate into it, the consideration of
the (1) instruments (11) institutions and (1i1) practices
through which ingtitidtion of higher education obtains its
funds. This also logically covers (iv) legal accounting rela-
tionehips of the educational institution, with the students,
the donor or the pudlic and the government from whom financial
support is received. The main lozie behind thig approach is
that the expenditure needs in the college or the institution
of hizher ecucation give rise to the demand for funds and
the main function in the financial administration of the
college 1s to satiefy this demand,

(d) Although the above stated approach has its own merit y
of highlighting the central core of the finance function in
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the college and the institution of higher edueation, yet it
is bgénenny considered that such a definition as well as
approach emerzing out of 1it,is narrov. It is obvious that
main function in the financial administration is not merely
the procurement of fundJ It is a uuchbroader function
thah this. This appreclation of the situation results in
another extreme type of approach namely that since finance 1is
mostly concerned vith the procurement of funds and eash, and
since in all activities and transactions teking place in the
college or the institution of higher education directly or
indirectly cash is concerned, everything that happens under
the roof of the college or the institution of higher education
obviously forms a part of the financial adninistration. 1t is
quite evident that such a definition of financial funetion
would be too broad to serve meaningfully any managerial funetion.
(e) The third approach visualises finance function 8s one
mainly eoncerned with the procurement of funds and their effece
tive utilisation in the college and the institution of higher
education. This central core of activity associated with the
procurement and utilisation gives rise to a number of setivie
ties and financial functions, Thus the financial aduinistra-
tion in a college or the institution of higher education is
concerned with (1) Estimation of financial needs (11) Mobilise
ing and ralsing funds (111) putting these funds into the most
effoctive use or utilisation function in relation to the main
objectives of the institutions of higher education and
(iv) checking from time to time that actuanj fund utilisation
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is tsking place according to a predeternined plan. In other
vords the central core of functions involved in the financial
adninistration of an institution of higher education or the
college 1s (1) Financial planning, forecasting financial needs
and chalking out a line of action for meeting these financial .
needs (11) Actual raising of funds or the mobilisation of
finance and utilisation of finance including allocation etc.
and finally (111) financial control.

The above mentioned analysis leads us to further analy-
sis of finance functions in the financial administration of
the college. (1) Primary functions (or execcutive) functions
and (2) the secondary (or incidental) function,

(I) 1In the primary and the exccutive function are includeds
(A) Estimation of financial needs of the new as well as 0ld-
colleges or the institution of higher education, chuding
estimates of eash and fund flows, estimation of financial
needs for special projects like the financing of nev building
construction, debt retirement etc.

(B) M.bilisation of finance and finding out resources to
meet the needs. This includes financial promotion, fund rais-
irg, receiving of income in the form of fuves from studlents,
endovment and donations and subscriptions from the public and
recelving finaneial support from the government in the form
of grant, as well as borrowing of funds,

(C) Administration of financial resources. Thisz includes
experditure function, managezent of surpluses, administration
of funds and reserves, redemption and retirement of debts and
other obligations ete.
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(D) Pinancisl control and checking of the financial perfor—\
mance from time to time.

(1I) Secondary incidental functions ares

(a) PFinancial accounting and record keeping.

(d) TFinancial Heports and Statistics.

(¢) Maintaining satisfactory financlal relationship vith the
students, endowment holders, subscribers, donors, covermment ete
(d) LHesearch on various matters including financial adminis-
tration and mfero concepts in the elucational planning.

It would be obvious from the above ctated analysis that
financial accounting and record keeping though fundamental,
yet incidental, function in the finanehl administration of the
. college and the institution of higher education,

1.2 r , e : z

Pinancial accounting is said to be (a) the science of
recording and classifying the financial transaction and events
that tzke place 1im the institution of higher education and
(b) sn art of making significant summaries, analysis and
interpretation of these financial transactions and events and
coamunicating these to those who make deeision or form Judge=-
ments, This definition sugrests a variety of operations which
can be, for convenicnce, can be grouped as 3
(a) [Eccordinz Fupetions This 1s malnly concerned with the
work of récording multitudes of trﬁactions and events as
wvell as their accumulation in journals and ledgers. Usually
it 1s the book-keeping clerk who does this work as it is
entrusted to him by the accountant. In‘ln accounts department
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of a large college, this represents practically 3/4 of the
work-load in accounting and book keeping,
{b) Internretation: ' This function is mainly concerned vwith
the preparation of analytical reports and stat:ments for ﬁmago-
ment and others, who have the rizht of information, Where most
of the reports are issued, periodically according to a schedule
there are certain special types of reports that range from
hurried and short answers to the urgent questions, to lengthy
detalled noting and re-orts incorporating some times even
extensive researche
(c¢) Auditatives This function is mainly concerned with the
verification of accuracy, authenticating and correctness of
accounting recd ds and the statements drawn from these records.
. This work is either done by internal auditor or an independent
outslier auditor « the Chartered Accountant. While an internal
suditor mainteins & continuous check and reviews, the outsider
independent auditor merely providcs & periodical reviev strictly
from a point of viev of an auditor,
(4) Constructive activitys This is the work of constructing
desigcning and revising book keeping and accounting system of a
eollege or an institution of higher education and therebdy
attcmpting to ensure an efficient supply of information prevente
ing and minimising thereby errors and fraud. Methods and
systems are to be built up in relation to the necds of the
organisation. Hence eonsequently the chief accountant in the
college ne-ds a dbroad knovledge of organisation, principles,
internal control, procedure et:, Thus from a strict functional
point of view the ficld of accounting in the college and the
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institution of hicher education can be divided into (a) Finan-
clal accountin~ anc the (b) Aduministrative accounting.f-<rehaky ke
'“"Q W i8 mainly eoncerned with the receive
ing of funds and their utilisations, principlo. activities
involved being the preparation of financial statements - namely
income and experditure statements, surplus statements, funds
and property statements etc,

Adzinistrative accountinz or the namagerial accounting is
a function that emerges out of the concept that accounting is
a method of management, it is tool by wvhich managerial effece
tiveness is enhanced. Although administration or management
accounting deals with the same financial data, it is not con-
fined merely to this financial data. It secks to ensure
sclentific managerial planning and sound managemént deecisions,
It seeks to make management eontrol more effective by encourage
ing planning and ensuring that the plans are constantly before
the management, s> that management 'm constantly compare
thelir performance vith anticipated and planned results, It
is to provide a build~in check, balances and a continuous
reviev and appraisal to j;rovent frauds and errors. It is to
enable management to correct methods and improve methods., It
is obvious from this that wvhile financial accounting is
chained to history, management and a diinistrative aceounting
is frce to conjucture. As a matter of fact, while the utility
of financial accounting cepends on the falthful and just
recording of past actions, the utility of aduninistrative accounte
ing depends on a large measu:e on the discretion with vhich t e
accountant predicts the future.
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(e) Statutory Accountincs  This really is a separate fileld in
vhich educational accounting cuts across accounting and law,

Financial returns are to be subtmitted to the Registrar of Soelee
tles, Charity Commissioner, Union and State Educational Minise
tries, University Grants Commission, University, ete.

()() ®eoq.nort Accountins® econcerned with the presentation of
accounts to the govermment f.r receiving financlal support in
the fora of a grant in aid.

1.3 )Malp obi-~ctive ard the resultine actions

Ultimately accounting service in the collese or the insti-
tution of hiéher education is meant for making management more
effielent and more effective. This being the main mission
Tolloving actions become neceagarys
(a) Meticulous recordirg all financial transactions.

(b) Careful cimpilation of all the financial data and conti-
nuous review of operations, policies and procedures,

(¢) Preparation, factual financial projections, their imple-
cation analysis of the courses open ete.

" {(a) Constimt reviev and development of accounting system in
the college. _

In this @ number of operations are involved, the main amongst

them being (1) Making survey of the nature of institution

(11) Finding out from time to time as to what type of financial

and operating data is necded. (111) Preparing a 1ist of reneral

ledger accounting ~ deterzining subsidiary ledgers and other

supplimentary record that 1is to be kept. (iv) To determine

vhat books of original entries are to be used and vhat columns



are necessary to classify these transactions (v) Designing and
redesigning forms ete, and to ch_art their flov go as to ensure
maximum clerical efficlency i.e. adopting in operation the
prineiple of "accounting control® (vi) Reviewing record design,
standard procedure in accounting operations and its adaptibdi-
1ity to changing institutioral needs. All thece actions are
necessary b:ocause accounting systeam so far evolved and operated,
is developed in a plecemeal fashion through a process in vhich
accountants and executives were mainly involved in solvinz
immediate problems., What 18 now scems to be needed is develop-
- ment falrly eoherent system and its statement,

1.4 pBroad outline of the pote

On the basis of above stated xhma bdackground, it is here-
with proposcd to study broadly (1) the obdjectives of keeping
accounts (11) factors that influen-e and determine a particular
pattern of the system of financial accounts and record kceping
(111) Broad outline and analysis of the existing system of
financial account keeping (1iv) Deter:inants of a satisfactory x
system of financlal account keeping (v) Basis of accounting
procedure (vi) System of fund accounting and analysis of its
suitability to the educational institution (vil) Operational
development of the fund accounting system (the Me;ztirlcauon
of distinet transactions and their segregation and grouping
into functions) (viii) Accounting records (1x) Operating of
fund accounts and (x) finally a case made out for a desirable
pattern of maintaining and operating current fund acecounts.



2,1 Manifold concepts are indicated to be the important_ odjec-
tives behind the keeping of financial accounts. Helevant,
amonest the important objecctives are as mentioned as:
(2) Floagcial Accoupts and records as & tool in declsion
paklineg Financial accounts and records are maintained as they
 are necessary, as an important, basic tool in the decision
making., PFinancial records are necessary brecause th:- college or
tﬁc institution of higher education, not only want:to operate
vithin the limits and boundaries set up by the financial capa-.
bilities of the institution but also wantsto optimise output
-through proper utilisation of its financial resources. It is
for this purpose that the management also wants to do meaningful
comparison vith reference to two points of time in the life of
the same institution as well as inter institutional comparison
at the same point of time, It is for this purpose that the
financial data emerging out of account records, that is necded,
and therofox:e. the keeping of finaneial accounts and records.
(v)  Fipagele] Accoupts and records for sfgtisfving statutory
degsl reculrements:s The second important reason for maintaine
ing accounts is io satisfy legal and statutory requirements as
communicated by the University, University Grants Commission,
the State and Union Fducation Ministry as well as Kegistrar of
Soclieties and the Charity Commission,
(e) Rinancial Accounts and records for receivine government

Zinanclsl support in the form of gsraont 4n alds The third impore
tant and perhaps the most decisive reason is that financial
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data and records are to be created and maintaincd as they are
needed for submitting to the government for obtaining financial
support in the form of rrant-in-aid, and ~fmally,

(@) Institutional financial data may b said io be needed for
developing educational research as well as for initiating and
helping eduecational planning functions,

2.2  Although, all the above said objectives do influence the
emergence of a particular pattern. of financial account keeping
yet/. dmergence of an existing system of accounts seems ¢o be
mainly a result of two types of pressures -

(2) Pressures (Business) Commercial Accounting System foreing
the college and the institution of higher education to adopt
and operate commercial sand business financial aecounting
pattern. This pressure is quite effective., FReacons being that
(1) Availability of personnel appointed to handle financial
accounting are qualified and experienced only in the commer-
cial financial business practiccs (11) Auditors avallable are
exclusively from the (business) commercial, financial field, =i
and as such, they give advice and recommend commercial accounte
ing praetices that are knowvn to them. They condive or ignore
the fact that (Business) Accounting practices are not suitabdle
and therefore is appropriate to educational institution.

(111) Even the members of Board of Trustees are drawn from the
business and financial world. They tend to insist on the
adoption of practices that are known to them and these are
merely business accounting practices,
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The second important pressurd influencing the development of
the financial accounting eystem that-is—t5-say is the need to
receive support from the government (in the form of grant-ine
ald)., It is this ne d that has a decisive influence, In the
adainistration of these government grant, the basis 1s that of
a deficit, calculated on’'the basis of approved expenditure. In
order to ascertain this deficit, government insists the sub-
mission of application on a prescrided form. It 18 for faclilie-
tating the subaission in this preseribed form that a particulsr
type of system of deflcit oriented financial accounting 1is
adopted. It is true that the legal requirements including
thosge pertaining to the statutory objeetives namely submitting
annual reports to the Registrar of Societies or the Charity
Comnmission, Union and £tate Education Ministry, University
Grants Commission also have their influence on the emergence

of 8 particular system. BHovever, it 1s very much obvious that
important observation is that the requirements in decision
making seems to have practically very little or no influence on
the emergence of the system, OQbservations over existing cystem
drives one to the conelusion that utilising accountinz system
as a mnagemenf tool fx in deelsion making is not the objective
of keeping financial accounts and records in our colleges and
institutes of higher education that it s the absence of
objective results in an absence of an objective financial mana-
gerial approach to the isrue. It 1s this fact that is indica~
tive of the reason for an undergrowth in the development of



12

tectnique of educational financial accountinz. While there 1s
a siznificant development in the accounting and financial
report practices in the commercial and business undcrtakings
and elatorate techniques and derices have been developedj while
there has been a marked development in the methods of rovern-
ment accounting, educational institutional accounting system
has remained almost static. This is very much evidenced by the
fact that wvhile there is a good deal of research information
available in the field of commercial and gpvernmomt accounting,
ther; is practieally no research work avalladle on educational
financiasl accounting., Another indication of an absence of an
objective outlook and the resulting undergrowth of educational
accounting system is the fact that while tralning courses includ-
ing even college and university courses xx have been developed
and availadle in commercial accounting, some arrangements of
training in the field of fovernmcnt accounts also exists, Howe
ever, there are no such course and training offerings in the
educational financial accounting system.

3.1 Characteristic features of existing and the operating
systen of financial ageounting and record keeping are #s mention-
ed hereafter:

(a) copventiopal Commercdal Method:s Basically, it is

accountine svaten, the system being modified to some extent-to
suit statutory requirements under the Society and Publiec Trust
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Act as vell as the government requirement preseribdbed under the
%grant-in-aid code”.

(b) - College accounts are kept on douyble entry gystem of
accounting.

(e) Collere budzets This is prepared on & form that is deve-
loped and prescribed by the recretaries of the educational
socleties, Usually items on the receipt side are (1) tuition
fees (11) libdrary fees (111) postegraduate fee (1iv) hostel rent
(v) grants fi'om University Grants Commission, Direetor of
Educatlion and such other bodies if any. On the expenditure
side min items are (1) Salaries of the teaching and non~teaching
staff (11) D.A., HRA., CLA. and the pers>nal allowances to the
teaching end non-teaching staff (111) Provident Fund, Pension
Fund, Gratuity, Life Insurance Premium as provided in the
Service Conditions (iv) ient rates taxes (v) College scholare
ship and freeships (vi) Purchase of furniture or newv equipment
(vi1) Building repairs and ordinary repairs (viii) Libdbrary

(1x) Miscellaneous and other expenses mcludu.é expenditure on
gyukhana, P,T.y H.C,Co, Magazine as well as experditure on
telephore, college garden, electricity, stationery, printing,
postage, conveyance and functions and festivals (x) Capital
expenditure, College budget is mainly based on the expected
collection of fees and the grant that is likely to be received
from the government which (though based on the concept of
deficit arising out of approved expenditure} is termed as the
"maintenance grant®, Other items of receipt are insignificant
and therefore in the process of budg-ting usually ere said to
be £ not taken into c:nsideration.
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Fevision of Sud-ets lany a times a need for preparing a
revised dudget arices, Coumonly adopted method 1s that of
f£i:8tly econsolidating receipt and payment accounts and checking
and verifying wvhether these figures are tallying with the
“Cost ﬁook“ and "Ledger firures"”. Then these preparation of
® revised budret™ starts. In the revised bud-et the aove mene
tioned figures as revealed from ledgcr and cost book are men-
tioncd in the golumn of "Actuals®, These presemted figures of
"actuals® are sim to be indicating "exaet picture” of antici-
pated®income and expenditure®™, It 1s on the basis of these
figures that plans for future mobilization or collection of
funds are made,

(4) lalg books of accounts and the normal pro-~cdures

(N 1t 15 observed that -the main books of accounts kept and
maintain d are (1) cost hook (11) daily collection book (this
is distinet from cost book) (111) Fee register (1iv) Miscella-
neous receipt book (v) L-dger (vi) M.0, Book Register

(vil) Salary pay rezister (viil) woucher file (1ix) Cheque Book
Rerister and finally, (x) Dues Book,.

(I1) Procedure and practice of Accountinss Care is taken to
the maintain records pertaining to cash receints. Commonly
observed procedure is that the cashier vho receives cash,
issues from the receipt book, & re:eipt to payee. (These
recelpt tooks are printed, each receipt having a serial numder,
Receipt book 1s taken to be an important document, and as such
is kept under lock and key by the cashéer)., (11) Cashier then
enters the details of the receipts in the Dally Collection Book
(vhich is printed, bound book, each sheet being numbered).
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(111) Then detalled entries are made in the cash book. (Till
this is done. daily work of the cashier is not said to de
over), (iv) On the payment side, relevant details are men-
ticned., (v) There is the checking ard veﬂtleétion of each
entry. Entries to the receipt side are checked through their
verification with the entries in the supporting books like
receipt book, daily collection book, money orders, etc.
Entries to the payment side are verified with the help of the
gscrutiny of vouchers, In the event of money being ceposited
in the Barnk,; Bark Chalan Book is also checked, (vi) It is
customary to maintain a separate "exercise book™ riving details
regarding currency notes, their denomination, ete. Entries in
this are checked and the cash 1s to tally with the figures in
the cash book. This exercise book is then sicned by the
accounts clerk, This is done daily. Once in a week, Office
Superintendent or the Senior Clerk and Vice-Principal check
thege entrics. On faturday whea cash transactions are closed,
posting in the ledger books is done (work of voucher posting
is done daily),

(III) At about 10th day in the month, bank reconciliation
statement 1s prepared on the basis of entries in the ledger
account at the end of the month, trial balan:e and Recelpt and
Paymbnt account is prepared. It 1s checked that the entries
in trial balance and the cash book are tallying.

(I7) 31st March 1s the closing date of finsncial accounts.
Accounts are checkedj particularly the closing cash balance,.
Check.ing is usually done by the Azcounts Clerk, the Office
Buperintendent and one of the Vice Principals. In due course,
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with all the detailed 1lists of income expenditure statement
and balance sheets are prepared; These two _atatemnts give a
complete plcture of the tum over of the year,
(V) In the month of June, it is with the help of the above
sald two statements that the "grant-in-aid statement® 1is pre-
pared, Along with the rest of the accounts, this statement is
then audited by the Auditor who, after bdeing satisfled, puts
his siénaturo on the statements, It is normally in the month
of June that this grant-in-aid statement is submitted to the
Director of Edueation, Maharashtra Government.
3.2 JModificction end adoptation of the systems

Having stated broadly, (a) the usual system of budgeting
and its revision (b) different types of books kept and maine
tained and (e¢) t*:be procedure and time schedule usually adopted
in the colleges, it is now necessary to examine the modificae
tion of the above said aspects as is done to satisfy govern=

ment requirement.

3.3 Covernment (Administrative) System of Accounting and
Adaptation:  hequirements of the <tate Covernments
recelving in grant-ip-sids

(A) These requirements are incorporated in the "Grant-in-Aid

Code (for educational institutions and the subsequent modifie
cation). As explained in the code, financing of higher educa-
tion involves a consideration of resources and expenditure,
Resoﬁrces are said to be of two types, namely, the human
resources and material nsouz"ces. ' Human resources consists of
skilled man pover and qualified personnel, needed for instruce
tion, supervision, direction and administration. Physical
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resources are said to be of two types material resources and
capital resources. While material resources refer to the
building elass room equipament, furniture, laboratories, play
grounds, text books and teaching alds, capital resources are
the "finances®. According to the government accourting proce=-
dure, money received from the caplital resources is called
"receipt® opposed to “expenditure” which refers to a financial
charge incurred in or-anising education. Receipts refer to
the cash received or made available to the college or an insti-
tution of higher education and includes grants allotments,
fees, donations, ecash value of the property received etec, It
is customary in government accounting procedure to differcne
tiate betwecn "receipts” and "revenue®. Receipts do not h
include cash received from borrowed money or from the sales
proceeds of property etc. because it does not constitute
current revenue,

(B) According to the government accounting practice the
sources of revenue for an educational institution are (1) gove-
ramcnt grants, (11) allotment of loeal bodles, (111) tuition
and other fees, (iv) income from colle~e funds and endowments,
(v) gifts and bequests from private persons and organisations,
(vi) proceceds from rent and college property. Thess sources
have been classified as (a) pudlie (including rovernment funde,
locel body funds and district board funds) received in the
form of grant-in-aid and (b) private funds (including fees,
endowment and other sources., Another classificstion of revenue
is in the form of (a) recurring receipts, direct current

receipts (which includes government grants, froo centre, state _
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or local authorities, fees, subscriptions, donations, endow-
ment income, other ‘incomes and any charges collected for
specific services) and (b) Non-recurring indirect, eapital
receipts (including building grants, eguipment grants, receipts
on accounts of scholarship, prizes and fellowships, loans and
sudbscriptions and contributions towards non-recurring items
1like duilding equipment or other speeified purpose).

(C) In the government a-counting terminology, expenditure
refers to a financlal charge incurred by or on behalf of the
educational institutions, for goods and services, Ord;narily
it refers to the charges of the current year., It does not
include payments made for the services of previous year or
advance payments made for the services sf yxewtawx yum to bde
rendered in future,

(D} Expenditures have -een classified broadly under three
divisionst” (a) Current and recurring expenditure = referring
to the payments made for the purpose of adninistration or
general control operation and maintenance of ecollege plant,
teaching and instructions, including the ralaries to teachers
and other staff, library, laboratory, other supplies for
avalling service during the current year. (b) Capital outlay
or expenditure vhich 1s made for acquiring fixed assets or
additions to fixed assets like the college site and campus,
play grourd, building equipmont.‘ These expenditures may be
directly related to the operations of the college plant or
indirectly as facilities in the form of hostel, canteen,
cooperative books store. This 1s also called as non-recurring
expenditure. Thirdly, (c) expenditure may refer to debt
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charges, 1.e. payment on interests or loans or repayment of
principal amount of loan, If the loan is repaid in the same
financlal year in which it 1is bdorrowved, the expenditure is
termed as current or recurring.

In addition to this broad classifieation, expenditure 1s
also usually classified into direct and indirect expenditure,
Expenses that are incurred directly for the running of the
educational institution and which can be identified on specific
activities, such as, salary allovance (including allowvances,
contribution to provident funds, pension, gratuity funds,
insurance premium etec.) Library,latoratory, (but excluding
gymkhann'. hostel end other residential quarters? building
_repaiu and depreciation (on collere bullding including library
and laboratory but excluding hostel, gymkhana and residential
quarters) contridution t> maintenance and répair funds vhere
no¥ such fund is maintained for depreciation and maintenance
1s maintained, rent for principals and managerial staff,
college library, ordinary repairs to college furnitures and
road, current lahdratory expenses and miscellaneous expenses
(including college garden, water pumping plant, 1ighting,
telephone, printing, stationery, postage, collere contribution

to gymkhana, ete,)
) Expenses on items vhich cannot be easily and accurately
identified with specific activities, their nature being such
that they eannot be apportioned amongst different types, items
or institutions are termed as indirect expenses, Usually
expenditure on direetion, inspection, non-recurring experditure
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on building equipment, furniture ete., scholarship, hostels
and other misccllaneous items which include special grant to
hi.nor activities are termed as indirect expenditure. Accordw-
ing to the rules and regulations of Directorate of Higher
Education, Maharashtra Government, equipment including reple-
cement of existing furniture, office equipment, apparatus as
well as the purchase of new furniture, office equipment or
apparatus {b) Cgpital expenditure including construction and
extension of building, special repairs, eleetrification,

{c) Scholarships and prizes (d) Fellowships (e) Repayzent of
loans and othe; contributions including administrative charges
paid to the Soclety for conducting college and extra curricu-
lar uctiﬁtiea including socu} events, tours ete, are included.
(D) - One siznificant aspect about the government accounting
procedure is its reference and its limitation to a given finane
c¢ial year. In its accounting procedure government has, by law
fixed an accounting period and that is called financial fiseal
period, It is important to nmote that governments financial
or fiscal period does neither coincide with the calendar year
not vith_tho acadenlic year, While the rovernm-nts flscal year
extends from 1st April of an year to 31st March of the next
Year, 'calendar year' 4s.from lst January to 31st December and
the academic year is from June or July to June. It is
expected that financial accounts ghould be closed by the end
of the financial year, i.e. completion of transactions of cash
receipts and expenditure be made in a particular financial
year, In order to get some idea of the current position of
educational receipts and expenditure, provisional figures are
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given which in reality are mere approximations. These approxi-
mations are sald to be subject to an adjustment and revision at
a later stave.
(E) It requires no specifiec logic to mention that these
-overnment accounting requirements as mentioned in the roverne
ment "Account !lanuals™ as the specific requirement of the grant-
in-aid code as applied to educational institutions, have their
direet impaet on the system of aceount keening in the cdllege.
Colleges cannot do without srants and grants cannot be received
until and unless a college becomes qualified to receive the
same, Essentlal pre-requisite 4is that the college must have
a current deficit and that the government must be convinced that
&g per its regulation there 13 a deficit betwcen total current
receipts and the “approved expenditure“.. Usual method of
convineing the rovernment is through a written communication =
an application submitted according to the preseribed form. For
submitting financial information in the shape of a prescribed
form, the college iz required to maintain its financlal records
end accounts in the same form and that nov the pressure of
government gratib-in-am code accounting requirements operates
and the exicting pure double entry commercial system of
accountancy stands modified, |
3.4 JAneiler podification factors Ctatytory requirementys

In addition to these modifieations and adaptations mm
emerging out of the government grant~in-aid code reguirements
there is another factor that influences the system. This
factor 1s the statutory requirement emerging out of the opere~
tions of thé Aete, rules and Regulations under the Act of
Society's Registration and Public Trust Acts.
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3.5 Statutory requiremcpts under foclety's Reglstercd and

Budblic Trust Actss

Most of the privately alded colleres are established as
recistered institutions under both Indian Societys Registra~
tion Aet 1960 and Bombay P.blic Trust Act 1951 = as modified
in January 1963, As such especially when the society runs
only one college, it is obligatory for the registered institu~
tions to submit periodically their “Income and Expenditure"
and "Fu.nds and Liability and Property and Asset Statement".
Naturally for satisfying this requirement, collez e acecounts
are to be s0 condensed as can be conveniently presented in this
preseribed form. The necessary modification of the system and
adjustments are to be done. It l.zi under this situation that,
‘two periodical statements namely "Income and Expenditure
Etatement® and "Fund and Liability and Property and Asset
Statement™ are to be periodically submitted. In the income snd
expenditure statements, incomes in the form of rent, interest,
dividends, donation grants or incomes from any other sources
are to be mentioned. On the expenditure side, expenditure in
respect of properties - (rent taxes cesses, repairs and main-
tenance, insurance depreciation, establishment expenses,
remuneration to the trustees, legal expenses, audit fees,
contritutions and fees, amounts written off by way of bad
debts, miscellanecous expenses ete,) are to be shown. In the
"Property, Fund® or "Asset and Liabllity Statement™ details
regarding the trust funds 1ts corpus, previous years balances,
earmarked funds created under the trust deed including depre-
eiation, sirking reserve or any other fund - loans (secured
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or unsecured from trustees or others) liabilities for expenses,
advances, rents and other deposits - sundry credit dalances are
to be mentioned. In the property or asset side of this return,
detalls regarding immovadle property, investments, furniture
and fixtures, loans and advances, invoices outstanding and eash
balances are to be mentioned.

3.6 Complex combination of thrce systems and its consequepcess
ixictice svatems fallure %o operate ag a Mapazement Zoolt

Obviously the natural consequence of all the adove indi-
cated pressures operating i1s that we have a comdbination of a -
tripple system of financial accounts keeping in our colleges,
The first type of the system is “ased on the commsreial aceount-
ing practices, the second is the deficit oriented system of
accounts based and developed for meeting government requires
ments. Being differently oriented all these systems are inter-
nally inconsistant, There is a lack of uniformity in practices
and & lot of duplication. Main ends of these systems are
distinct and different and even at times conflicting. Outcome
of all these systems are not comparable and as observed, even
at time inconsistant. Compllation of financial data pertaine
ing to the college becomes a matter of doubtful sisnificance,
Figures in distinct reports do not tally, Valid comparison
between two institutions becomes difficult, Totals renorted at
district or regional levels become broad approximatiocn rather
than accurate figures. It must be mentioned with all emphasis
that the existing system of financial accounting and the
existing system of financial renorts and results can nelther
serve any managcment decision,



4.1 Main defficioncies end veokness of the existine systems

An objectlvo.evaluauon of existing system brings us to
a clear conclusion that (a) Existing system emerges out of
manifold complex and conflicting objectives. The result is
that there are (b) the dupliecation (c¢) Absence of a high degree
of internal consistency (&) Low degree of comparability and
reliability (e) inability of the system to operate as managcment
administrative éontrol eoordination tool and (f) mobility of
the system to initiate and assert (educztional) financial planning.
4.2 Qblective n-ed baced approachs o

After all any system of (educutional) financial accounting
12 not evolved or operated morc]i to serve either statutory or
government (financial) support requirements. The system 1is also
to serve as an important tool in the managerial finanelal
declision making process in the collegze. The system is also to
provide a real practical basis in (Educational) financial plann-
ing at the macro local district and regional basis and is to
adjust and operate as an important effeetive tool of planning
controlling coordinating educational planning and evolving |
educational performance,
4.3 [Heed Lo evolve cuita“le svstems

Having stafted the differences and wesknesses of the
existing operating system and basic objectives that the finan~
clal system 1s to serve as a tool in institutional management
and basis of planning the need for modifying and adopting the
system to changing requirements becomes quite obvious. The
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only point that requires emphasis is that earlier the system is
modified and adopted the better it would. Pressing need for
immediate action become obvious when the fact that till such
improvement and adaptation takes place meaningful progressz either
in the development of administrative efficlency or in (educa~
.tional) financial planning is not possible is appropriately
appreciated.

5,1 Various stares and steps

Having done (a) a survey and eanstructive objective evalua=
tion of existing aceounting system (wvhat is neeced for develop~
ing richt type of realistie approach, subsequent steps in
evolving a suitable system are (b) Development of a standard
method of income expenditure classification (c) standardiszing
the methods of accounting practices and (4) provision of
Advisory fervices,

5.2

First step in developing standard methods of income

expenditure classification and standardizing accountancy methods
and practices and throush it developing & suitadle system of
financial 1s to appreciate f.lly the fundamental distinction
that exists betueen the foundaution and nature of commercial
accounting and educational accounting. In this respect, follow-
i.ng seems to be important point of distinction.



It is irportant to note the basic difference in the foun-
dation of e dicational and commercial accounting.
(a) Kature and aims of the Educ-tloral Institutlons

(1) College, s a servi:e motivated standins institution.
It is not a profit motivated surplus building institution,
College is a spending institution and not,at least in pure theo-
ry, a money making institution. Ideology of modern economsie
system 1s so much geared up to profit making that non profit-
making, service institduons are not readily even understood, A
commercial enterprise is to make profit and pay dividends to
those wvho have risked thelr savings, through their contribution
to the capital, Accounting systeam of rucﬁ an institution 1is to
be 8o shaped as would provide for the emergence of profits '
either from productive or distribution or exchanpe operations.
In a marked contrast to this, college has no objective of
profit. ‘It is a spending institution wvhich is to produce, mot
profit, but service.® s

. The terms like profit or loss therefore anpear to be
entirely inappropriate in the process of firancial reporting
of an educational enterprise. In Educational Institutions,
financial reporting, the emphasis is to be lead on operating
statement showing the amount of income and its sources and the
purpose of expenditure rather than on dbalance sheet use its
emphasis on statement of Assets and Liabilities (that are so
important in ordinary commercial undertaking).
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(b) Flparcial alzs of the Fdycatioral Institutions

Financial aim of the collere is to spend all incomes Ob-
tainc4 £501 educational services that 1t secks to render to the
conmunity. Of course, no doubt, that deficits are embarring
and they are embarassing even to the educational institutions,
but surplus in funds, (which are quite infrequent, in practice)
are also embarassing, There surpluses mean that less service
has been rendered to the community than the institution is in
a position to provide, particularly service vhich the students
were entitled to receive, Financial aim of an educational
institution 1s therefore® to approximate as nearly as possible,
an even balance, betwcen income and expenditure.” Such an aim
As absolutely incompatible with any commercial enterprise.

In order to achieve the obhjective of approximating an
even balance between 1ircome and expenditure, it is necessary
for the college or any other higher educational institution,
(on the basis of a earefully prepared budget) to be within the
14mits, The entire accounting system, therefore, 3is to be
organised mainly on the basis of and in terms of "eontrol of
budget®. This is necessary for limiting the expenditure
gtrictly to the estimated avalladle income, Commereial
basiness organisations are not under this strict neccseity of
controlling expepditurc vwithin fixed 1imits and hence the
accounting system is commercial concerns 1s not set up to
achieve such a purpose,

There 13; however, an exception to the general state-

ment., This exception emerges out of specific area in eollegc,
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adainietration, namely the area the operation of "huxiliary
activities™., These activities sre similar in nature to the
commercisl enterprises,  Usual philosophy on which such servi-
ces as "book-store", hostels and residential halls, and the
dining rooms are operated i1s that those vho benefit froa runne
ing these services would pay the entire cost. Obviously the
operational objective being different, the accounting system
adopted for th-se auxiliary services may be different.

The corclusion 1s that the accounting system of the
college and that of the institutions of higher educsztion is to
be set up and operated in such & manner, as would take adequate
cm of the needs of both, the educational programme as well as
auxiliary activities.

(e)  Asset sccumulation and the structure of Ascetgss

The third important point is that the institution of
higher education is fundamentally not “an asset accumulating
agency,” Success of commercial enterprise is judged by its
ability to pay dividcnd as well as by the way in which it
increases its net assets, Increase in the net asset of a commer-
elal concern reflects the growth in the value of original invest-
ment of the share holders. Capital appreciation is an important
test of efficicney in management. In a sharp contract with this,
the success of an educatiornal institution 1s tested not so much
by the extent tovhlch it has accumulated assets but by the way
1t has, for educationally desirable purposes and services,
spent its current assets. Renoumed great colleges of our state

have achieved their success and the name, not because they have
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' large secumulated asscts, but rather because over a period of
years they have r-ndered to the soclety unestimable educational
service. It is the epending of money in the past on the acade=-
mic, teaching staff salary, administrative services, library
facuities. 1aboratory supplies and equipment and spending for
avalilirg all the necessary paraphernalia of acadcmic orcanisa-
tion that has given to the great higher educational institutions
their importante in modern tires. That there has been in the
nost of these excellent institutions also an accumulation of
capital asset i3 ax more or leecs a coincidence, Assets them-
selves, have only this much signlficanc; in the educationsal
institution, that they make possible the educational service.
It would be interesting to note that the large share of assets
) in the educational institution is typically fixd in form, and
the market valus of these assets i3 very much uncertain.

Q) . rds a " -

This important difference in the attitude towards accumu=
lation of capital between educational and comercial'.enterprises
is of utmost significan-e in the financial accounting and
reporting. In commercial undertakings ®Balance Sheet® is an
extremely sirfnificant document. It tells to the share-holders,
ascertaible value of investmant in the concern. It also reveals
to the creditors chances of recovery. On the contrary the
balance sheet of a college tells 1ittle or really nothing about
the ger«rléel (vhich are the main objectives) rendered or even
the capacity for rendering s-rvices. Capacity for repaying
indebtedness aleo cannot be judged accurately by a financial
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analysis of fixed assets. "Financially speaking modern large
endow-d university or an institution of higher education is an
aggreegate of funds devolved to a variety of purposes. A
balance sheet for such an institution does not and probdabdly can-
not shov its "worth", Certainly not in the sence it is presumed
to do g0 in commercial enterprises, At the best it simply
serves as a device of showing several types of funds held in
the form in which they are accounted for.”* It is thus obvious
that rendering ser:ices is the primary object of the college as
profit is the poal of commercial enterprises. In that sense,
in an educational institution, the operating statement showing
the record of income and expenditure is & much more siznificant
document than the balance sheet, It 1s by studying the flow
of income and experditure that some conception of the Educaw
tional fervices rendered, can be obtalned.
(e) sideratio r 2 . <

In another important detail, the demands of commsreial
and educational enterprize are different. For accurately
estinating projects as vell as for determining exact nﬁ vorth .
of assets, careful analysis of inventories in absolutely necee
ssary snd essential in a commercial undertaking, It is because
of this reason that the commercial corcerns spent lar~e sums
and business time in taking and keeping accurate and detaliled
inventories of supplies and equipment mxx used for the

. N.C.Plimpton Repmort = Report of Comptroller, 1935 =
36y University of Chicago., HReprint from Presidents Report).
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educational purposes are of relatively little significant. No
doubt, inventories are desirable as a check on managexent
especially as an ald for eontrolling purchases as well as in
facilitating economie assipgnment of equipment to the department.
As such it is, therefore, desirable that some record of the
itexs o(yrcﬂlativqu- permanent property are maintained, However,
the observed fact is that most well managed colleges and even
universities, find it entirely unnecessary to keep inventories
with these details or precision as 13 demanded in eommer~
clal office, -

(£) Method of acquiring Candtal and tre Pesultine Lisbilitiles
fovards those who contrioute to its

College or an institution acquires eapital in a manner
'entl.rely unlike that of a commercial enterprise. The result of
this difference in the manner of getting or acquiring capital,
is the difference in the accountability of capital in two
different organization., Commereial enterprise obtains its capi-
tal from those who expect a return, This expectation includes
not only the return of original investment at some time but
also =zome annual income or dividend thereon. There is also the
expectancy of actual accretion of the original capital. Educe~
tional institution on the other hand gets its capital by donae
tions, fix gifts, etc. The donorn have no such expectancy of
any financial return,

(g) Beflectlon of Lilabilities and of present value of ascets
and thelr use in financisl sccoupntss

In commercial enterprise, accounts must accurately reflect

the present value of the total assets. In the educational
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coneern, importance is not so much attached to the present .
market value of the asset as to the record of ‘Use' to which
they are being put and the services that 1s being derived from
them. Thus the "liabllity side of the balance sheet of a
¢ollege or an institution of higher education is thus entirely
a different affair from the schedule of liadbilities of a
commercial 'concern."

Proprietorship of a business enterprise visions and .
views the ultinate return to the capital to those who supplied
it. Liabilities of the educational institutions record and
report the obligations to use the fund in the manner prescribed
by the donor.® It is also to be remembered that the college or
_t.he institution of higher educition is simultaneously in a
position of a "trustee", "owner®, and "operator®, a situation
that cannot be tound, in the case of commercial enterprise-

‘ﬁis 1s bound to have a marked effect on the accounting practices,

/

b Exception to the above stated statements ares

(a) Eome educational institutions are of a propriety type

and they are more of the nature of a comnercial concern rather
than an educational one,

(b) Some institutions have borrowed funds which temporarily
provide the operating capital, the borroving being typically
in anticipation of later gifts or incomes from vhich it is
expected that the loan would be repaid.

(e) Many institutions obtain capital funds on an annuity
basis. In such case, the expecting of return to the donor is
a temporary affair wvhich has been dealt with., Here also the
amount of return expected is alwvays far belov vhich could have
been realised from commercial transactions of similar type),

The only requirement is that gift or the donation be
used for the production of educational service,
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(h)  Exezmtion from taxatiops

On its corporate income, an educatioral institution is
usually not expected to pay taxes. Vhereas commercial organi-
gations hav§ ~this obligations, the accounting practice in these
organisation is to be so arrangcd as to reflect readily the
figures of amounts of texable income. To safeguard the inte-
rest of the share-holders it is important that the aceounts of
enterprise be 80 set up as to reflect a taxable income on only
those items that are classified in the tax law., Accounting of
income 1s to be modified in terms of tax situation. On the
other hand, educational institution is without sny such oblige=
tion for an income tax return, It is therefore free to set ﬁp
its accounting for income classification that would be most
useful adainistratively.

5.1} These fundamental distinctions have been elaborated
because of the tréquency vith vhich these differences are overe
looked or nezlected in developing and aduinistrating the
accounting practices of the eollege or the institution of
higher education.

On the basis of these points of differences in the
commereial and educational financial aecounting systems, it is
necessary nov to eomprehend the essential requisites of a
satisfactory system of ac-ounts for educational institution,



6. 2 :

FOR AN EDUCATIONAL INSTITUTE

6.1 (Characteristics of a satlsfactorv svstem of accountings
Here the first consideration is the fact that the sulte

ability of & system is directly related to the purpose or the

objectives bechind the keening of accounts and records. It is

therefore nccessary to consider the purpose and objects that

lie behind kceping of accounts and accumulating data.

6.2 Qblectives of Financlal Accounts and Pecords in the

Lducational Institutlonss

» In a functionally oriented system of financial accounts
and record keeping in the educational institution records are
to be kept 80 that they serve &s -

(a) An aid to decision meking (with respect to the conduct

of the educational institutions affairs within the limits or

boundaries finanecial capabilities of the institutions).

(b) FRecords and reports also are to be kept to fulfill legal

requirements.x=g

(ec) The college or the higher educational institution ealled

upon to furnish data to the government for receiving the finan-

cial eupport in the form of grant-in-ald and, therefore, finan-

clal accounts and records are kept for subnitting to the

Government for acquiring a grant sanction, And finally,

(d) TFinancial records are also to be kept so that they may

seﬁo as & basis of (educational) firancial planning,
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6.3 [Facential Requisites of a sultable Accouptine Svctexs
Keeping in viev the above stated purposes of keeping

accounts and financial records, 4t may be mentloned that there

are folloving main characteristics of a satisfactory system of
educatiornal accounts, namelys

(a) The system of account keeping must safeguard the funds
of the institution.

(b) The system must be capable of providing of ylelding all
the irformation that is nceded for the administrative
control of finance, ’

(e) It must bo as simple as possible.

(Q) It must serve as an objective basis of receiving govern=

) oent support in the f.rm of grant-in-aid and finally,

{e) ©System must be capable of serving as a basis to educa-

I < tional financfal planning.

It may be saild that these characteristics are common and
generally applicabdle to the accounting system of any type of
enterprise and there is nothing si~snificant in the application
of these characteristics in the system of accounting of an
educational institution. However, it is not so. It is there-
fore, necessary to exanine in more details the applieation of
above stated characteristies.

(e) Zaferyardinz of fundcs
Adequate control of funds require that the accounting

system be £0 organised as to ensure that eadesatieally all

incomes and additions to the assets are made automatically
part of the records and that sl the available funds are expen-
ded or otherwise handled in a manner, consistent with the
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purpose for which and the conditions under vhich they have been
received. Control of assets 1s to be assured to make certaln
that they are preserved against unauthorised eneroachment and
they produce maximum cducational service.

The sateguaiding of funds means four thingss
(1) It means that the accounting system is in a position to
provide such an orkanisation of the system of accounts as
ensures automatic recording all incomes and additions to assets.
(11) Eandling and ﬁtllisation of funds is in a manner consise
tent vith the purpose for vhich they are recéived.
(111) Control of asset and their safeguarding against unaut.h?-
rised handling.
{iv) Ensuring that the system leads to the maximisation of
educational service and output, and _
(v) finally for protecting the name and fame of the personnel
in the finance section handling money that 1s not belonging to
them, ensuring that the reco:ds are completely clean and that
they give full and complete details regarding all financial

transactions,

(b Proyision of infornation neoded for educational
edutnistrations

Eystem of accounts being organised on the commereial
basis by experts in the commereial accounts is really not
orzanised to meet needs of educational administration. Number
of principals and heads of institutions scem to have little
idea as to hov financlal information can be used for educa-
tional sdainistration purposes. Thus arises the need is that
accounts are to be so arranged as to meet this requisite that
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they provide adequate information needed for administration.
(a) Thus for example, the classification of income and expen=
diture, and assets and liabilitles 1s be such as to have mean-
ing and implicution for eduecational programming. (b) It 1a2
necessary here to separate educational and non=educational
{tems in the accounting of the college (¢) An element of cost
accounting 1s to bbo brouzht in for developing efficiency and
effectiveness of educational administration., This is to be
done through a process of or on the basis of identifying areas
of educatignal activities and by visually costmg basis of
operation.
(e) Simplicitys

Many a times an elaborate system leads to confusion and
administ-ative delay in the provision of information needed for
administration and hence this requisite. It means that the
system should be open for ready and immediate audit which is
very wmuch useful in the preparation of budget. In many colleges
this requisite is violated., Accounts reco-ds that are kept have
no specific objective and hence algniﬂ.eanc:a. Time and ~mcney

1 Keed of classification of items for educational adminige
tration has deen emphasised by the National Committee on the
preparation of a manual for the College and University btusi-
ness administrations and the standard ort for institutions
of higher education, National Committee A rt 1952, Pagzes 16-
20 and 39 and 42, U,S.College and University Administration
is greatly indebted to the system so developed).
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1s vasted in providing information that is not used at all,
Hovever, simplicity does not mean that the accounting can
be made as simple as that one operating in the small business
hou.sc of the self employed. College authorities certainly must
have all the information needed for normal administrative pur-
poses as well as for developing administrative efficiency. It
is necessary alvays to test the vidlue of every detail partly by
the uses made of that information. Those procedures which do
not yleld important information and those are not necessary for
the effective operations of the accounting system should really
be eliminated. ' |
(4) The system of account should be -such as would be in a
position to produce and provide to the government readily, all
infornation that is needed in the administration of the govern=
ments support policy operated through;systen of grant-in-aid,
(e) Quite a lot of ﬁnancid information is needed in the
process of objeeﬂ._vo planhi.ng of the development of higher
educational facilitles at the local district reglonal and the
state level, Pinancial accounting system of the college is to
satisfy this requirement as well.

1 In many colleges there is a policy of collecting students
fees in cash on a registration day, carrying a ledger and vwith
every student entering amounts of his fees and erediting the
pa, ment. In another college that pays all the bills promptly
Carry an account payable ledger in vhich every bill is duly
entered and immediately cancelled by duly entered and immedia=
tely cancelled by payment. In many saall colleges, detailed
accounting systems are adopted requiring unnecessary entries),
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Having so far considered that the main requia;tct of
satisfactory system of accounts are (a) Suitability of the
system to the main purpose of educational institutions
{b) capacity of the system to safeguard funds (¢) The capacity
of the system to operate as an ald to decision making (4) Capa=
city of the system to provide adequate information fof finan-
cial control (e) The simpli:-ity of the system and finally,

(f) Itc adaptadbility to the government requirements in her
a d ministration of erant-in-aid policy, it is now necessary to )

exanine the "basis of accounting procedure®.

7.  BASIS ccuuyL

_ 7.1 A questlon of fundamental importance is basis on which
the accounting system of the college 1s to be founded.

7.2 There are two extreme types of approaches ramely
(a) Cash bases and Approach (b) the actual basis approach.

7.3 The mecessity of difference and basis in the two plans
arise out of the faéts that at certain date many transactions
are not complete. The issue 1s whether the annual report is

to ¥ reflect the corditions as at a certain date.

7.4 In the cash basis of accounts payments (includine fee .
payments for the services) are to be entered as an expenditure
of the year in which the payment is made. On the other hand
in the accrual basis only that much imount as 1s usecd in the

fiscal year, 1s reported as an expenditure for the period.
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"7.5 The mccessity of decision vhether to adopt cash or accrual
basis arised out of the fact that many transactions are not com-
plete oé @ particular choosen day as the end of the fiscal’
period. If the conditions of the collese are so simplified
and arranced that every transaction would he completed on the
day of the closing of the eaccounts, the result of cash and
accrual basis of accounts would be identically the same, and
there would arise no necessity to choose in the basis of account-
ing. Hovever, the f-ct 1s that vhile annual renort is expected
to reflect the couditions as at a certain day, yet there are
mary trancactions that are not complete on the day.

*8
7.6 Conmercial accounting practice adopts acerual basis.

llovever, most of the colleres and universities even in the
advar.ced countries do not use accrusal basis but a systen that

approxisates cash basis in their system of account.

»* On 30th June many billg misht be in the process of
paynent. Goods rmirht have been received but there micht not
have been adequate tize to verify them with the invoices,
there might be certain security investment intercst payment
on debts, there miszht be certain prepayment for services
reprcaeniing at the end of the year, certain assets in the
fora of prepaynent aseets,

. For example, dividend to share are paid on the basis of
records on that day. Inventories of unpaid dills for soods

ard services, all items accruing during the year refleet in
the year's accounts
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7.7 While the most of the colleges adopt a system that appro-
Xximate cash basis in t{mir accounting system, actual practice
used, 12 a modification leaning towards conservatism. Tendency
in practice seems to be not to aéérue unrealised earn-d incomes
but acerue all the unpaild expenses and prepayments made for
future services. Theze accrued items are usually set up as ,
1iabilities and assete in the current fund sections of balance
sheet. Day-t -day aceounting 1s alvays on “cash basis®™ but the
reports at the end of the fiscal period may be recognized to

be adjusted to entertain accruals,

7.8 Ceveral :easons are furnished for usinz cash as a bdasis:
(a) Like commercial concern the college is not faced with the
‘problem of distributing profits or dividends to the share-
holders and tbe;erore, there is no compelling reason for figure
ing preciszely the outcome of the financial operations of a -
single year,

(b) Accrual system requires an elaborate system of book keep-
ingz that is relatively expensive to operate particularly if
accruals are dally or monthly and if aceurate results and
reco.ds are needed at frequent intervals, Cash basis permits
a simpler system and therefore less expensive.

(c¢) Because of the fixed nature of fiscal cycle in the
college, a-crual at the end of the fiscal year is expected to
be approximately the same as those at the end of the year. This
beinz the case the net result of the years operation (vhether

studied on cash or accrual basis) are about the same as those
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at the end of the next year in as much as the net balance of
accrued debdt and credits added (or subtracted) would be the
sare at the cnd of the year as the net balance suhtracted (or
added) at the beginnihg of the period.

7.9 Tallure to adhere strictly to elther the cash or accrual
basis or to follow ary strict plan rerarding the itens that

are to be accrued, make it possible for adninistration of finane
ce in the college to gigle the financial out come of the year,
especlally in resnect of surplus or deflcits. In order to avoid
tesptation of this type it is édvislble for the Board of Trustees
to adopt strict rules setting forth the basis on wvhich accounts
are to be kept and reports are tﬁ be made, If the basis is the
modification of either strict cash or stri-t accrual basis, the
regulation should state explicitly to which deposition must be
wade in the repvort of ~very kind of transaction that i= complete
at the ¢nd of the fiscal year. .

7.10 Having saii/discusscd so far the basis of finaneial
accour.ting, it is now necegsary to examire and develop operational

core of the system.

. Eatioral committee on the standard reports for the insti-
tution of hizher education gives her approval to a plan which
accounts for income are to be kept on the cash basis but
adopte acecrual basis in accounting for expenditure.

Fational committee prepares a mannual recommending the
keepin: of accounts on the modified accrual basis.



8. IND _ACCO 3
8.1 eratio edues . ”
Cenerally the sound principle and the accepted practice
of financial acéounting for the collere or any institution of
higher education 1s to disintegrate for financial accounting pur-
pose, its firancial structure into several distinetly identifi-
able areas. Each identifiable area is to have its cwn assets
and obligations, ircomes and exnenses and the net worth struc-
ture. These various identified areas flow into the total
structure each area maintaining its separate prospect of manage-
mcnt control and decision making. It is this system, principle
and practice that is usually dezignated as "Fund Accounting

Systen.”

B.2 Though commonly used the term fund seems to be somevhat
loosely uscd to mean (a) sub=-division of worldly wealth in the
form of cash or other assets (e.g. I have a fund to buy a
house) thaf are own:d or (b) it means a§ a net worth or

(c) proprietorshiip or an oblization to use certain sum of
money. In this sense the term 1s used to cover not only assets
but even the 1l1abllity concept of a fund, especlally in case in
which the 1iability an obligation for use and employment of
assets (e.z. Scrolarship fund) representing not only an asset
of & fund but also an 2b11aation to the donor in whose nane

the fund is memorised.

. Hovever, the National Comnmittee on Standard Heports for
the institution of hi-her education has strongly recomuended
the use of the word “Fund'Tpr assets only.
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It seems to be desirable to define for edueatlonal
accounting purposes“rundﬁ as "sum of money or other regources
sé; aside for specific purposes of carrying on specific activi-
ties or attaining certain obdjeetives in aceordan:e vith the
special regulation, restrictions or limitations.

Fund csrouping may he applied to an agrregate of accounts.
The further su~-estlon 1s that the term proprietorship of the
fund could be appropriate for references to that part of the
11abllity which represents an obligation to the donor,

8.3 [Necessity of Fund Accouptinzi

Basically every institution of hi-her education hés got
gifts or incomes which are to be spent for sum specifiec purpose
or used in some defined, restricted manner., It is for carrying
out these restrictions strictly that fund accounting system 1s
neceegsary, The necessity of fund grouping within the accounting
system applies to both public and private institutions. Many
a tlm:a’leglslation,while making appropriation to the publicly
controlled institutions frequently plan reetrictions on the use
of fun.s speeifying thereby certain amounts are avallable for
nev buildings, certain for current -eneral purposes or certain
for paying stipends to Economically Backward students or even
certain asount for certain specific projects. In the private
institutions there are many cases in which groups of assets or
iteas of income are limited as to the use especially, because
of the stipulations made by the optional donors, Both privately

. For further elaboration of this definition, the Geport
of the Nalional Coumittee on preparation of Mannual on College
and University Administration, pp. 139-20 may be seen.
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and publicly controlled institutions usually have incomes from
hostels or residential halls, dining rooms or Mess, book or
cooperative sotre., These incomes or revenues are expected to
be solely devoted to the operations of these actlvltiea. For
earrying on properly obligations afising'out of such restric-
tions on the use of assets and in»omos; it 1is necessary for the

institution to adopt fund system of accounting.

8.4 s £y

As mentioned earlier,“fund accounting system 1s a system
of identifying distinct areas of financial operations sorting
and serregating financlal transactions and grouping -uch trans=-
actions under a specific meaningful objective head:

“Fund system of accounting iz a system of segrezating

t}ansactions and grouping them on the basis of specific use or
restrictions and through such system of segregation grouping

L
controlling the transactions:

(A)  Identification of distipet trapsactions end thredir
L =Jostitutional structures of colleze
s of Hisher fduegtions

‘ Th; need for segregation of each transaétion on the basis
of restrictions placed over the use of income or specific
nature of use need not be over emphasised. For separation of
each transaction under various speeified distinct groups is
necessary as in dealing with each kind of asset the institution
of higher education 1s to consider itself practi-ally a aepn-'
r;to enterprise. Thus carrying our current transactions and
dealing with the current funds, thé:highcr educational institu-
tion 1s to act as an "Operating Company®. In handling students
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loan funds, it is to act as a "Comuercial Credit A-ea.cy”. In
managing endowments it 1s to act as an “Investment Trust®. In
dealing with the a-ency funds it 1s to act as an "Agent or
Custodian™. 1In providing educational plant facllitles 1t is
o act as a "landlord or as a real estate concern". FRelating
to any one of these sltuatiohs, it 1is helpful to consider that
the hicher educational institution has becoue for the parposd
of financial a. counting a jJoint stock compary or firm, a
coanercial credit a-enecy, an investment trust, an arvercy firm
or a custodian or real estate concern, all distinct entities
thaftzst handling transaction or dealing with the assets of
other the entitles. A:counting procedure must segregate the
transactions in each fund grouq,jnst as rigourously as is
usually done in the process manazement of distinct separate
entitiles. |
(B) Grounins of Trapcactions under Fund Srouns

The next question that arises is regarding the groupirg
of transaction under certain fund groups.

A colleze or university may display some individuality
in cinor matter and there may'gg*aistinct types of transactions
requiring distinct type of grouping. However, by and larre the
rature of the transactions being wmore or less uniform, the same

patt-rn of grouping can be adopted. It is poscible that

s One of the significant achievement on the Kational
Committee on standard reporte has “een the cetermination of
k the main outline for fund grouping that is to be used in
all institutions of hirher education.
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certain institutions mi-ht not be possessins funds of a parti-
~ular classificatiorn. As such, that group of fund may be
dtropped in that institution. On this basis, five major groups

of funds can be sugrested:

(a)
(%
(e
(4)
(e)

Current Funds

Students Loan Funds

Endowment and non-expendable funds

Plant Furds and

Agzency Fund,

(2) Current Fundss Funds that are expendable for usual

operating burpose are current funds. These current funds may
be further subdivided into =

(1)

(11)

unrestricted funds vhich may be used for any current
purpose or

restricted current funds vhich can be further subdivided
according to each type of restriction, Additional
internal groups may be

(a) general administration including

(1) top manazeuwent poliey formulation

(11) chief administration by the principal and vice
p’rinclpala and

(111) office administration,

(b) students administration including

(1) general administration of students,

(11) edministration of students services and welfare and
(111) administration of students activities,
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(e) Academic adninistration including (1) Institutional
administration, (11) Library (1i1) Laboratory,
{4v) Botanical garden, musium (v) organis:d research
and (vi) special educational activity,

(4) Business and financial administration,

(e) Persomnel administration and

(£) Public relation sdministration.

There should be an additional and distinetly independent
group concerning Auxiliary Activities for such as running
hostel end residential halls, food service uest house, bqoks
store, a co-Oporaf.lvé store, printing press, farm, snack bar
cafeteria ete. Although it 1s observed that in many institu-
tione, the accounts of auxiliary services are grouped under
unrestricted current funde, it is, however, dedirable to set up
~ distinet accounts for auxiliary activities entirely separate
from current accounts, This is particularly desirable because
auxiliary enterprises are at least expected to be self finance
ing. In case they have a surplus, that surplus may be devoted
to the servicing of indebtedrness on self financing projects,

(b) Indowment gnd othrr pon-expendable fundss ¥rdowment
and other non-expendable funds should be the second majbr
classification of furds. This group can be subjected to three
further sub-divisionss (1) Endowment (11) other non~expendable
funds, and (111) Annuity funds, Under the first of these
division, there ean be further sud-classification in the
restricted and unrestricted funds - the latter being sub-
classified in accordance with each restriction, Endowed
echolarship should also be set up separately under the first
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sud-division; Under the second, the fuds that are temporarily
used to produce income but which the Board of trustees are not
ready to commit irrevocably to the endowment, are to be includ-
od. Endoved loan funds that are held as invested eapital with
only the income avallable for loans to the students should be
carried as serarata classification under the third group. The
third division namely the annuity funds, should be further
subdivided 1n accordance with the desiznations of use made of
these assets at their maturity. In fact, under the classifica-
tion each annuity contract is a basis for separate accounting
gzrouping. Some institution receive gifts of capital which is
expendable over a period of years = the unexpended capital of
such funds should be classified, as a separate categox/'y under
this major head,

(e) Loen Fupdet  Students loan funds should be the third
major classification in wvhich funds of the revolving type, the
capital of which 1s available for loan purpose 1s to be
included. Funds of endowed type with the only income avail-
able for loan, should have a capital set up in the fund group-
ing with endowvment and other non-expendable funds. The amount
avallable for loans should dbe carried under the loan fund
classification.

(4) Plant Fundss Fourth classification relates to the
plant funds. These funds relate to all resources used or
designated for use in providing permanent physical facilities
of the institution. Major sub-classifications of the assets
are (a) unexpended fund (b) Fund outlaid for plant facilities.
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Under the first division there can be further sub-classifica-
tions according to the projecct for vhich unexpended funds are
used, Categories under the second division relate to parti-
cular tullding or feature of the plant.

(o) Azency Fundsst This is the fifth and final fund
zroup classification consisting of resources vhich the higher
educational institution eontrols and for which it 1s accoun-
table but vhich does not own it. Some higher educational
institutions operate mmall depositing sys;em in vhich students
may leave cash and withdraw as and vhen needed, Many colleges
manage funds that belongz to other organisations. Research
grants, students scholarship, economically backward students
HE Dot they are handled by the college and therefore
not belonging to the college,/these must be accounted for,
Po'ssessi.on of such assets of this kind - demand separate fund
group - each project or aspect requiring a separate sube
classification,

()  Belf balancing of funds accountss

¥Within each fund group the ascets and 11abilities must
be gelf balancing, In the properly operated fund accounting
system, the principle is that each fund must be Self Balancing,
Just as it vere on an entirely separate fund classification,
All incomes belonging to the particular fund must be entered
into as credits and all expenditures must be charged against
it. The diffcrence between the income and experditure being
further avallable for further use of the type indicated in them
fund classification e.g. student loan receipt must de credited
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to fund group and outlays occurring out of loan transactions,
charred to 1t, Any deviation from such practice would amount
to the misuse of funds e.g. use of these assets belonging to
the studcnts aid or loan fund for the payment of teachers ax
galaries would certainly violate all the understanding with
\mich.‘funds were originally provided.®* It is only by means of
fund accounting system than an assurance can be given that the
funds are used strietly in accordance with the limitation
accepted as birding at the time of assets were received,

(D) Kind of Accounts ip Fupd Groupss

Within various fund croins, there are normally four kind
of accounts, The first two of these are aséets and 1iability
a_ceor_:nts; Assets and Liabllity Accounts show cumulative
resulte of all the operations from the beginning of the system
" t111 today 1.e. the present Balance theets, that are derived
from thesze accounts showing the accumilated results of institu-
tional operations with reference to the fund involved up to a
certain date such as the end of the fiscal year.

It 1s to be stated again that within each group, the fund
account, assets and liabllities must be self-balancing, That
is to say assets of one fund are rbt used to balance the liabi-
1ity of another fund group., It 1s observed with reference to
some colleges that they have used the cash belonging to endow-
ment funds for the construction of college buildine, This

L4 There are reasons to believe that cuch a mis-application

of funds 1s a very common phenomenon xinzt/requires an which
immediate attertion end eorreetion. ' @ L
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means that the liadbilities of the endowment fund groups are a
part balanced by assets delonging to plant fund groups. This
must not happen. If at all this happens,then the accounts
must clearly reflect this, that being achleved by setting uwp
an asset in the endowment fund asset as "Loan to Plant Fund®
by setting up corresponding item in the Plax_xt Pund Liabilities
desi-nated as "bdorrowed from plant funds®, Thus each fund
group in the accounting system should be self-balancing so that
the rature of the inter-fund transactions clearly revealed.

The third and the fourth types of accounts are those
dealing with the income and expenditure, these shoving the
results of operation since the close of the last fiseal period.
'rpese types of accounts contrast sharply with the assets and
11ability accounts vhich show cumulative effect of all opera-
" tions since the beginning of the system., Froxz these accounts
dealing with the income and expenditure the operating state-
ment can be derived,
XIke Op ration of Currcnt Funds

In gereral, the current fund does represent the highest
volume of day to day transactions recorded in the administra-
tion of the college. EHere, most of the volume of experditure
takes place. To the income side are tuition fees and miscella-
neous fees pald by the students, endowment income,receipts
from donations, gifts, ete. and zovernment appropriation. To
the expenditure side, there 1s to be the payment of salaries
ircluding the ealaries to teachinz and non-teaching staff,
pPayment for the routine maintenance of plant and equipmert,
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payaent for supplies and printing material, utility Service
costs ete. will be reflected through this medium,
gurrent fund income:

Method of income accounting may vary among colleges, but
ultinately a pattern is to emerge the main function of the
pattern deing to record the origin of current fund income,
Here again the highest volume for record and book-keepning will
be the students account sections, GKecords demand here some
type of a subsidiary recording.
current Fund Fxoences

The expenditure side of the system demands such a design
of the record kgeping as will supply pertinent information
necessary in the administration of the college or the institu-

tion of higher education. There may be further requirements of
) the governmental authority for rezulated reporting of expendi-
ture of accountable op- rating funds. However, any requirement
either internal or external has common dcnomination and there-
fore the theoritical bases of the system should be identified.

Since in any college or the institution of higher educa-
tion, th: eost of personnel will be the largest single type of
expeuditure, it 1s necessary to knov something more about these
salaries. It 1s desiradle to know what costs are for téaéhing
staff, non-teaching adninistrators, sccretarial staff, mainte-
nance staff etc. Thus, it would be necessary to bring in,
additional ingradients within the system. In addition, there
could be other types of experditure that may require segrega-
tion so that normal progress may be obs: rved by management.
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Included amongst there are the office supplies, laboratory
equipnment. It means that expenditure will need an orderly
classification and as such as the size expands, basic systea
of expense classification vill have to be expanded so that 1t
gives additional information with departmental bdreakdowns of
accounts. Thus on similar lines to income analysis, one
begins to observe what has been expended in terus of vhere it
has been actually expended. The detailed accumulation of such
an inforcation vithin the system leads to meaningful periodie
reporting to management., One may meaningfully relate expenses
to bdudget projections, Current account funds will normally
have certaln assets and obligations, assoclated with it and
these are to be appropriately recorded,
Eestricted current fundse

Anpther type of recording is found necessary for record=
ing transactions of current funds that arc restricted in
nature. This type of item originates in the form of a erant
for specifie purpose, gift or bequest. However, except in
large hilzher educational institutions, restricted funds are
fevw and smsll in number.

8.5 Having stated so far the systea of grouping of transsce
tions in fund groups and an analysis of the kinds of accounts
in the fund groups, it is nov necessary to so apprgciato
ilmportant principles of keeping end malntaining accounting
records,
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8.1 DNo attempt is almed here of prescntins detalls regarding
the entire financial Accou.ntlng system for a college, for
institution of hiéher education or for a university., Attempt
18, however, to be made to indicate major principles that should

govern the organization of accounting records.

9.2 JIhe firet rrinciple ic about the fmportance of malrtaln-

‘o &l &

of a1l tyres. These documents provide originral authorisation
for entries in the permanent records and upon thesze entries
rests the validity of the entire a:counting record. Original
@ocumants are of various types - transactions relating to cash
recelpts, 1ssue of acknovledgement to the person paying cash =«
similarly, pa,ment all must de authenticated.
9.3 Ihe Sccond iiportent orincinle 4s sbout the adequate sef

. Q.-
of eccount Yooks, ceptrinz and controlled by the reperal

A

Iezister. In this, ledgers are broucht together, the summarised
records of gll transactions, records in this ledger being
derived from the accounting records usually krnown as the Books
of Original Entry.

9.4 Ihc third prigeiple 4= that of maintainine a svstem of
o e ’ s. It 1is necessary to mske

certain that the errors that misht have been made in the
rgcords shall be caught and corre:ted, that a falsification of

accounts cannot oceur without bdeing revealed.
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9.5 [Izact nature of the system of account keeping would

depend on a numyer of local factors = local conditions and

eircumstances, However, a broad sample prescntation of the

system can be said to consist of the following.”

8.6 A broad sazple graphic presentation can be mentioned as

unders
(a) A geperal Jedger recordss
(1) Assets (11) Obligations or liabilities
(111)Funds (1iv) Income and (v) Fxpenditure.
(b) Fundeg
(1) Cyrr s

(2)

(3)

(4)

(s)

(1) Assets, (11) Odligzations or 1iabilities

(111) Funds (current) (iv) Income (v) Expenditure.
Endowmept Fundss

(1) Assets (11) Obligations (111) Funds (Princi~al)
(iv) Income (v) Fxpenditure.

Blant Fundss

(1) Assets (11) Obligations or 1iabilities

(111) Punds invested in plants (iv) Unexpended
plant funds (v) Income (vi) Expenditure.

Lean Fundss ‘ '

(1) Assets (11) Riabilities or obligations

(111) Fund principle (iv) Income (v) Expenditure.
Acepcy Fands

(1) Assets (11) Liabdbilities or obligations (111) In-

coue (1iv) Exnenses,
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This pattern of data will be relevant in the situation
from a small higher eduéatlona1 {institution to a large one,
advptibg mannual to highly mechanical system of accounts. There
may be small variations in institutions,

10. EH ) i

1C.1 ¥¢hile operatins funds, 1t is to be remembered that the
question refarding the deligation of authority regarding decle
elon masing in fund operation 1= important, The authority
that 1= deligated must be clearly d:fined. It 1is also nece-
ssary that at level the persons or bodies to vhom the decision
making asuthority delegated by the office should be clearly
understood and ascertzined before any movement of funds espe-

cially betveen various areas is completed,

10,2 ¥hile developing an understanding rezarding the operas
tions, it is necessary to understand the operation of current
funds, current funds represent the highest and dulkies volume
of all day to day transactions for the recording section of
the systea, It is here that most of the volume ofexperditure
tekes place, Therefore, for understanding financial working of
the college in its financial administration, understanding if

current fund operation is quite significant and therefore
necessary,

~

10,3 It 1s for developing understanding as well as developing
a standard form of procedure of financial aceount that the

subsequent note is hereby presented.
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11. H £ YE FOR 2 _ACC
(For Educational Management and Government)

11.1 Appreciation of the precent sityation the backeround and
the aporoachs

Their omnipresent préblem had been, and 1s, to maintain a flow
of funds from fees, government grants and appropriations, gifts
donations endownents, ete., sufficlent to meet the increasing
operating costs and the cost of institutions or educational
plant development, In recent years this anxiety has outgrown
al) traditional proportions, with the result that the problems
have become very much serious and pressing.

11.2 7To this source of eoneérn, has been add 4, in recent
tines, gnother one - the ever-increasinz rate of enrolment in
hirh edycation resulting into a serious strain to institutional
(Micro) and comrmunity (Macro) economic and finanelal resources
of the higher educational institution. In faect the projected
size of enrolment is & "real challenge to the imaginaton of
educatioral adninistrators.® The relative suddenness of growth
of the present dimensions, is by itsclf a crisis which 1t
cannot be expected to come to an end, even in coming 10-15
years, Problem of increasing the total enrolmernt underscores
the prodlem of maintaining en adequate inflow of funds in
future. Quite possibly, some colleges and the institutions of
higher education may decide not to enlarge their students
ERraisakx enrolment in proportion to the enrolment growth. But
then the obvious result would be that these colleres = who have
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s0 decided will have to face a competition not only in terms of
persinrel dbut even in terms of financial flows.

11.3 The next important aspect 13 the chapsing soclo-ecopomic
Lrageworke The changing soclo-economie factors make the finane
cial planning and development more complex.

Ensuring that the policies and ev)en curriculum are ahead
of times means a frequent even constant revaluation. This
means a greater demand on the time and skill of the acadenie
adainistrator, recruitment retention of an even mcreas-ing
number of teaching and research personnelg their orientation
to nev changes, &ll these aspects not only magnify the adminis-

- trative but even create dbudgetary prodblems., Providing addi-
“tional facilities in terms of library, laboratory and other
aspects in the educational plant all these needs further
compliecated budgetary problems,

11,4 Against this background and against the fact that with
the rest of the world the gcadonic world 4s also syhiected to

45 also to %we poted. It 1s.a comuon experience that the major
sources relied upon for funds for operating the educationsl
institution and effecting its expansion and development, are
declining in yield., They are providing madequately, in meete
ing even the current ne-ds. Contrasted with this decline is
the universally expreseed unwillingness, to permit a deterio-

ration in the quality of higher ‘education or to relax acad-mie
standards,
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11.5 It is an observed fact that, in most of the cascs the
Salleres yeually cannot be gelf-sufficient. In general,
students can neither bear the full cost of instructions,
departmental research or other educational activities, nor the
cost of physical feclilities and their operations and maintenan~
ce, Tuitions and fees do not equal costs, Even tuition fees .
are too great a financial burden for many promising and highly
educadle young people and it is because of this that funds

and scholarships are made avallable, Hostel and food services
and other auxiliary enterprises are expected to pay thelr own
vay. Therefore to meet the excess of current expenditure and
major costs of creating facilities over the receipts from
tuitions and fees, the colleges are obliged to depend on outside

support, - income from endowments, rifts, donation, grants etc,

11.6 It is inevitable, under such a situation, that the

mnhae ¢ : o

en ¢ ~ r

kave the capacity to contridute growinzly. The busincss commu=-
nity or the Alumni (past students) organigzation might be more

11ling to contridute for preserving the traditions and inte-
grity of the institution., Business is expressing its recogni-
tion that it must rely on the institutions of higher education
to provide education and training to their personnel, they
need for administration in their enterprise.

11.7 It should be remembered that every husinecs enternrice
42 _compelled by its own self imposed diccinline to challenge
the wisdom of its programme and plans and justify its expendi-
tures. Vhen business contributes mor.ey to an educational

institution it raturally exnects the imstitution to do likewise.
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Even without any deslre to dictate to the colle-es as to how
to use the money, & business concern, as & donor, will vant to
be assured that the colle-e knows as to for what end and hovw
it i using the morey. The point of emphasis here 13 that
while carefully husbanding and «mployinz financial resources
oight have been a historical requirement in the past now the
requirement 1s that of jJustifying the usage of funds, Emphasis
on the justification of the usage of funds has been o far
1:'5: common in education as compared to business. However,
this 1is honnﬁ to be in future one of the important points of
emphasis in fund raising and financial administration process
in the college.

In the prosentation of a financial picturs to the donor
coamunity, - specially the nevw donor, more than mere statement
of their rescurces of income and heads of experditure 1s
needed. Because of the rroving interest, the donors supporting
the institution, would 1ike to ensure that in relation to the
activities ot' the institutions, funds are allocated on sound
lines and the institution i1s using the funds wisely, It 1is
for this purpose that a comparative data is need~d.

11.8 Then again it is sald that one of the requicites of

h o (4 str 2 $®_eoge
ﬂmwwmmmm Such
comparative data are valuable to the governing body of life
memyers and the Policy Board as such data provides a measure
of apprilasing the results of efforts to acquire economic
resources and utilise them to the optimum advantage level.
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Here the major determinant is the 'odjective' and its influence
on the allocation of funds, It would be correct to say that
the objective and the mission of the ecllege is to be the major
deterninant of how the institution uses the funds. The degree
of emphasis an institution places on several activities 1is
determined by educational philosophies, educational offering of
standards of excellance in teaching and rescarch teaching
techniques ~ teacher student ratlo, interest in the educatlonal
and total developmental experience of the student. Such
emphasis plays a majbr part in determining the expenditure for
each activity, However, optimum advautace level being the
target, it would be desiradle to have a comparative data.

11.9 It 1s for the creation of a comparative data (which as
stat~d ahove, would be emmensely useful to educational adminise
tration as well as donors) that a gtandard tec'nique in tho

(5 : s Jevel .

These are humble efforts in this direction,

11.10 The basis of this proposed form is (1) that as an educa-
tional bu:ines‘%non—profit unit, (#H~collere carries out
distinct functions and egeh function bhas got a finaneial
implication. The approach adopted therefore is that of ildenti-
fying distinct functional and financial areas,

11,11 The main identified arcas are =

(a) Gereral Miinistration that has been further sube
divided on a functional basis into (1) Policy Board
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"represented by the body of life members (2) chief execu=
. tive represented by the Principal and Vice-Principals,
and (3) the office, The eecond area is
{b) W. This arain is sub-divided
into (1) General student aduinistration consisting of
admission registration, record keeping testing evalua-
tion transfer ete. (2) The administration of students
gervices and (3) The Administration of students activi-
ties. The third fundamental area 1s the
(e) Acadenic adainistration consisting of (1) Administre-
tion of Instructions (2) Library (3) La.boratory
(4) Botanical garden Museum (5) Organised research md
orpganised educational activities.
(8) Business apd financlal adminictration,
(e) Estate and oroperty sdministration,
(£) Persoppe] adniriestration,
() Adatnistretion of Auxiliary enterprises are the
remaining important functional areas of financial
expenditure. '
11.12 It 1s claimed that the proposed proforma would not only
enable a two poi.nt"in time comparison, but even inter-colle-e,
intra collegoﬁ; between various activities functions and
departments the comparisons would be possible.



Appendix No, 1
Sheet 1s

1. current Income Cantions
1.1 Government Appropriation

1.2 In:oms from student fees
and fines

1.3 Income from endowments

l.4 Gifts and Donations

1.5 Income from organized
Aozttt g reion

1,6 Income from Auxiliary Servieces

1.7 Income from other saurces

1.8 Income from current borrovings

1,9 Students scholarships etec,

1.10 Funds received and payabdle

1.11 Deficit (if any).

.2

E.3

.4

E.5
E.6
E.?7
E.8
E.9

(a) Top Manacement Policy Board (Trustees,
{1fo M-mbers)

{b) Chief Administration (Prinecipal,
(Vice~Prineipal)

(c) office Administration

8) General
b) Administration of students services and
wv:1fare
(c) Administration of students activities

Acadexie Adninistration
a) Instruction Administration

.{b) Lidbrary

¢) Lavoratory

d) Botanical garden Museum

e) Orzanized HResearch

£) Snocial Educational Activity

Business and Financial Administration
Estate and Property Administration
Pudlic Relations Administration
P:rsonnel Administration.
Administration of Auxiliary Enterprises
Annuity payments and Loan Repayment

E.10 Contra payment
E,11 Miscellaneous
E.12 furplus (if any).



(A) State Covernment
(B) Union GCovernment and Univer-

gity Grants Conmiseion
(C) District Locsl Administration
(D) Municipalities
(E) Other Sources

E

2]

'8
&4
.

Tuition Fees

Library and Lab. Fees

Admission/Tranefer Fee

Co and Extra Curricular
£tudents Activities

Exaninations

Fines

Miscellaneous

lalalal lalalalel
wem O wa

b g N’ Y s

£41 ¢

indowment Incoze
(A) Net total endowment income

(A) Top Management Fun-tion Plan Pollcy
Formulation Control Coordination
Evaluation (Board of Trustecs

1) Estabdblishoent

Staff with benefits

Operational Fxnences

(a) Board Meeting, Trustees
travel, Preparation of

Agenda
(b) Routine Office Fxpenditure
(e) Expenditure on Development
Plannine

[ fo] ol -»
~ G r~

S R ey

1) Estadlishuent v
2) Staff with benefits (Principal,

Vice-Prineipal, etc.)

3) Operational expenditure

Total Fxpenditure Chiecf Izecutive,
Shief Adainistration

Contd.



-

INSIET YL

1.4 Qifts and Donations ’

1

(A) From Mem“ers of Staff
(B) From Manarement
(C) From other sources

Zotal of Gifte and Dopations
Ancome from Organizcd
Activiti-s relatinz to

Q

dueat

(A) Professional training

(B) Summer Schools

(C) Fxtension Service

(D) Night Schools

(E) Corresponder.ce courses

(F) Adult (Literacy) Evening
Classes

zc) Short Courses

H) Research and Publications

(A) Cooperative Store or

Soclety
(B) Canteen and Food Service
{C) Rent recovered from hostel
(D) Cyele Etand
{E) Any other enterprise for

the service of student and
staff and income from the

Iotal Current Income from
dAuxillary Service

E.1,3 (C) Qffice Adainlstration

1) Eetablishment
2) Etaff with benefits « Staff
including
3) Office Service Staff, Adminise
trative,Supervisory, £tenc-
Typists, ete,
4) Operational Exvenses
(a) Bupplies (Steno, Dupli-
cating ete.)
(d) Expensess
= Postare, telerraph,
telephone, Irecurance-
= ¢o Insurance
= Conveyance, travel, etc.
« Legal Expenses and the

fees
«(External) Audit
« Commencement and other
functions
= Instructional charges but
academic instructions
"= Institutional Mem“ership
fees
« Mizcellaneous

Total Office Adminictration Fxpenditure

Contd.



1.7 lIncome from Qther Sources

1.8

1.9

(A) Rent from Educational
Building

(B) Income from Current
Fund Investment

(C) Salvage value recovered
from material eold

(D) Annuity Income (Net)

Lt es

Ancame frog Cyrrenk
Borrowings and Deposits

Fau
(A) Memvers of Stafe
(B) ‘Manazements From Mana-ement
(C) RaXx3awxkiFrom GCovernment
(D) From any other source

Iotal of Currept Deposita
and Borrovwinzy

Jdocome frog Students

[3 rs .

(A) Scholarship
(B) Fellowship

(C) Fees

(D) Prigpes etc.

al & e o re

& ete.

£.2  Students Aduinistration
E.2,1 (A) Egtudents JSeperal Administration

1) Staff including officer in-
charze, students admission,
advicement

2) Equipment

3) Establishment

4) Operational expenses under

folloving heads

Admission

Regietration Hecord

Fvaluation testing

Placement

Transfer

e r I

E.2.2 (B) Adninictration of Students

1) Staff including Beetor and
Superintendent, other hostel
staff and the staff for
other scrvices including
officer and clerk in-charge
of remission in fees,
scholarship, ete,

2) Establishment

3) Operational expenses on

= Hostel liemidential Hall

« Health fervices

= Advicement guidance

= Employment

= Financial Ald

= Expenditure on Fellowship
= Contra Entry

4) Miseellaneous

Jotal F.mtnglﬂ;:g for the AQ:QE;NEI‘Q:;QQ
of tudents tervicee )

< <
N



E.2,3 Administratlon of ftudcpts
Activities

1.10 Fund received and nayable
Lcontra rptry)

(A) University
(8) Inger Collegiate Sport
ve
(C) Any other Miscellaneous
Receipt

2 eive

Bayasle
1.11 Doficit

1) Stude o n
b 5 sgac ne
X nges
(a) staff
(b) Estaslishm-nt
(c) Operatioial ex~ences includ-
ing stores, supplies
2) Iantellectual Acti-iticy
« Literary Soclety
= Debatinz and feminar
= Planning Forum
« Mapazine, Kewspaper, Hand
book, year book
= Museum Ixhibition
«  Miscellaneous
Iotsl Intellectual Activities
3) Physical Actlvities
(a) Staff

(b) Estadlishment
(3) Operational Expenses includ-
ing stores and supplies
= Athletics
= Sport
- Clud
= Miscellaneous

A3 s ! G

Contd.

89



4)

6)

Cultyral Actlvities

(a) stare

(B) Istablishment

(e) Operational Expenses include
ing stores and supplies

Dramatics .

Music

Motlon Picture

Alumni Assoclation

Contests, Annual Social

Miscellaneous

Iotal Cultural Activitieg
focial Activities

(a) Staff
{b) Estabdblishment
(c) Operational kxpenses include
ing stores and supplies

« Collerse Cooperative Canteen
Thrift and Banking Assoclation
Book Bank
Miscellaneous

[ B B |

(Including Adninistration of Instructions,

Libraryl
e

Activit

Laboratory Specislized Educational

8 & Departmental icsearch).
Conta.

€9



Current Income Movepye Cantions Lurrent Ixpenditure Cantions
* E.3.1 (0 Instructional Administration

1)

Staffs Salary vaces benefits
(a) Instructional Staff

b) Student Staff

¢) Clerical staff

ZIotal Steff

2)

3)
4)

Supplies and Expenses includ-
repairs and replacement

Audio Visual Aid etc.

Operational Expenses

Iotal Instructional Adminletration
E.3.2 (_B) Library

2)
2
5)
6)

Staff Salary Wazes Benefits
Supplies and Exgenaes

Books (Current Expenditure)
Periodicals

Miero Films

Binding

Total Library
RE.3.3 (C) Laboratory

1)
2)

3)
4)
5)

Staff

Supplies, Chemical and other
inventory expenditure

Light, Power Sewage

Insurance

Fire Protection

Iotal Laboratory

Contd.

0L



B.3.4 (D) 2ar b

1) Staff
2) Bupplies .
3) Operational

Zotal Botanical Garden and Museuq
E.3.5 (E) Qrzanized Rocearch

1) Sstaff

2) Supplies

3) Operational

4) Pubdlication Subsidy

id ceon
E.3.6 (F) gacclal Fducational Activities
1) stare

2) Supplies
3) Operational
= Summer School
= Extension Sfervices
=~ Kisht Echool
~ Correspondence Courses
« fhort Courses
« Adult lvening Classes
= Any other Educational
Operation

L )



E.5

E.6

.E.4.1 pBuripecs and Financial Adginlstration

(1).5taff (for the collaction of revenue
custody of funds disbursement
utilization investment financial
accounting (Internal) Audit
reporting ~ purchases

(2) Establishment

(3) Operational Expenses

(4) Bad Dedt

(5) Interest on Current Borrowed Funds

Iotal Financial Administration

(1) stare

{2) Establishment

(3) Operational Expenses

« Maintenance sepairs Depreciation
Insurance

Electricity Power Water Sevave
Ground Road-walks

Police watchman Watch and Ward
Safety Fire etc. Protection
College Trenenort and Trucking
Taxes and Intercst A-sessment

- y) vEn
Buhlic Relatlons Adnlpistration
(1) stare

(2) Establishment
(3) Operational Expenses
« Publicity
= Public relations and information

Contd,

el
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' E.?

v

= Campus Information Bureau

« Publiecations includire cost of
bulletins or special
publications providing infor-
mation about colleges and
catalogues

« Miscellaneous Alumni Oftice

Zatal Pudlic felation Adpinistration

(1) Staff
(2) Establishment
(3) Operational
- Staff recruitment travel
« Advertisement ‘
- Staff Seminar, Training or
Orientation courses in

In-Service training and staff

development expenses

Xotz) Persopnel Administration
o g an

(Residential Hall or Hosteles, Food

Services, Guest lHouse, Book Storcs,
Cooperative ftore, Printing Press,

Farm etc., Snack éar)

(1) stafr

(2) Estabdlishment
(3) Onerational Ixpenses

Contde.

€L



Heat,Licht,Pover,Telephone

Repairs Depreciation

Bad Debt

Taxcs o

Interest on Borrowcd Funds

Kent

Appropriation of Adulnistrative
Overheads made for cost
accounting purposcs

B.9 Anruity Pavoents and Loan Denayrents
E.10 contra-Paypentg

E.11 Ylscellaneous fxgenditure

E.12 Surplus \

Plant Operations and Maintenance

L
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EXPLANATORY KOTE

12.1 JIptroductory - Main Oblective

The proposed proforma of the Statement of Income -
ievenue - Expenditure 1s exclusively meant for recording, re-
porting and presenting for manasement and acadeule audit, data,
for analysis on the current income and expenditure of the
college or the higher educationa_l institution.
12.2 curreqnt Incoge

Current income includes all income which is expendable
for the current operations of the institution. Obviously it
does not include receipts from Loan funds, endowment and other
non-expendable fund_s, annuity funds, and asency funds, or
" capital additions,
12.3 Major categories of current income ares

(A) Governzment Appropriations

(B) Students Fees

(C) Endownment Income

(D) Gifts and Donations

(E} Income from organized Educatioral Activities and

Operations ‘

(F) 1Income from Auxiliary Services

(G) 1Income from Other Sources

(H) ZIncome from Current Borrovings

(I) 1Income from ftudents Ald Scholarship etc.

(J) Fundas received and payable

(K) Deficits (This obviouely is not income but 1s

to be mentioned to balance both sldes
only vhen there is the deficit),
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12.4 Detalls of Income Itenms

(1.1) Government Appropriation: Here should be included
all amounts recelved from or made available by the Governmental
sources out of governmental and, not institutional = revenueg
vhich are expendable for educational and -eneral purposes, The
amounts include funds wvhich are expendable for current purposes
for educational and ceneral purp.oses « they may be received
either froa state government, or Uniglon Eduecation Ministry
or University Grants Comnission or District and Local Adminis-
tration, Municipalities or any other source. It must, however,
be noted that the income from the Government agencles received
for the purpose of contract research and services should pot
appear here tut be reported under other sources,

(b) (1.2) Studepte Fces: Under this caption should be
included all Tuition General and Specific F-oes, assessed
agalnst students for general and educational purposes, Charges
for room, board and other services rendered by other auxiliary
enterprises are fot to be included here, but they are to be
reported under their respective heading. Lump sumes, = if eso
recelved in accordance with the institutions practice in
accountancy, = should be 20 allocated. Tuition fees are those
assesged against stud nts durlng regular sessions for educa-
tional purposes, regardless of the source of fund. Remaining
items are self-explanatory. However, forfeiture of room
deposits (these are to be credited to auxiliary enterprises)
is nct to de 'ineluded herewith,
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(e} (1.3) Indowment Incomes Under this should be includ-
ed the income earned on the investments of endowments and other
non-cxpendable funds, available for educational and general
purposes. Earnings on endowment f@ds, designated for purposes
other than educational or general, such as "students aid loan
fund® or "Development® funds are pot to be included here but to
be reported under appropriate current income fund, If endow-
.ment fund investment includes real estate, only not income
from such property should be reported.

(d) (1.4) Gifts acd Dopations and Groptsi  Under this
caption all gifts - donations or grants (non-government)
received, appropriable and expendable for educational and
general purposes = during the year, are to Le reported. Income
appropriated for or expendable for research and services
other than rovernment should be reported here, unlecss reported
under "Other Sources = Contract Rescarch®.

(e) (1.5) Income from Orzenlsed Activitieg Relating to
Education and its operationey Here gross income from all
enterprises, organized and operated in connection with the
maimctiom department and corducted primarily for the pure
pose of education = special or -ceneral is to bde reported. All
funds received for current expenditure on professional train~
ing, conducting summer 8chool, extension service, night
gchoola, correspondence courses, Adult literacy (nicsht)
classeg, Research and Publications are to te méluded. Ir
there are any rpecific provision under contract research,
money received for current expenditure purposes should be
mentioned herewith.
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() (1.6) Incone from Auxiliary Scrvicess Under this
heading gross income of enterprises existing for the service
of staff and students such as the co-ope mative store, canteen,
food service, cycle stand ete, are to be included.

(2) (1.7) Ip-ome from Other Sourcess 411 items of income,
for ceneral and educational purposes, not covered elsevhere,
should be reported herevith. For example (a) Ren® from Fduca-
tiona)l Bulldips ete. should include, (rent received from out-
side agercles for the use of Assembly Hall or Auditorium,
Tennis Court Equipments, etc.) (b) M&%ﬂk
pents includes income from current investment, interest on
loans to staff members and other employees or students etc.

(e¢) falvare value of material and equipment sold, should include
the value received from the d&sposal of old nevapaperﬁ, maga-
zines, books or any other material. Finally, (4) Aprnuity
Incone net, 1s also to be mentioned and added herewith.
(e) _Miscellareous should include income from cash discounts
procecd, income from current sale .of publications, etc.

~ () (1.8) Current Income from Borrowincs: Here income
received from borrovings and expendable during the year,
(borrowings being from any source) is to be included.

(1 (1.9) Igcome for Students Scholarship etc.s Under
this are to be included all income specifically received and
desiznated for scholarship, prizes, ete.

(3) (1.10) Auy other Incope received and pavable
fcontra Frtries)s 1Income from students examination fees -
income that is to be paid off and 1s merely a contra entry
income is to be mentioned herewith.
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(x) (1.11) Deficits In case thé college 1s running
deflcit for the current account purposes, in the sense that
its current income 1s less than its current expenditure, then
the size and amount of defieit is to be mentioned. Certainly
such & mention is necessary for the balancing of the Statement
of Accounts.

12.5 Lxpenditure (Current)

Current expenditure includes expenditure, both of current
general furds and the current restricted funds. It also in-
ecludes expenditure for equipment made from current funds,.

453 Major categories of current expenditure items are
as mentioned hereunders
{a) Adzinistration: A

This 1s to = includs following divisions and sub=
divisions,

(1) (E.l1) Geperal Adnicictrations Top Management Func-
tion (Planning, Policy Formulation, Control Coordination
Evaluatioixt Function of Board of Trustees, Governing Body of
Life Members etc. Thus Administrative items of -

a) Board of Trustees and Coverning Body

b) Chief executive officer, the Principal and Vice-
Principal .

e) Office Administration
are to be definitely identified and mentioned,

(2) (E.2) W&m

a) General Administration including Admission Records,
transfer, ectec,



80

b) Administration of students* Welfare and personnel
services

¢) Administration of students activities,

(3) (E.3) Acadenmic Administratiop

a) The Instructional Administration

b) Library

¢) Laboratory

d) Botanical Garden, Museum

e) Organized :esearch

f) Organized Special Educationsal Activities

(4) (E.4) Busipess and Financial Administration

(5) (E.5) Lstate Magacegent end Adzinictration
(6) (E.6)_Pyblic selations Admini-tration

(7) (E.7) Personnel Administration

(8) (E.8) Adainictration and Auziliary Fpterprises
(9) (E.9) Aonudty Pavment and Loen Feoayment
(10)(E.10)Contra Payment

(11)(B.11)3iscellareous

(12) (E.12)Suralus

12.6 Detalls of Ixpenditure Iters

(a) Sub-title of each have been provided to show fure
ther details, It is mpbrtant to maintain uniformity by
shoving expenditure in accordance with the functional eclassi-
fication adopted herewith,
12,7 Geperal Administration

(a) Under this 1s to be included expenditures on policy
formulation, the general execution and administrative office,
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servicing the entire institution and mot its any specific sec-
tion or department or branch, For promoting uniformity in
expenditure reporting, three subedivisions of general adminis-
tration have been conceived, namely, (a) Topy Management or
Policy Board concerned with the planning policy formulation
control coordination evaluation, Functions of the Board of
Trustees Coverning Body, Life Members Board. (b) The Prineipal
and the Vice-Principals representing the Chief lxecutive
Office and (c) the Office.

(bf Thé expenses incurred by the Top Management or
Policy Board for their establishment, salaries together with
benefits travel, secretarial costs. ELxpenscg pertaining to the
preparation of agenda, minutes are to be listed herewith. Expen-
ses for speclal trustees report (not intended for genersl eir-
" culation) is also to be included herewith, Cost of the report
¢l culated to general public Alumni is, however, to be
included under ®"Public helation Administratlon?. Any cxpendi-
ture incurred for development planning purposes, is to be
distinctly mentioned hereunder. ,

(¢) Under the headingz of Principal and Vice-Prircipals
are to be included, the offices if there exists any, of the
Uean of Administration. The establishment salaries with
benefits otc. operational expernditure all this 1s to be
included herewith,

{4) Under the General Institutional Office is to be in-
cluded, in addition to the establishment staff ete. expenses

on post telerraph, expenses for central office services,
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Audit (Ixternal), Legal fees, entertainnment of collere guest
functions nembership fees ete.

(e) It 1s a fact that there are variations as to the
title of the officers performing administrati-e functiore.
Lffort is to b. done to nrovide many sudb-divisions and each
office may appropriately bde m reported at that place. If an
officer's duties are such that he 1s required in two or more
orgenigational funetions in the institution, his salary and
the cost of his office experditure is to be pro-rated in accore-
dance with the dirislon of his work responsibility in mane~
hours. If an officer, for example, a Principal, teaches, a
portion of his salary applicable to insztructions should be
pro-rated at Academic Adzinistration. The amount of his
salary can vell be prowratcd on the basls of the custing of
his teaching duty hours, at the rate ordinarily paid to for
professional rack end grade, nornally assigned to the teaching
performed. The sauie may be the trea ment of Adainistration
charzes.

%2% The next irmportant area '13 the Students Adainistra-
tion. The studrnt's administration is to be fun tionally
further sub-divided into -

(a) Stuuents rereral adainistration

{b) Adizinistration of students welfare and personnel
services and the

(c) Adainistration of students activities, Purther rele-
vant break up of information on expenditure is as
mentioned hereunder,
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(@)
9T (E.2) Stud:-pnts (Ceperal) Adainlctratione

(s) Fun tiorally the main activities involved are
(1) Admission and :eglstration of students, (2) Their orlenta-
tion, testing - evaluation examination and placement. (3) The
record keeping. Hecre salaries and expenses of officers and
the office directly dealing with these functions as well as the
expenditure incurred on the priuting of am;ssiop forms, cumu-
lative record cards, other equipment, operational charges are
to be mentioned. ’

It is quite possible that the colleze mizht not be main-
taining complete bresk up of expendituro on the students
adizission. It 1s also nossiblc that the same staff, establish-
ment, etc, vhich is othervise enzared in the office misht be
being used, Under such circumstances it is requested that on
the asis of total man-hours required to conduct the operation,
the total office expenses may be apportioned.

%132-(b) Administration of Studrpts Welfare and
Percomrel Servircegs Here the relevant functions are

(8) Administration of hostel and residentisl halls (b) Advise-
ment and guidance (c) Administration of students health
service (d) Book bank (e) Earn and learn schemes (f) Provision
of mideday meals (3) Employment and placement and (h) Financial
aid in the form of remission, expenditure by the collere on
stipend seholarships prizes as well as the contra entry for
the scholarship prizes etc., received from outside the
institution.



84

Obviously, these functions cannot be carried out without
staff, cstablishment ete., or without the operatiornal expenses.
It 1=, therefore, necessary to mentionm expenditure on all the
above aspects separately. In case there is no distinct separate
staff or establishmert, then, on the basis on man~hours spent
as mentioned above, the apportionment of the expenses' is to be
done.

%S () Adzioietrotiop of Studente Activitiess There are
many students actmg‘: Thies might be at the top the "students"
council or gymkhana under vhich (a) Intellectual sctivities 1like
literary societies debating, seminar, planning forum, might be
operating. Then there mirht be the preparation of magazine,
hax}dbook, year bock, expenditure on trip and execursions, museum
etc. The next area of students activities is the (b) Sftudentsg

rhyeical setivities represented by gymnasium athletics, sports
‘ of Indian, Furopean, indoor, outdoor type, or even the club,
(e) In the cultuyral activities dramatics, musie, dancinz, motion
pictures, alumni sssociations, annual. econtests and gathering is
to be included. In the (d) 4th area there are the goclal
2ctivities. The college co-operative canteen, thrift and bark-
ir.g associations, text bock bank ete. Social Service League
being the important in these,

LY For conducting all thece activities staff and esta-
blishment and operational expenses are needed. There might be
the office of the student counell or gyzkhana chairman, and he
might be being assisted by a number oAr Advisers (wvho usually
sre staff mem ers). Then there micht be coaches, instructors

and trainers who are to be paid salary, honorarium etc. Each
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activity requires certaln stores and equipment and then the
operational expenses are also to be incurred., A distinct
allocation of expenditure to the Leads mentioned adove, is
most desiradle., In case this is not possible the minimun
‘zust® 1s the separate mention of the total staff, equipment
and operational expenses incurred for conducting students
activities,

%50 (E.3) Ihe Acadenic Adninistration

&1 Acadeaic Administration 1s to bte further su*-divided
into following areas (a) Instructional Adaministration,
(b) Library, (c) Laboratory (d) Botanical garden and museun,
{d) Organizcd research and (e) Speclal Educational Activities,

8353 (a) Inct-uctional Adminjrtrations The main func-

tion 1z the conduct of "Instructions® in the college, Under

) this heading therefore all current expenditure on instruc-
tional departments is to be included. Fxpenditures are those
incurred for instructional programme for the students pursu-
ing rerular courses of study which renerally lead the colle-
glate to a desree. Amounts to bs included are (a) the rala-
ries vith benefits, of all acadexle staff junior members,
tutors etc., of the clerical staff providing supporting
service and the » honorarium paid to student follows etec.
(b) Supplies and expenses includins office and laboratory
expenses, thelr replacement ete. and (c) Operational expenses,

B=E3 (b) Livrarys Under Library the current items of
expenditure are (1) staff salary, wages and other benefits,
(2). Supplies and expenses, (3) Books (eurrent expenditure),
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(<) Periodicals (b) Micro films etc. and the (6) charses for
birding. The establishment and operational expenses are also
to be mentlioned.

“85353 (c) Lahoratorys Current exnenditure under labora-
tory, should include (1) staff salary wages and benefits
(11) supplies of chemicals and other expendable inventory
(1%1) current expenditure on heat, ligzht, pover, sevage,

(41v) insurance aud (v) fire protection and safety ete.

w35 (d) Botonleal Gardep ard Myseums Current experndie
ture on the above has to be summed up under (1) staff with
benefits (il) supplies and (111) the operational expenses,

8536 (e) Organized irsearchs Current expenditure
incurred on conducting o‘rganized regearch separately budgeted
and financed is to be mentioned herewith. Mainly expenditure
on staff supplies, operational expenses regarding tour, data
collection, processing of data as well as expenditure incurred
on report writing and publication is to be mentioned.

&IF (f) foecial Fducatioral Activities: These include
running of summer school, externsion service, nisht schools,
correspondence cour:ses, short courses, adu]t‘uteracy classes,
Lxper.ges norually would be in the form of staff, establish~
ment and supplies and other operational expenses,

47353 Finally the total of current Academie Administrag-
tion expenditure is to be woiked out.

-0 (E.4) Flnancial Aduninistration:

<1 This is to include all expenses of the business
offices or officers whose duty and responsibility consists of
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‘e0llection of revenue, custody of funds, disbursement of funds,
utilization or investment of funds, purchasing, and financlal
'accounum; and renorting. The cost of investment service 1if
perforaed by a paid offi-er of the institution is to be sepa-
rately mertionedj (but if the investment servi.e and counsell-
is done by the Life Members and Board of Trustee ocutside the
institution, the expencses are to be mentioned under (1) Ceneral
Adrinistration the Board of Trustees)., Salaries of Accountant,
Treasurer, Purchase Agent, Cashler etc, all are to be ;accounted
for hei-with.
=0 (E.5) Lstate Manaresepts
X=X The main function here is the operation and main-
tenance of the educational plant. The intention is that the
net cost of operating educational plant should be worked out,
“Such & cost incluces malntenance and operating expenditure on
class room, other instructioral buildings, 1lidbrary, lal,)ora-
tory, administrative buildings and the resilencles, f.:urnished
rent-free to administrative staff. Expernditure chzrgeable
directly or indirectly, to Auxiliary enterprises and activi-
ties other than the educational one ard the rereral rhould
not be included in this account, but charged to the respective
appropriate activity.
Follovwing points may be noted:
EE3=1 (1) Adzindstration ang Sunervisions
All the expenditure for salaries, wazes and snpervision
down to the paym nts made to menial and contract staff may be
charged to specific activities, Salaries and wiges of the
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- general clerk and personrel, in the aduinistration offices
and the office sunplies and equipment for building and ground
departzent 1s to be charged he rewith,

10.1.2 (11) Qpeprations of the Bulldincs

This should include expenditure on sweepers, cleaning
equipment, tollet suoplies, elevator operation ete. 1f any.

10.1.3 (111) Maintenarce and Fepalrs of Bulldinss

This 1s to include furniture and other general equipmeht
as wvell as minor repair works of the routine type. Major
repair or restoration expenditure 1is to be excluded. Ir 1t
is the policy to make such provisions regularly and on annual
basis (for levelling out Educational plant maintenance costs),
then provision for reserves for bullding, replacement and or
major rehabilitation should be included herewith, Under such
" eircumstance the expenditure should not be reported here in,
as the assumptlox;sthat the expendj.ture then would be charged
to the Reserve Fu;d. All the housing cost of residence fure
nished fxax free to the administrative staff should be
ineluded herewith. '

10.1.4 (1iv)

All experditure for purchased or manufactured utlilities

and all labour assignable to those mist be mentioned, In
case, for electric pump or motor etc., a provision on an
annual basis, from reserve is made, expenditure on replacement
13 not to be reported as this will now be charged to the
Reserve maintained. -
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16+3=6 (v) Cround Rosdaes

All assi-nable costs cosit for material supplies and
services as vell as cost of -epalrs and replacement of equip-
ment is to be mentioned,

3036 (vi) Police, Watihmnn etg.s

367157 (vil)Fire and Boiler lusursnces

The cost of fire and boller imsurance, if it is a speci-
fic coveraze of a plant, is to be mcluded.‘ If the coverare
extends over a longer period than ome year, proportionate
cost of coverage applicable to the year is to be worked out
and adopted horewvith, '

36+38 (viii) In case the college owns and runs trans-
part or has a vehicle, then expenditure mannually incurred
for gasoline fuel, maintenance, depreciation, taxes, cost of
insuranceete. are to be mentioned herewith.

15:1=9 (1x) Taxes ete. if paild arnually, are to be
mentioned herevith.

1651539 Obviously the total current expenditure on
estate nmanarement 1s to be worked out.

1150 (E.6) L€ s ; foricot

- B=1"Thls 1s to incluie all cost incurred for establish-

ing and maintaining relations with the gereral publie,
Government, Alumni and other institutions. The public rela-
tions and information head is to include expenses for nevs -
buresus as well as other publicity end also the expenditure
for the preservation and de&elopment of sgound mlat.lons!.ip'
with all the public, relsted and connected to 'he college.



90

" There might be Mulletins, or other special publications, provid-
ing information adout colleges, catalogues, handbook providing
standard and useful information about the college, the Campus
Infornation Bureau or the expenditure on Alumni Office include
ing the salary of the secretary, office rent, etec. All such
expenditures are to be included herewith.

1350 (E.7) Persorrel AMzinistrations

2253 Maln activity is the sclection recruitment, training,
if arny, placement, evaluation, transfer, promdtion, administra-
tion of service conditlons, and supervision. Whatever staff is
maintained for this purpose and whatever is the current
expenditure in the form of advertisement, calling people for
intefview, thelr travelling expenses ete. all that is to be
accounted for herewith., Ctaff orientation and staff develop-

ment pro-rzumes like workship ete., if organized, their

current expenditure must be mentioned herevltl;.

¥339 (E.8) Adidplstration of fuxiliary Fpterprisess

3373 Main enterprises are (a) Hostel and the Lesidential
Hall, (b) Food service (c) Cuest Eouse, (d) Books and statioe
nery stores (e) fnack Bar (f) Printing Press (g) Laundry,
Haircut Saltoon (L) Dakery., All direct cost applicable to
audiliary enterprises should be reported herewith. Costs
including plant operation, maintenance, all direct aduinistrae
tive costs, all operating expenses 1lke salaries, va~es, heat,
11cht, pover, telephone, advertisement, repairs to eqﬂipment,
depreciation, taxes, interest on borrowed funds, all these are
to be included,
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456 (E.2) Anruity Payments apd loan Payacntss

153 Annuity payments are those made by the institution
under econditions attached to the gifts or principle sums
stipulating that payments are to be made to annuitants, Here
net amount by vhich payment exceeds the income received on
such principal eums, 1s to be mentioned, VUhatever inctalment
in repayment of loans is pald during the current year, if it
is also to be mentioned.

150 (E.10) Contra Pavzents

1551 These include the payment made of those sums which
are specifically received for paying off e.g. University
txamination Fee, Mizration Certificate Fee, Universlty
Flir1bility Fee, etc.

3650 (F.11) Mise aye T e.. tyreeg

15+t Items vhich otherwise canrot be classified in the
above said cate-ories are to be mentioned herewith,

Y0 (E.12) furpluyes

¥73Y In eacte current expenditure iz less than the current
incone, surplus will hAvc to be mentioned for the tallying of
the balanc:cs of the debit and credit sides. ‘
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Appendix Eo, 2
8 rranjea > Ao t : o

1. Internal organisation of the a counts section depends
on & number of factors., Chief or important amonrst these
factors are (a) The size of the institution (b) Manazement
attitude towards centralisation, decentralisation (e¢) the lay
out of the eollege.

2, mg_:m]_mgx_&? indicates that the main identified
groups of activities are Preparation and adminictration of
budget (b) Cashier function (c) Scholarships and stipends

{d) Governuent irants (e) Book-keeping - ledrer. lostels and
gyckhana « students. (f) Internal Audit.

3. Orzonization Ctructures Althourh this differs from
institution to institution broadly the structure can be
indicated as mentioned hereunder in the Chart A and B.

®

PRII'-CIPAL '

J
VICE= PR?.’&CIPAI-
v
OFFICE SUPE RIKTLIDINT
'

CUIEF ACCOUKTANRT
'

CAFFIIR BUDGET AID SCHOLANCHIPS  GIVKIIATA

BOCK-KI £PILG GOVT. GRART STIPIT.DS ETUDTETS

LFLGL s CLLRK CLLIK, ACTIVITIES
II.TE.L.AL AUDIT BOUK STOHE

®
PRINCIAA

VICE—PRII".C IPAL

CHIEF A COULTART (Budret) Government Crant Internal
Audit

CAfHII Ry BUUK K! .PILG 8CHOLAGEHIPS, ETIPLLD
LID3EKR CLi BK G!Zﬂ{HAL_A ETULR LTS ACTIVITIES




" Appendix No, 3
Eefercncess

1. L.H.Brown and L,R.Howard.
Prineiples of Management Accounting,
English Lanpguage Book Soclety Macdonald Evance
1960 (3rd Ed.).

2. Smith and Ashburn.
Financial and Administrative Accounting
2nd kd. 1960. Megrow H1l1l, Book Coy.

3. H.J.Chambers,
Finanelal Managesent
3rd kd. Law Book Coy 1967

4. Erich A. Helfert.
Techniques of Financial Analysis
Richard D, Irvin. In Homewoods
I1l%onu E4., 3rd Feb, 1863

Se R.T.Tr icker :
Accountant in Management
Modern Management 1967

6. J. Batty
Manapement Accounting
Mgcdonald Evanse London 1963,

7. Guthman
Analysis of Financlal Statements
4th kd. 1962 July, Princeton Hall,

8. Ralph Dsle Kernedy and S.W.Me Millen.
Financial Statement Forms
Analysis Interpretation.
Richard Irvin Inc.
4th kd. Deec, 1964.

9. Robert Anthony
Management Accounting Text and Cases
Richard Irwin Illions 3rd Ed,
Red. 1964,



" Russel

Badger Henry C

John Dale Russel (Ed.)
Boddern W.A.

Fouler femond D,

Kettler Ray

Lindsay and Holland

- Morrey Lloyd

Keeve Floyed

Reeve Floyed and
Russel John Dale

Scheps Darave

94

Pinancing Higher Education
CH. 111 P, 39«63,

Junfor Collerse Accounting Manual
Washington D.C.
American Council of Eduecation 1945,

Accounting of Auxiliary services
and enterprises in problens of
Business Management in Higher
Edueation.

Chiecago University Press,
Chieago 1935' P- 27‘350

Budgetary Accounting College and
University Business
IX Sept 50, Pa 27‘&.

Are Inventory of supplies worth
the cost

College and University Business
XIII Aug, 1352, P. 45«46,

Collerpe and University Adninistration
Kevyord Manual, Macmillan 1230
P. 77"101.

University and Collere Accounting
John Wiley and fons 1930, NY
P. 26=-195

Bational Committee on the Prepara-
tion of College and University
Business Administration Manual.
Washington D.C.

American Council of Education

Katioral Committee on Standard

Keports for Institutions of Higher

Fducation "Financial Reports for

€olle-es and Universities, P.1-16,

%37-1374 Chieago University Press
35«

Finance and Business Manage:aent in
the Institutions of Higher Fducation
Hesearch II, April 193:, P. 116-117.

Collere Orpanisation and aduinistra-
tion, Board of Education,
Diseiples of Creo.

Accounting for Collere and
Universities.

Baton Fough. Lousiane.
State University Press 1943,



95 -

Appendix &
Summery

1. Wwhile analysing the financisl function in the I.H.Es
{Institution of Higher Education) in the first part of the
note, the subordinate snd incidental pature of the function
of Account and in Record Keeping 1s made ont. Then having
discussed the objectives of keeping accounts in the I H.E.
(Ingtitution of ligher Education) the nature as well as
implications of keeping accounts is presented,

2¢ In the second part, while an analysis of the odjectives
o‘i—t‘he presented, it 1s brought out that being :ubjeeted to
& number of presgsures the existing system has developed
wanifold confused end even conflieting objectives.

3e Part three attempts a further analysis and examination
of the existing system which is characterised by doudble
entry commercial book keeping systems The procedures and
practices adopted in the preparation of budget are discussed,
main books of secounts as sre usually kept are enumerated,
and the way in which they are maintsined and operated 1s
examined, It i1g eleso examined as to how exlsting systen. is
further conditioned by the government financial support
(Grant In Afd Code) provisions and the provisions of Soclety's
Registration and Charity and Publie Trust Actes It is
further stated that the existing system falls to operate ag
administrstive and mansgement tool and a planning techniques
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he In the fourth part, while further weaknesses of our
present day system are identifled, an attempt is made to make
out a case for the development of a suitabdble system,

Se Part five 1s mainly devoted to the discussion of various
stages through wvhich an objective functional system of
financial accounting 1s to be developed, The need for
standardization of income and expenditure clai.iﬁeation is
emphasised and it fs in this context that the fundemental
difference between commercial and educational system of
financial accountancy 1e examined, E.ducatlonli system of
financial accountancy differ from commercial system in its
(a) nature and aims (b) financial aims of educational institu~
éion (e) sccumulation of assets snd their structure in I.H.E.
(Institution of Higher Education) (d) attitude towards
accumulation of capital and fts treatment in the balance
sheet (e) treatment of inventories (f) acquiring of capital
and the pature of liabilities emerging out of it and its
reflection in financial accountancy and (h) exemption from
taxation. c::qnuquenees resulting from the negleet of
rundunental di?fe-reneel as retleetedm the eustlm:;c been
spot lightede It is suggested that while evolving lmd
developing a satisfactory system, these fundamental differ=
ences in the commercial and educational gystem of finaneial
aceountancy are to be well sppreciated,

6-. In part six of the note essential requisites of a sound
syustem are ne-ntioned. It L8 explained that the system of
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financial accountancy in the l.HeE. (Iqstltuto of Higher Educa+«
tion) (a) should de based on the appreciation of institutional
{educational) objectives, (b) should operate as a safeguard

to the funds, (c) should provide adequately, information need~
ed for institutionsl planning and progrnmlng' administration
and financial control, While the system (d) should be simple
and (e) should also serve the government administrative and
statutory requirements. .

7« In the development of the system the cost and accrual
basis of financial accountancy 1s to bé understoode In addi~
tion to this analysis part seven emphagises the need to
coordinate in & meaningful objective manner, both and also

the need to Gevelop a feel of ™operational core in finsncial
accountancy®e«

8. In the eighth part while developing = feel of the
operational core, the concepts of fund aceountancy system

are developed and pregented, Operationcl details of this
system are presented under identification of the transactions
and their seggregation, and grouping under speeific fund head,
self balancing in fund accountancy and the kind of accounts,
their nature and operations have been examined,

9« Part nine 1s devoted mainly to'the discussion of the
important principles involved in book keeping namely (a) the
maintenance of complete files and documents, (b) control ard
coordination in book keeping, (c) checks and verification of
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books of sccountse Significance influence of local factors

18 2lso indicated. ' '

10 In the part ten certain administrative implications of
operations in the fund accountancy system have been digcusseds
11¢ Finally in part eleven while emphasing the need to develop
fund accou:tancy and an objective form of eaccounts (partie
culsrly due to the constant anxiety of the administrators

of 1.H.Es (Institution of Higher Educatinn), explosion in
enrolment and expectations, inflation rising pricea and costs
absence of financial self sufficiecncy of the I.H.Es (Instito=
tion of Higher Education), the need to develop ncw alternative
sources and the shifting of emphagis on different gources the
overwhelming importance of self discipline and for that
purpose self examination and gelf evaluation is emphssised,

It 18 stated that for achieving this it is necessary to develop
a financial accountancy and book keeping form that would-
provide a tool for comparison.

In Appendix 1 proforme of this proposed form of financial
accountancy consisting of summary sheet heads of current
accounts main objectives a detalled explanatory note cover*
ing current income expenditure items and fund groupings etc.,
have been mentioned. 7 |

Appendixz 2 deals with the internal organization of
accounts and book keeping section in the college,

Appendix 3 gives & list of more important referencese
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Appendix % deals vith the summary of the note and
qmll’. .
Appendix 5 presents a line of action that is to de

adopted for future,
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Appendix i

Recommendatinns

1) This note has been referred to and discussed with a
group of chartered accountants vho.a'udit and certify for
grant purposges, the annual accounts of the college, However
this being s personal reference, it was restricted to a
very narrow circle, It is nov necessary and therefore '
recommended that through the Joint board of Vice Chancellors
this note 1s referred to (a) The Institute 6f Chartered
Accountants, (b) The Institute of Cost Accountants, (e¢)
Government auditors in the Directorate of Higher Education,
(wviio for the purpose of sanctioning gianto check annual
accountg) (d) Office of the Chief Accountant Msharashtra
Govermuent (e) The Charity Commissioner, (f) Officers and
accountants working in the Account Sections of the Educa~
tional Socleties as well as collegesa

2) It 18 necessary that the reactions of the above men~
tioned offices and officers sre understoode It would then
bé relevant and convenient to eonvince the concerned about
the basic need to introspect and improve, in the procedures
and practiceg of keeping financial accountss It is for

this purpose that some type of dial-gue 1s to be initieted
between the relcvant bodies and suthoritiegy with this
objective in mind 1t is recomemleq that in consultation with
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the joint board of Vice Chancellors and under the guidance of
Vice=Chancellors and offices of Registrar and sccounts sections
in universities ) University~wise Seminars are to be organised.
This work certainly can be entrusted to s small committee
(vhich may be gponsored by the joint board) including a
repregentative from all the above mentioned agencies eand
offices.

3) However this would not be enoughe (uite immediately, it
would be necessary to encoursge formation of some sort of
university wigse Assoclatisns, the rermbersghip of which is to
be composed of those, who are either working or essociated
with the working of the accounts section in the colleges
adninistrators end mansgers in charge of college & Accounts
Department and Chartered Accountantse It 1s only through

the establishment of guch an institution of voluntary active
uemben/ that the work of modernization of the system of
accounts in the colleges e¢an be initiated, U.der no situs=
tion such bodlcs be confused with trade unions which though
necegsary, yet operates for completely different purposese
These belng the bodles initlating change and modernization,
such bodles established and operating u.der each university,
shall have to be recognized and encouragedes kEncouragement

to th:-ge bodles can be given through rendering to them
academie service through the organisation of orientation
programmes and serz;inara, production of literature and the

eirculation of periodie papers as well ag through rendering
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to these bodies financial service through sanctioning a
financial supporte It 1s through a planned and organised
eondnctxngi:etivitiea through such bodies at each university
level, that the definite progress in the process of modernisa=
tion of higher educational administration can be ensured,

4) 1t 1s neceasary to get a feel of the opinion of the
Joint bosrd of vice chancellors on this paper as well as

the actions suggested aboves, In fact it is earnestly felt
that not only for a limited purpose of this paper, but for
the important issue of modernization of higher educational
administration in the gtate the joint board should take the
first step in creating a sub=committee and a cell for this

expregsed purposes



103

STUCIES HELATING 10 HIGHEK EDUCASIUN IN MAHAKALHTHA

Rlies 1

STULIES RELATIRG TU FINAKCIAL AuMINISTRATIUN CF
FBIVALE CULLEULS

AEPCGRT B: Budgeting in the Financial Administration
0l Private Alded Colleges and the
Institutions of Higher Education in
Maharashtra State

Prof. S.3.KALE

Gokhale Institute of rolities and Economics

Poona &



104

Brief Outline of the fiote

1,0 Preliminary observations

1.1

1,2

1.3
1.

L5

1.7

Concept of finance and financial functions in
the institutions of higher education.
Classification of financial functions and
their operstional analysis,

Popular classification of functions.

Cyele of financial functions and the place the
budget for the institutions of higher educa=~
tion in the game,

Evolution and background of budget making in
educational managemcnts

Dirth of 1literature and the source material on
"budget making™ for the imstitutlons of higher
education and colleges.

Broad outline of the note,

2.0 Concept and definition of budget for the inctitotisne
of highepr education and colleges

2.1

2:2
243

Moet of the budget détinition- are in relation

to the 'budgat used in corporate business and

the government administrative sectorse

Various definitions.

Budget for educations gector and for the ingtitu-
tions of higher e¢ducation and colleges,



105

13

3.0 Purpose and significance of budpet f~r the institutions
of hirher education =»nd colleipss

3¢1 *Planning function™ as relating to dbudzeting.

3.2 "Coordination function™ in relation to the
budgeting.

3«3 *Control function™ as relating to the budgeting.

_3.%4. Budget as a "measure of managerial evaluation®,

3.5 Blidget as an "instrument in planning and eon~
trolling educational sctivities™,

3.6 Although advantages of the system of budgeting
sre many, yet there are limitations to the gystem
of budgetary control. ~

‘ 3.7 Limitations of the gystem of budgetary control.

L0 Attitude of management on the system of budgetary

eontrol

hel Discussions, deliderations and controversies
on the issue of budgets and budgetary controls.

he2 "Mechanical bu get™ versus "Functional budget”,

4e3 "™Yearly” (Periodic) versus “Continuous® budget.

ek  "Administration dominated™ versus "Participate
1né' budget®y

Ye5 "Centralised® versus "Decentralised” budget.

5.0 Eggentials of an effective and eound system of
budpeting

Sel HMain pre=conditions,
5«2 ° Support from the "top mansgement"
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5.3 Organisation for dudgeting.

S+ Responsibilities for budgetinge The budget
director = his duties and responsibilities.

5.5 Budget coumittee. ‘

Se6 Approaches.

5«7 Budget Manual.

6.0 Procedure in budret making

6s1 Legislative and executive functions in budget
making and their ordery, in the pfocednro.

6;2 Factors influencing the procedure of budget
makinge

7.0 Size of the inatitution of highepr educatinon or
college an e procedure o et makIng

7«1 Budget procedure and the busincss and the
finance policy of the institution of hLigher

education or the college,
,

8.0 Budeet procedure and the business and the financial
policy o_P_ E!’ne Znsﬂgug!on o! E!Ehez e_ﬂ_ucaf!on AP Eﬁn co!!e'ge-

9.0 Type of the budret and the procedure

100 Budpet formulstisn procedure

10,1 Main eonsiderations
1042 Determinants of the "budget period®,
1043 HMain "segments of budget™ and their development.
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13.0

L
!

1044
10.5
10.6
10.7
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iv

Expenses or "cagh out=flows".

Budget Centres.. .

Limitations of budget centres..

Establishment of dbudget centres and guide lines.

Yarinus staces and ghnées in budret procedures

1l.1
11,2
11.3
114

11.5

Main stages and phasesg.

Asgligning budget centres.

Budget preparation procedure.

Completion of sectoral budgets and the final
balancinge .
Review, balancing and the finalisation of the
budgets

Budget presentation, apnraval snd the past approval

12,1 Presentation of the budget to the Bresident of

12.2

12,3

the Governing Body of the educational society.
Ligcussions deliberations and the approval of
the dbudgete. '

Posgt approval worke Intimation of the “Sanc~
tiqn: and Procedures”s Monthly reporta and
the Finnl FReportes

Iict of Appendix

p
2¢

Budget centres and their allocation.

Preliminary estimates of enrolwent for the years



3

L.
5.

G
7o
8.
9e
10.
1l.
124

13.
4o

v

Estimates of tuition fees etce. (estimate of
income for the year)e.

Sources of incomes.

Increase in the current expensess Classifica~
tion of details, Budget estimates for the year,
Budget comparison sheet. {Incomes and expendi~
tures). .

Salary datae (Hajor area of increase in the
expenditure).

Academic administration. Instructional staff,
Salary analysis ahéet. v
Format tor 'College budget® (Expenditure
detalla).

College budget summary sheetq

Operations of budget.

Approved budget "Cash In=flow sheet”,

Approved budget "dash Out=flow sheet",

¥onthly report of budgeted expenses and the

actualse
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BUDGLTING IN }!NANCIAL AD!‘INISTRATION o¥ COLLLGLS AND

1, Preliminary Observation
1.1 Concept of finance and financial administration in
Defintition of the term *finance function' in relstionm
to the institution of high«r education normally falls under
three broad groupings
(e) Ons definss finance function in education, as simply
the tasgk of providing funds needed by the institution of
higher cdueatxon,on terms that are in the 1i:ht of objuctives
of the institution, mwost favourables It is notewvorthy to
) find that dictionery definition of the term *financet igs
almost exclusively concerned with the "procurement of funds®e
Hovever, this concept can be widened so ms to incorporate, in
addition to the consideration of the procurement of funds,
even the consideration of the (1) “instruments®, (11) "ingtitu-
ttoﬁ' and (113) ®"practices® through whiech funds sre obtaiped
by the highcr educntionsl institution. This logically covers
the (iv) legal sccounting relationship bitween the educs™
tionsl imstitution, the students, the public the donors the
(local state or central) government, f.¢s the financial re~
laclonship bctweoen the college 1.¢q the fnstitutiom of higher
education, sand (v) the source of financee The main logie of
this approach 18 that the expenditure neu"la and decisions give
rise to the demand for funds and the main finance=function
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in the college or the institution of highcr education s to
satisfy this demand.
(v) Although this definition has a merit of highlighting
the main central core of the finsance function in the college
or the institation of higher education, it is generally
eonsicered that such a definition is narrov, Finance function
is not that of merely procuring funds, 1t is much wmore
broader function than thiss This appreciation results in develop~
ing another extreme type of concept namely that finance be=
ing mainly concecrned with the procurement of current funds
and cash and since in all activities and transactions in the
institation of higher education directly or indirectly eagh
" is involved, "finance in the college or the institution of
higher education is cono-rned with everything that takes
place under the roof of this institution of higher educa=
tion"s Ouviously, such & definition would be too broad to
scrve any meaningful, sanagerial function.
(e)  The third approach, which secms to be more acceptable,
visuslises finance function as the ﬁrocm-ent of fund and
theip effective utilisation in the higher educational
institution. 7This function gives rise to a number of
activities and function for example tos (1) eatimate
financial needs, (11) raise the nccessary funds, and (iii)
put these funds to the uost efficicnt and effective use in
relation to the main ingtitutionsl objectives of the college.
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It 1s in this sense that the finsnce functions covers (a)
financial planning™ forecasting of cesh, receipts and thelir
disbursement, cistursement, (b) raising of funds, (c) use
and allocation of funds, and (d) financial control.
(4)- Analysinz more objectively and practically rather than
acadenically it is obvious that every institution of higher
education including a college has a number of practical
financial and business functions to perforse These functions
have been fdentified by various authors and suthorities and
they ari said to'bc consisting ofs
(a) Financial accounting, book~keeping.
(») Preparstion of annual budget and 1ts administration.
(e) Financial reporting and statistics.
(a) Expenditure funetion.
(e) The revenue or cagh receiving function.
(r) Financial relationship with the qtudénta-
(g) ¥ansgewent of investment fundse
(h) Mansgement of business phase of auxilisry activities
such as hostel and the residential hall, co~opera=
tive books store, canteen, or cycle stand, etce.
(1) Financial promotion and the organised efforts con~
ducted through fund reaising activity.
3) Planning financing of special projscts such ag
bullding and the construction activity, debt

retirement, etcy



(k) Research on various matters involving consideration
of educational inmstitutional finance.

(1) Purchasinge

(m) roployment of non~academic personnel,

{n) Control of sales uterhl,wm paper Junk and other
salvage,

(o) Educational plant sanagement.
However a much more clearer analytic concept of

financial function for the institution of higher education

is to be developed,

l.2 Clagsifieation of financial functions end their
gperational analysis

Viewed from the point of view of the practical ade
ministrative operational poingbr view, it 13 stated that
every institution of higher education including a college
has a pumber of financlal functions. These financial funce
tions Mnt‘ﬁentltxed ass
(1)- Primary functions as the exceutive functions, and (2)
the secondary or the incidental functions. In the primary
and the executive functions are includedt
(a) Estimation of the financial needs of the new and the
old colleges or the institution of higher education, in-
cluding estimates of cagh and fund flows, estimation of
financial needs for speciel projects like the financing of

nev duilding construction, debt retirement, etca

112



113

(v) Bobilisation of finance and finding out resources to
peet the needs, This includes financial promotion fund
raising, receiving of incowe in the form or'ren from
students, endowment and donatisns and subscriptions from the
public and the receiving financial support from the govern*
went in the form of ¢rant as well ag borrowing of funds.
(e) Administration of financisl regourcese 7This includes
expenditure function, management ot_ surpluses, administra~
tion of funds snd reserves, redemption and retirement of
debts and other obligations, etece Managezment of business
phage of auxiliary services such ss hostel residential hall,
co=operative books store, canteen cycle stand, ctce
.(d) Financial control and checking of the financlal per-
formance froa time to time,
(II) Sscondary incidental functions arei

(a) Finaneial sccounting and record keepinge

(b) Financisl Reports and Statlstics.

(e) ¥aintaining finsncial relstionship with the students,
endowment holders, subscribers,donors, governmentyetce

(d)’ fiegsearch on various satters including financial N
administration and micro concepts in the educational
planuinge

1.3 sWhile there exiasts a difference of opinion regarding

the administrative division of these functions into (1)

financisl functions, and (11) business management functions,
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hezg;or there aoams. to be a general unanimity on the point

that (1) financial accounting, (2) preparation of budget and
ite adninistntion, (3) financial reporting, () expenditure,
(5) revenue, (6) finapcial promotions and fund rafsing, (7)
investment management, (8) planning financing of special
projects like bullding construction, delit retirement are the
important financial functions snd not business functions
1ike purchasing, plant mansgemunt, office management, control
of sales, material employment of scademiec and non=acadenic
staff, etce., which every institution of higher education is
reguired to pérrorl.
B T i e P AT TS G 0 S Ty S )
- nsgtitution o ‘heP educatinn=includ collerges
Observation and operational sanalysis indicates that
the cycle of financial functions in the institution of higher
education contains three main elements that can be chrono~
logically 1isted to be consisting of (&) The budget = con~
taining an Qutune of financial plan for the year, (b)
the sccountins system which maintains the records of fiscal
transactions ags they occur during theyeap, and (¢) financial
reports including the audit suzmarising and publishing the
results of operationa during the ﬂ.s\cil perisd. A digcussion
about the educational institutfonsl finance may begin with
any of thege three elements in the cycle and proceed to the
other two. Thus one might treat hudget asg the primary

element, the operating asccounts as merely the methods of
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controlling budgets and the reports as the survey of the
operations under budgets Or one might look on the reports as
the final and permancnt outcome of the years opcrations, the
bLudget end the accounts being mercly muang to an end produce
ing the results get forth for the final reporte Here in the
note under coneideration‘n position of starting with the
discussion on tudgets 1s “taken upe [hils position taken here is
that tudget is an important instrument of educational mansge=
went and sdministration and the significance of buuget is not
restricted merely to the purpose of maintaining financisl
solvancy of stauility but it 1is algo to operate as an in~
strument of comprehénslve planning of micro and macro educa=
_tlonnl‘devclopmunt. Preparation and administration of dbudget
1s therefore assumed to be an important financial fumction
in the institution of higher education and a college.

1.5 Evolution and background of budget moking in
gcational me:agements

It 18 curious t5 find that while similarly to governe
ment and commercial undertakings an institution of higher
education, including a college, 1s required to prepare its
own financial budget, yet there is no corprehensive
1itcrature developed on this sspeet of educational manage=
mente Historically, it appears thet government supported
private institutions of higher education especially the
colleges, 2re thc last in the chronological 1list of those

who organised their coll:ctive or corporate performance on
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the bagis of their financial dbudgets.  Since laat two decades
it seems that nov every college or institution of higher
education 1s attempting to set ua’brdemme on the bagis of
budgete It is now unusual to £ind a college in Maharashtra
which does pot claim to ap:rate on budg:t basis. However,
still the observed fact remains namely, that in the large
number of publicly and privately controlled higher educa=

- tional institutions, budgetory procedure are rndl)nentory
eithey in their character or unsound in many npc?ta.

1.6 t e urce e d

making for institutions of higher education an
collepest

Emerging out of the fact of late and partiasl applica=
"tiom of budgetory techniques in educational ma.agement there ~
is another fact, Institution of higher education including
colleges 'havo not, as yet developed any literature on the
sudbjJeets Such = literature hiag been developed for both the
comnercial conc.rng and government offices uﬁd undertakingse
In the initial stage one is to rgly on this literature on
the dbudgestory techniques and procedures in the commercial
concernss However, while developing such a litcrature for
educational gectnr, it 1s always neccssary to remember that
educational institutions of higher education diffcry in meny
fundazental respects and as such a distinctly separate
approach and treatwent would be nccessarys 1t is on the
basis of this background tnat tuls note 1is prepared,



1.7

Broad outline of the naotes

This note mainly proposes tn deal the iseue under the

folloving headss

{s)
(v)

(e)
(a)
(e)

()
(8)
(n)
(1)
)

(x)

(1

Concept and cefinition of a budget for an institu=
tion of higher education = the college,
oignifieance of budget in the educational institu=
tional mansgements

Functions of budget.

Approaches and philosophies governing budget, -
V:rious stages and phages in the preparation, and
adninistration of budget.

Development and the preparation of budgetes
Adoption tudget,

The execution of budgete

Reviglon and elosing up of budgete
Responsitilities of the business and finance office
of the college or the institution of higher educa=

. tion in the budget preparation and administration.

Otgervations regsrding budgetory practices in the
institution of higher education in Maharashtra.
Concluding observatione ' ’

in addition to the sbove stated aspects, attempt also

is made to present certain forma that may prove useful to

the institutfon of higher education aud the college in the

budgetory function performancey;

117
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2,0 %’W‘W_i_rﬁrn_.nu'ﬁﬁm_—mm"
. onal Instltutlon = the college
2.1 Many derinitions of budget and dbudgetory have been
formulated, However, most of these definitions apply to
the field of corporate business or government administrative
activitiese
202 ¥arious definitions of budget
Budgets have vbeen defined in a nunber of wayss Wwebster
has defincd the budget as'a 'p‘hn of financing, & host of
projcetions snd estimates, controversies and approsc es that
£9 into the development of this uelicate useful tool", 7To
some it 18 a "forecast in details of the results of an
.officially recognised prozracie of operation based on the
reasonable expectation of highest operational etnciency".l
To othier, in the strict sence of the term, it is
"complete financial plan for the cefinite pcriod which is
baged on e=reful estimates of both the expenditure on neceds
and probable 1mom¢2
Others have indicated that budget 1is "essentially a
forsulation of plana £or a given pcriod in the future in

tpecific numerical terms as such budgets sre the statements

1 Bartizal:Budgets Priucipl.s and Procedureése Prentiea-

Halle Ince taglewood Cliffe Pel (1947)e
2 Arther EJbucke Budget making Appleton Croffe Ince

Poase
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of santicipated ruultu.3 It 18 als0 said that budget is a
"method of worrying before the spending of moncy rather
than after®s Gian wesh defines budgect mas & plan covering
a1l phages of operations for a definite perlod in future.

It 13 a formal expression of policies, plm;, objectives and
gosls laid down in advance by the top mansgcument for the

_ institution as & whole and sub~division thereof, It is &
forwsl statement of mansgement plan and policies for a gilven
period to be used as & guide or blue print in that period.
It 18 also said that budget 1s a statement of cstimated in-
come and authorised expenditure in relation to a gpecific ;
period of time,

2.3 Budpet for educatinnal sector and educationa}]
: Ins%!fuﬂons

In the broad sense of the term budget mcans a plan,
the plan for financing a higher educational institution for
a p.riod of tive in future, usually a yeare The plan is
usually evidenced by budget document which s an exhibit that
shows the plan in all its detallss The term budgetory
procedui-o is used to indicate the steps that the top manage=~
went in an educational institution takesin planning the
budget from the beginning to the endy while thege terms are
used inter~changeably, it 1s to be cleap that the three termsg

Harold Kootz snd Cyrille ODonnels Principles of
Management, MeGraw Hill, 1955« pel35a
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refer to various aspects of budgeting. It 1s frequently
thought of budget as the buiget document which gives ln out=
1line of a plan for financing higher educational lnstltniom.,’
As related to the institution of higher education and
colleges dudget may be defined as & plan for institutional
incowe and expenditure, covering a define fiscal perisdes This
means that it nusts be a plan, 1t must cover both revenue and
expenditure and it must be gpecifie period.
2% Budget for an educational institution means in rels=
tion to a specific p riod an integrat:d educational expendi=
ture and revenue plan. &ducational plan is the heart of the
budget for an institution of higher education, it 1s the
‘ccntre around shich everything else 1s bullt up and 1t is the
determining factor for both sxpenditure and revenue requestss
Lxpenditure plan is merely a tnusLa#ion of eduestional plan
into costse For ensuring prop:r a:comting- and administra~-
‘tion various expenditures are to be clessified. R.venue plan
1s also to be carefully conceived and detailed estizates of
receipts .that sre to be used to finance expenditure, are to

be worked out,

3.0 Purpoge and sipnificance of budret f5r sn Instit
ﬂon o: Eéﬁer educni!on

Budget is considered as an instrumcnt of controle The
only Justification for budgetory is ite service to the

L Mort Reussar Polly,
5 RIIGBCI. PQ“Q
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6 vhereas accounting csn be justified for reasons

mansgements
ot_publie informstion of participants right, government re-
ports and requirements creditors demsands and so on, budg:ting
1s Sustified primarily for internal use, Budgeting results
in definite nnd‘tangiblo bepef1it directly related to the basie
function of managements .

In the eonduct of businesas operations, in the instite=~
tion of high:r edusation, there are three clearly identi~
fied basic functions of mansgement,namely, (a) planning
function, {b) co~ordination function, and (¢) control funce
tions Scientific management has developed a numbcr of tools
or techniquug that may be adopted to asgist management in the
.ncconpuchment of thess functions and one of such techniques
18 the budg.tinga ﬁﬁ:r&pz.rly concelved and operated budgeting
programse goes 8 1-'ng way in agsisting manngement to accom*
plish effectively the three bagic functions of planning, co-
ordination and eontrole ‘
3ed  Plennine function ms relsted to budgeting

Planning involves the estallishment of objcctives and

the organisstion required to attain these objectives.
.Planning also involves finding of finance and the other means
of carry out plans and it is in the proccss of mobiliaing

fin»nce that the budgeting becomes neccssary steps It 1s

6 welghe Budgeting,pa5e
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possible that some of the educationnl Snstitutions might be
planning quﬁtc ef.ectively without formal budgets.s However,
i1t 1s a humsn veakness to defer such activities aa sre in~
volved in precise planning, However, budgeting procramme is
ennsequently such an important technique that it tends to
force mansgement at all levels to give timely and serious
sttention to the planning function. The fact that plans and
objectives nre Leing put down in black and uh1t§ for all to
see, results in a pore careful eonsiderations One of the
most frequently cited advantage of budgetory programme is the
fact that "all levels of management in the educational insti~
tutién. are brought togeth:.r for the planning function and
'are forced to give serious c-nsideration to 1t", Thinking of
many is raised for the first time froom marrow concerns vith
day~to=day operational depaptmental probleus to the considera~
tion of an overall plan and objectives and those of other
functional area.

Import;;co of bringing all the meubers of management
ih the institution and wmwaking them involved into the planning
of the higher educational institution cannot be oled emr~ .
phasiged, There are at least three dasie agpects involved,
(a) Active participation of all the managerial and ad~
winistrative levels in the various gectious of the educa=
tionsl institutions in shaping .esirable goals and the plans
for achieving them has a very healthy effect dn interest,

enthusiasm and morale as “espirit=de~corps"” is enhanceds
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{») Active participation of all the members in the manage=
ment in the planning function, makes them aware of how their
partieular functional sphere fits into the total operations
of the cducational institution as vell as the necessity of
inter~uepartmental co~op.ration. RKow the memder can well

sea hov arbitrary decision of a single favoured departumcnt
can create critical probleas in the other departments. Such
a declsion may be within this marrow scopey may appear to be
wost logleal but thelir overall effect may be quite detrie
mcntale

(e) Junior wenbers in the management of various stages
phages and sections in the educational administration h+ving
'pnruclpated in the planning function through the operational
meci.anism of buigeting are adequately informed as to the
future with respect to objectives, problems snd other con=
slderations. BNothing 1s more discouraging to the junior
mezbers in the educational institution, mothing 1s more
damaging te their morale tian to be in the dark about what is
expected in future, Undepr gsuch circumstanc:s what is the
most common,junior personnel and members of the staff find

it impossibles to make cffective contribution ;nd adequate
plang for theipr departments as well 2as to implement them.
These situations can be best corrected by bringing together
all gectors and levels in the management and sdwministration
of educationsl institutions irto budget planning preparation
apnd operations sctivitye
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(a) Budget provides an opportunity to review as to what
h=g been asccomplished during the previcus preceding years
Responsible caecutives of the college may well agk thg depart~
mental heacs (as the ministers in the Cablnet are asked in
the Briti:h Pariiapent) at the time when they submit budget
necds and requests as to what wag done of th. qppmprﬁauonu
that were given to the department in the previous year,

(e) Budget also provides e coordinated view of the needed
expenditure for various purposese Budget translates educa=
tional plans and policies into financial termss Everything
that the institution of highecr ecucation of the college
prefera to accept during the fiscal p-riod must be expressed
‘$n the budget in terms of rupees etce The introduction of

s new depsriment of &°'udy, improvem:-nt of various facilityes
offercd to the students, extension of resources of Library,
any one these necv developments as well as the neceds of the
estailished function and servic:cs must be reduced to finan-
ci;l figurea and placed in the budget, 1f at all these are
te be included in the ,rogramme of encoming periode

(£) This task of reducing plans and policies of higher
educational institution to the financial terms usually
proves difficult for the academically wminced members of

the college staff, It s much more easier and perhaps much
more int.resting for them to plan an introduction of a ncw
course thin to estimate the coste Yet in a wellemansged
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college, 1t 1s pcecssary to calculate all this and enter 4t
in the bwigets Thus at the time of the preparation of the
budget sll hopes for innovations in the programme sghould
recelve their due consideration and those that sre pot in=
cluded in the dbudget must be postponed until the beginning
nf some future fiscal pcriod or probatly to & period when
revision 18 wade in the current budgets This co~ordinated
view of probable expendiiure affords a further opportunity
to study and to weligh in advancé, the relstive value of
various services and to discriminate amongst many of the
sctivities that e~mpete for aveilatle fundse Onehf fho
ixportant nupmlbllié}s of the eduecationa] administration
"1s to allocate availatle resources to those sctivities that
produce mst;in terms of fundamentsl purposes of the in-
stitution. For example, a head_ of the d@partment of history
might be worried about the iresh sppointment of an
asslstant and g0 also the head of the department of Busin.sse
Decisions in such cages involve & careful appraisal of the
relative contribution of the above departments to tio main
ains of the institutions including such matters as the
numb:r of students to be ssrved,provision of sound educa=
tionsl programme and such valuess A decision merely to
maintain status quo without considering relstive valuee is
the chsracteristics of un-intelligent or hesitant ad=
minlstration. An institution having such an sdministration

caunaot be esp:cted to obtaln largest possidle valueg in
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return to the resources vhich the socliety entrusts to them,
to carry out highcr educational programme and to serve the
conpunity.

(g) _ The above statet’émplo can have an easy and ready
solution ss readjustment may de easy and really not
difficultj but the same principle is true, The readily
accepted ceelsion to lecave the allotment to the department
or to the unit, "the sumv as it wes last year® wvhich appearﬁ
to be the marked charscteristics of dbudgetory procedure in
our colleges and most of the institutions of higher educa=
tionjusually indicates the attitude of refusal to face the
facts, and welgh them 1n.t01\ngent1y. In most of the in~
-stxtuuons sowe department and services are produced at the
cost of development and operations of other departmcnts end .
operations out of proportion to the values produceds The
budget affords the best possible opporturity to readjust such
situation so that availavle funds msy be used most effec~
tively and academically and educationally most productivity.,
(h) The next specific agpect of budget as relating to the
planning 1s that it provides an opportu.ity for a eareful
review of all sources of income including the sources of
supporung\inconing. Although adzministrators are always
nlert to see that all potentisl sources of income are
producing at the maximum capacity, thll»ques'tion can}asmny
be brought out to a sharp focus in the budget. Comparison
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with past years and with similar institutions is quite in
order and 1t 1s ususl erpericnce that many a times such en
miysis reveals npportunities for increacged income and
opportunities of tapping some of the neglected resources.

(1)  The next importsnt aspect of budgeting, &8s related

to pl!mniné?s the limitation of the pro.ramme in accordance
with the available resourcess Budget of a coilege or an
institution of higher edueat‘ion is to provide sn assurance that
the approved programme will be limited to the resources avail~
able for supporte while the fields of servlcel'in any
college or in sn institution of highiy education is alvaeys
unlimited and the resources available are always limiteds
- ivery intelligent leader in the coliege can also sce the
uesiradble end possivle field of service far beyond that can
be maintained with the present and potential resources and
the lsader 1s slwayas confronted by the temptation to expand
‘services fagter than resourcese The immediate and inevitable
result of yilelding to the temptation is a menacing burden

of debvt, ultimately foreing the institution into mediocracy
or discontinuations

Budget is the best arrangement to prevent the

college or institution of higher education from expanding

its eervices more rapidly than its resources, the counter
enquiry to any request for expansion being = "is it pro~
vided in the budget®? At the time of the preparation of
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the next budget a due ennsideration may be given and a com~
parison with the existing services can be done and in case
the plan be found for the proposed expansion .lt ecan be
undertaken. lntil 1t 1s incorporated 1t may remain as under
consideration.

It may be that many & time it may be necugsary to
wait t1ll the beginning of the next acsdemic year to in~
troduce an expansion &f sometimes the current budget may be
80 revised as to incorporate an unusually desirable new
devel:pmunts bven then the principle may be rigorously
adhered to, namely, that the project should mot be undertsken
until an assurance is given that it can be made a part of
‘the budgets To be continuously embarking on new projects
without explicit sanction of the budget 18 incvitavly to
invite financial disaster to the institution (unlessof
course state government is prepared to take over the
responsitility)s

Thus 1t way be eoncluded that budget of an institu~
tion of higher education or a college is basically an
instrument of plennings Budget reflects the organizational -
pattern of the inntltl;tion by breaking down the elcments of
the total plan into the sectional and departmentlycor'-
ponents, sllowing costs to be more easily estimated, It
then forces co*ordination of these elements by reassembling
costs a8 a whole so that the comparison may be made with the
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total revenuse ilils very process requires 8 kind of orderly
planning th-t othcrvise miyht never take places Budgeting
thus foreces the sdministratisn and the staff to plan to~
geth.r on what nceds to be done, how it will be done and by
wi0Be

302 Co=ordinatisn function of budgeting

Co~ordination %8s a process whereby each divislon and
departmeut of a college works towards comuon objectives, with
vue regapd for all other subvcivisions snd vith a unity of
«ffyrtse Co—ordination recally means developing end osin~
-taining virisus activities within the ecucstionnl institu~
tisn, in A prop r relationship to othere It 15 frequently
‘nuscrved th t the educatisnal institutisn l-ucks c¢rording=
tisny where ~ggressive sectinnal opr departm ntsl head has
expanded his department out of proportion to othe;s or where
the gencral overall decisions =re based on the needs of one
depnrtm-nt or section alone, nltiouch such a decisisn mizht
be implicating other departments. iffective co~ordinatisn
«t all oryanicational levels in the college or an 1nstitu=
tion of higher education 1s provacly the tou hest assigmment,

he princip»l hase A properly desigmed and operated budgetory
pro.rame contributes greatly to the co~ordination in an
educstional luctitutione In the firast pluce,performance of
slannin: ftunction ss mentisned above, ltys proper foundstion

for co~ordinstisn, Overall comparative educational plans
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far the institution of higher learning that are wade -
sufficlently in sdvance with the esre and ¢ talls necessary
to meet Ludgetory reqnirementa, are tound to Le co=~ordinated
olans th»t ta:e into sccount the objective, problems and
possivilities and other considerations of cach subedivision
and of the educational inctitution as a wholees By laying
down plsng and converting thim into the form of the budpet
wcll in advance of the operations, the educationsal mmnnge=
Bcnt »ets the basic foundation for cffcctive co=ordination.
It chould be ;encrally agreed that effective co~ordination
depinds to a large extent. on the adequate communicatione It
18 1oportant that each merber in the faxily of an educational
“fnstitution from the principal to the stucent and from the
person in charge of buciness and finance section to Class

IV servant kpows well in advance as to what 1s planned and
tow and vhen 4t 1s to be accomplisheds A comprehensive
budgetory programze in an ianstitution of higher eaucatic?n
requifés that these plens be 1aid down formally in the budget
and further that coples of the budget are distributed to all
conc. rried with the wmanngemente In additlion, such personnel
te ¢iven avegualely nnd timely Information relating to the
revision of the original plans and objectives ag wesll as
current resulise In this way co~ordination cusn be achievede
It 1s in this vay that co~ordination can well be developed
since each resgoneible sectional and depnptmental head is

fully infornmed as to the exp . ctations and current results
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with respect to his own area of responsiiility, related
departments and ovuerall op.ratlions of tie vducational institu=
tionse

rinally having laid the bnsis for effective co~ordina=
tion it 15 m.c.esary to know from time to tlmg,vhuthcr through=
out the year Eoﬁordinntxon 18 Luing really achicved or mte
vansgement muast know whether ar nat policlcs and plans ere
being followed throughout the educntional institution. It
is for this purpote some indications »re needed, espucially
to incicate defects in planning sas originslly cstablished
and its opcrationse In othuer wvords, for ensuring cHhntinunus
co~aordination, control technijues budg-ting 18 nccessarys
‘3.37 Contrnl functisn of budgeting

As stated atove, in collective actlon, control is nced=
ed to ensure that ultimately plans and objcctives are being
aci:levede As oObuerved by nalph bmvis, the main obJuctiwg
ol control is to cnsure correct performauce 88 specificd
in the plan, a well co~ordinated action, snd winioum losa
due to Interference with the proper exccution of plane
Control as apullicd tn budgeting 1s a systemntized effort
aimcd at keeping oanogement inforued of conformances or lsck
of conformances to pre~determined plans and objectives and
policiess Control 1m.1ies weasurement and this requires
a yardstick tbr the euntire educatinunl organisatisne In
the sbsence of any other qualitative uweusure, comprchensive

bvudgeting prosrammes offer such measuress It should,
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hovever,be remcmbured that budgeting by 1itself is not s con-
trole It 18 A acvice tint mokes control possible in many |
rays; Underlying these thoughts there 1s oiviously the .
comparison for weasuremuant of actutl perfHrruance s alnst a
pr:=Getermined plun aAnd objcctivess ihecse cowpurlieon extends
io 81l arces of coilege and higher educat. onal institutionsl
sduinfuteatione rrom the polntof view of metlodoloyy it
involves shiowings (a) actual results, (b) bucgeted results,
and (c¢) the ciffcrence (that 15 tn say a budget variations
b.twen (a) and (b)e This reporting 1s tased on the sound
princiyle of man’agément usually mx ntioned ag “exception
princizle"s 1446 principle holcs that the principal or the
tionrd of ransgeseut should cevote detalled attention to ihe
unususl exceptional fteus thut appear in the cally, weekly,
wonihly or bi=ncacemic terms leaving over all policy and
planning consicerationse It 1s only such unusual exccptional
1teus showing ccvistions itens thut need executive atten~
tioue 1t 1s true that £Hr implem: nting this ceonccptyncy
techaiques 1in place of conventional techtiuiyucs of reporting
accounts are¢ to be oeveioped, by which only deviations and
out of line! ltemé('sre rcporteds Thusg tudgetory control
makes 1t possible for the principasl and Board of Trustecs
feel the pulge of the institution of higher usnogement and the
college so that pro.ress or lack of 1t 1s cvalued throughout
the period rather than after the end of the period uvhen 1t &g
usually too late to taxe any corrective actinne
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3 Budget »s & messure of manaperial cvaluatisn of
alternntives

Essentially administration and academie planning in
the institution of higher education consists of basic deci-
sions to pursue a basic course of action, selected from
several possibilities. Since evaluation of the prouable
financial c«ffects of each alternative is generally possible
during the process of budget construction, the build up of
& bucgeted plen of operations involves bullding, revaluation,
tearing down and re~building until the best possible plan .
of operation 1s ceveloped under the given circumstances.

However, a delicate guestion erises here and 1t is
Aabout the agency that 1s competent to Judge the value pro-
duced by various depaptments and units within the educational
institution. The operating principle 4s that budget s the
affair of the .Chalmn or the President »f the Board of
Tructees or the Principali that the office of the academie
administrator led by senior member of the teaching staff has
no determining voices In fact it L6 usually argued that 1t
is the scademic head, on shose shoulder this responsibility
must reste It is because of this epproach that the opinion
is expressed that tcaching staff mewbers should be given
larger or even controlling voice in the determination of
such matters especially when the budget f8 under prepara~
tione Although ?MT’&M. pay informally confirm with
the teaching staff to deterwine their opinion, there are
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sound reasons for belt?ving that the final responsitility of
the dbudget should rcst with the President or the Chairuan
nf the Board of Trustees.

It should be clear that the teaching staff, members
cen rarely be ezpected to give undbiased Jjudgement on the
distribution of funds in the budget, particularly in matters
affecting their own field of service, Professor of any
subject naturally belleves in that subJect the most fmportant
i3 that in vhich he 13 ususlly personally concerned and reols.
to be of great importance in the academic field, The wore
capable the Professor in his chosen field, the less is his
-bility to c¢valuste in an unbissed manner, the eatire ser~
‘vices of =n institution of higher education. Those wmenbers
who sre chosen primarily becsuse of their atility to see
the pro.ramme a8 & shole are the officers of scademic ade
winistration the president, the senlor head of the depart-
ment, cenlor staff membep eand it is only the persons with
such qualifications that the final responsibility for the
preparation of the dbudget ean safely and wisely be entruste
¢de The ottleéu may profit from the council of representa=
tion of the teaching steff, the staff council, regarding the
prepsration of the budget, but it would be unwise to shift
the final responsibility from the duly constituted ade
winistretive office to any of the teaching groupe
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The board of trustees, as the statutory sgency must
agssume the ultimate responsiiility. If the academic members
(teaching staff) are esnvinced that the administrative
officers are not competent to judge the relative values pro~
duced by various departments, tho remedy 1s to appoint a
ncw officer rather than asslgn such responsibilities to the
(teaching) staff committee {(vhose meudbers would generally
be able to provide only blased points of view on important
problems) or to a comsittee of the board whose members would
not be competent to weigh the acedemic issues involved. Of
course, the opinion and adviee of representative teaching
staff (scademic membcrs) may be sought and considered but
‘administrative authority of the institution cannot abdieate
thefir final responsibvility for the allocstion of available
resources throurh their budget.

3.5 Thus budget is basically an instrument planning co~
ordinating controlnhg. It reflects an organigational
pattern of the institution by breakinz down elements of the
total plan into sectlon and departmental components allow
ing costs to be more clearly estisated, It then forees a
co~ordination of the elements into a proper ordere It
provides an instrument of control as well as a measure of
managerial evaluations

Thus the fundamental significance of dbudgeting is
that 1t is an importsnt technique and tool of planning, co~
ordination and control in the financial administration of



an institution of higher educations Thege are rath.r broad
agpeetss In addtion to operating as & tool of planning,
co~ordinating and eontrolling budgeting technique hass many
more specific benefits. Some of thcse may dbe mentioned to
be of the following mnatures

(a) It tenda to remove the clouds of obscurity and}m-
certainty that exi{st at many levels and sectors of mannge~
ment of the educatlional institution, relating to the basic
policies and objectives, Budget forces an early considera=
tion of basie policies.

() It promotes mutual understanding amongst the members
of management at verious sections and levels of their co~
“workers' problemse It creates a necessity of an adeguate
and proper functional organisation 1.6, vefinite assizn=
ment of responsidllity in each function. It pinpoints
efficiency or lack of 1it,

(e) 1t compels the members of managemcnt from the lLoard
of trustees till dowa to Junlor members of teaching staff,
to participation in the establishment of specific goals to
be achieved within a specific perinde

(a) It compels all members in the business finance
{administrative), academic and students® departments to
nakq phm"lxﬁmmny vwith the plans of other departments®,
(o) It compels management to furnish adequate higtorical
accounting data, It requires an appraisal of the past
activities in a background ss a rcnndaubu to futare plan

of action..

136
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() It forces management to put down inm cold figures slld
that which 1s necessary for satisfactory results.
(g) It compech management to plan specific course of
action for the encoming year. It establishes a work plans
(n) It forces the entire fnstitution to plan for the
uost econnmic use of man=power, material and facilitles.
(1) Budgeting instills into sll levels of managcment, the
timely careful and adequate considerations of all actions
before reaching any decisions It also forecs periodical
sub~analysis, '
i) It also serves as a pudblic information device.
3.6 Advantages or benefits from budgeting process-seems
“to be quite impressive, However, it should mnot be assumed
that budgeting 1s a full=proof tool without any limitations
associated with $t. There are important liwitations and 1t
18 necegsary thst those who use this device are fully aware
of these limitations.
3.7 Limitations

Surveys indicate that fsilure of the system of
budgetory control mostly results from (a) lack of the top
mansgewent support, snd (b) lack of sppreciation of
limitations involvede

Principal limitations nre depended on the fact that
firstly, budgct plan 1s baged on estimates, The strength
and weakness of budgetory prograsue in the college, depends
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to a large ‘extent on the cegree and accuracy with which the
basic estimates are made and these estimates are made on
available facts and good Judgement.

) Secondly, a budgetory programme must be continuslly
adopted to fit the changing circumstances, It s to be
alwys remendb. red that the budget programme cannot be
perfected in a short times A budget progranme is to bde
sdopted mot only for the given educational institution, but
also for the entire aduinistration of the society or the
body that runs & number of institutions.

(e) The third fact is that the efficient execution of
the budget will not occur sutomatically. Once the budget is
completed the plsn will be effeeuvol only 1f all regponeible
executives and the heads) of various sections in the educs=
tionnl institution are behind 1t and exert continuously
townpds its implemcntations Division and section heads and
departmental heads must feel the responsivility of achieving
or bettering the departmental goals laid down in the budget.
"4 budget eonsciousness™ $s to be present at all levels of
mansgepenty ’
(a) Fourthly, it 18 to be clear that budget cannot take
place of managemwent and sdministration. Budgeting being
merely the tool, it cannot take place of management and
administrationy It should not be regarded as a master, dut
a servant, Althoush 1t 1s om'{or the best tools, it 1s not
the final perfect tools
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Observations regarding the working and operations of
the budgctory system of control in the college or an institu=
tion of higher education has indicated that the main reasons
for the fallure of dbudgetory sy:tem are mis~understandings and
mistakes a8 expressed in {(a) expccting too much, (b) in=
stallingz it too rapidly, (c) supervising and administrating
it inadequately, (d) bad operations,(e) inscequacies of the
accounting system, (f) inadequate co-ting systems, {(g) in=
adequaclces in the dbasic statistical facts of the earlier
period,(h) expecting results too immediately,(3) failuréto
obtain co=operation,(j) failure of top management to give a real
sctive support as expressed in "Budget is 2 fine idea for

“all educational institutions but ours is a different one®,

) (k) failure to analyse results and ascertain causes, (1)
too much forms and too many cetails, (m) absence of welle
defined routine procedure, (n) absence of flexibility and
fatilure to revice estimate, and (o) insufficient attention
towards co~ordination,
4.0 Attitude of management on budgetinz
el Over last few years in our country, budget as a
conventional tool of sanagement stands accepted by the
mapagement of Institutions of Higher Educatione Yet it
seens that the significance and the practical utility of
this hag not been fully apprecilated by mansgements This
situation 1s indicated by the abaence\;t any deliberate
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objective effort to develop this tool furthere In the ad=
vanced countrle's, on the other hand, a good deal of creative
thinking and constant experimnntlog is going on the
subjects This 1o reflected by the emergences of a number of
controversies over the sp.roach and philosophies that are
at the basis of this operational toole In fact, there is a
constant effort to formalise these approaches and philo~
sophies, into universally accepted systemse The main emerge
inz system can be enumerated to be referring to follorwing
controversies?

(a) Mechanical budget versus functional budget,

{b) Yearly budget versus continuous budget.
“(e) Management dominated versus prrticipating budget.

(d) Centralized budget versus decentralised budget,

It may be useful to mppreciate a broad outline of these con=
troversies and the approachesa

he2 Mechenical budget versus functional dudget

‘l'bchanicnl bndgit usually is presented in the form

of two sheets of papers, one sheet showing yearly incomes and
reéoipts and the other one showing expenditure such a
budget 1s pregented to indicate the way in which available
finance can be divided and distributed in order to keep the .
seducational institution goinge Under this philosophy, the
*budget 1a strictly a (revenue) receipt and expenditure
operation, 8 book-keeping chore required by the law, which
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is feverisghly pored over near the end of fiscal year and is
forgotten.till the next year rolls around®s This approach
418 based on talloring the suit according to the clothe It
is usually observed that under this approach any plenning
that takes place 1s rather of 8 ncgative character, the
planning operation being that of cslculating what cu%o
eliminated or vhat can be padded so that the budget will come
right aceording to the revenue aide,

On the other hand, in the functional approach of
budget building, the budget planners in the institution of
higher education, attempt to determine educational objec
tives of the institution, develop the educational plan that
"result in acijeving theeo obJectives, then analyse the cost
implications of these educational plan and on the bagla of
such eosts, ap;roach to the problem of finding out the
neceasary financee Distingulshing feature in the mechanical
and functional approach is that under the latter approach,
budget coumittee first considers the educational plan before
1t eonsicers 1ts financial or wonetary aspectse Then it
translintes the gqualitative and quantitative aspects of the
odmuonal procramué luto cost and estimatedexpenditure
and then attempis to find out finance and woney for the game,
%e3 II Yearly budget versus continuous budget

To thoee inastitutions of highcr education vho follow
yearly or periodic budget building approach, budget 1s a
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 chore that must be accomplished once in every year, during &
to 6 weeks before 1t is presented to e t.ép management level,
the board of trustees, etce It 15 during this perlod thaet
the adainistrative s2aff works at hi;h speed, towards the
end of the nerve, alone to gather figures and the supporting
datse, Usual observstion 1s that in the face of emergency
the thoughtful long term consicdeprations regarding academie
prograzme, personnel etca., are brushed agides belle=thought
plans to study needs of the comuunity and the adjustments

of the institutisnal organisation and ﬁorklng to satisfy
these needs are discarded, In the continuous bﬁdgot approach
on the ather han&,budgetlng i3 taken to be eons!ctiné a
"part of planning process and $a accepted as an integral

part of daily operationse The day the budget is formally

approved by the top management the work on next years dbudget

is lmmcdiately startcd, strenzih and veakness in the opera=
tions of the previous years plans are appraiscd and proposed
budget corrections are made., Hastily conceived educational
pmgramalteacmng and non~teaching staff additions are
eliminated by long range planning which incluces praposed
finsncing with planninge ith the year round budgeting
activity, various arees of administrative opecrations are
better co~ordinated, However, 1t 1s to be well understood
that continuous coneideration of the budget 1s certainly

not an automatic operations Certain well=planned objective
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adoinistrative devices are to be useds In order to ensure
that budgeting becomes & part of the machincry of continuous
operstions, mapsg.mcnt 1ss (&) to schedule discussions on
the budget all sroundythroughout the years 7This &8 to be
done at teaching staff meetings, administrative staff meet~
ings, as well as the bosrd meetingsy (b) to set people to
assigned tasks provlding'the: all rtellitleyregarding the
sccess to flles, financial records, ctec., and make the
people think in nn objcctive manneri (e) to establish budget
calender which distributes various phages of budget making
over 12 month basise? (4) to insist on reports which
initiate and force esnsicerations on itema that are to dbe
‘included in the budgete
el III_Admintistration dominsted versus participatine budget
Under the "administration = dominant® budget, the
philosophy 1s thet budget-makingis strietly ant? exclusively 15
the responsibility of wanagement and therefore, neither any
help is to be asked nor desired from any other sector of
adninistration snd activitiess The teaching staff is to take
yhst they get from the budgets The central office creates
an impression that the dbudget process is beyond the under-
standing of ordinary human beings and th.re {s something

7 University of the State of New Yorke Eudget Hand~
book published by the State Education Department, Albany,
FeYe1956 pa70=75 gives an excellence on the subject as woll
as 8 good example of dbudget calendersy
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secretive or mystic or exclusive, which is not to be shared
by the otherss Only that much budget reporting and communica~
tion 18 to be done ag is either required by the lawvw or as
represents the essential minimum without the communieation
of which, working would be impossibles Even here also the
ninioum information 18 to be presented in a complicated and
ambiguous mamnner, so thst qu-stions would not be asked g3
that ln effect the budget becomes A "strict Jacket rather
than a dynamic plan“e The administrative dominated budget
18 used ss an administrative device to dcpy teaching staff
and students many nceded end requested facllities as well as
'Y part?cul&r esurse of action which they intend to follow
‘and any participation in the affairse As observed, fact 18
'x.hat,in such & case administration maintains certain un~
disclosed unusually lsrge unallnited emergency funds, even
enabling the management to do anything by legal, through
eti.fcally questionable pracedures, during the course of an
yeare

Philnenphy of participating budget i1s founded on two
basic eonsiderationse Members of teaching as well as non~
teaching staff of the institution who use the equipment and
facilitiea of the insutnuon’ should be given the opportunity
to suggest procedures and materials vwhich they Lelieve to bde
the most effective one in achieving the eﬁncnuonal obJec=
tives of the institution., Ultimately,these being pudblie
service institutions end being supported by tax revenue,
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citizens must be consulted in the planning process and they
pust be concerned of the desirabtility of a particular pro=
gramme before they support it.

Participating plan involves and provides for an
interplay of the staff and even publie representatives on
varfous levels of budget-makinge The actual process may bdbe
a comdbination of formal end {nformal methods to get people
togethcr to share buuget=making process. Staff mesders
throush their hedds of depertments way be agked to report
and recommend the ideas on the institutional educational
plans ss well as to report individually on their own require=
- ments regarding supplies, equipments, personnele They may
‘be encouraged to offer suggestions that would benefit the .
entire institution. In addition, they may be saked to
gerve on formal committees, e.ge salary schedule committee,
building committee, plant management committee, teachers'
tudget advisory committee. Another method to encourage
staff partieipation would be to hold staff hearing and in
service meeting on the budgets Leaders in citizens may be
invited to sct as meuburs on the budget advisory committces
and on study groupse Auvisory committees or groups are
desu';ned to study short range problems and to give to the
management belanced advice on educationsl pro;ranme and the
needs of personnel and facilitiecs ta accomplish the game.
Citlzens participation helps to create better understanding



146

of the education for the future and provides indications of
the my of the staff and public to undertake changes
o5  Centraliced vereus decentralized budget

. A recent innovation in the budget waking 1s the de~
centralization wherein each distinct section and division
of the educuupml institution establishea its own dudget.
wher.ver possible in the accounting process, decentralized
budget treats each section or division &s an independent
units As opposed to this, the centralized budget treats the
entire institution as one unite Arguments are presented
on either sidess A decentralization in budgeting,by 1its
very nature, forces wider participation in dudgét makinge
"It creates a situation under which the principal and the
teaching staff ere to work together and plan togethers It
also emphasises the individuality of each sector, division
or the section and there 1s a direct personnel commitment
and involvements Ilis permits face to face planning and
follow throughoute However, other effects ere that such a
cecentralization tends to compartmentalise the institcution
into various sections, divisions, departments, :tce Not
only eonruuon'dlm to the variety in mcthodology, the
apparent differences in philosophies and the lack of overall
unit, iut even competition and rivalry often developsa
There 1s anothcr observation, mamely, that the principal and
the teaching :taff become s5 much involved and tied up with
the mechanical aspect of budgeting thst they do not h-ve any
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time for personnel and programme improvement. Pressure
groups develop and in their sttempt to gain particular
idvanuge for their own oéctlon, division or department, an
aggressive approach 1s developeds Internal politics becowes
raspant and the central office and various seeuona, £0 com~
pletely out of tune.

Carefully conceiving a central budget and then cir-
culating it and throwing it open for discussion and inviting
cuggéstions for improvements seems to be a detter proposi-
tion, for teaching staff and citizens participation. Such a
plan 13 likely to reap all the dencfits of the decentralized
budget without running into t.hc danger of over—-compartmcntalie
‘sation of the vducational process in the institute of higher
education. ) '

5«0 Essentisls for effective budreting

Se1 ¥ain pre=conditions for the succeas of budgeting pro~
grampe in the institution of higher education sres

(a) The entire and total programre must have active

and uhole-bearfed support of the top mansgemcnte

{v) Principles of [oruwal organisation and delegation of
authority and related responsitilities are to be applied at
all levels,

{e) Responsivilities and suthority for budget prepara~
tiony operations and supervision are to be definitely detere

mined and formally laid down and the delegation of authority
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and fuponnibllit.y is to be consistent with the delegation
'ot suthority of operational responsidility,

(a) Helationship between budge ting and accounting is to
be elearly defineds

{e) Uses and limitations of budg:. ting are to be thorouchly
sppreciated and for that there 1s to be & continuous budget
education throughout the educational institutlon.

(r) Budget objectives ere getforth and clearly atated.
5.2  Support of top wanagement

For the success of budgeting prosramme it is necoussary

that there should be a full support of every member in the
management including the Board of Trustees and its President,
-Development of budgectory programme hag many prodblems and
situations of active and pagsive opposition 1s one of the
real problemse Budget director, all alone, cannot make any
wonderss It must be prepared by the people ‘responsible for
its operations and fulfilment and thcrefore, efforts ‘and
. time of many heads of divigions and depurtﬁntl nust be
involved 1n the budget preparations Whole~hearted support
of the top wanagement (President, Board of Trustees, joint
board of life members, €tce) will result in the active
support of the pro;rammeall the way down.

5«3 Organisatisn for budpeting

By the tera organisation 1s meant the structural

selationship thst exlsts between various sector in the
educational institutione It 1s nccessary that prior to
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succesaful budgeting a definite plan of oygénhation must be
established, It 18 nmot sulficient here merely to indicate
organisational charts. These chsurts shoulapc supp lemented
with written directives, speclfying sxact area of suthority
and responsidility, relationships, policies, mcthods, meca=-
suring perforsmance, eétce Froms the accounting nnd budgeting
point of view, definite specification of ereas is neodec;,
because accounting and the budgeting for mansgement attemyts
to report and measure accomplishments in terms of individual
responsibilities, For drawing up of buuget, it Lis neccesary
that the overall plan de broken in terws of responsibilitics
of each meaber in each sector/ before responsidilities can de
budgcted and perforoances meagured,
Se%  Responsibility for budreting

Dudget proramse must.be definite responsibilities of
a specified individual or a groups A delicate question
obviously srises. The chief executive may be the President
of the Soclety or the Principsl = 1s ultivately responsible.
However, the responsidbility regarding formulation and
preparation of the dbucget mway be delegated to the Buiges
Dircetors The work may either be delegated to the head or
chief of the finance and business division, In the case of
large high r educationnl institutions or a college, it ia
degirable to have a budget director who should be responsible
for the technical analysis needed by various sections and
departments and for the finsl preparation of the budget report.
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The main duties of budget director can be enumerated
ass .
(a) To sdvise the President of the educationsl society
or the principal, wmeubers of the budget comnittee and all
others on budgetory matterse ‘
() To recommend budgeting procedure and technical re-
ql;lrenentl for each part of the budget, '
(e) To assume responsidbility for budget organisation
and necesgary time gschedules
(a) To provide overall technical supervision of the
budget programmes 7
(e) To design and recommend essential forms, scheduleg
‘and reports necessary for budget procedure.
(£)  To supcrvise the preparation and revision of the
budget manual for the approval of the top managemente.
(g) To furnish analysis of the past and future costs to
the econcerned heads of the sections.
(n) To translate preliminary poliey decisions into the
protable alternative effectepn future educational opera~
tionse ’ ,
(1)  To prepare bndgeireport- on individusl and group
reports on the performance of the budget team.
€3) To snalyse and interpret variations between actual
and budget allowances,
(k) To be responsible for certain budgetory clerical worke
1) To perform statistical analysis of various types on

requestsy
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5.5  Budret committee
It is advisable for the college as well as the institu-

tion of higher education to have a mgtanding budget committee®
composed of the president, the .rincipal, vice=principal or
the cirector im~charge of financisl operations, the director
for budgets and the heads of various sdministrative academic
and students departmentse The enomuittee should be in
sdvisory mature, Budget manunl should specify exaet duties
and regponsibilities of thig committee. However,important
aspects regarding duties and responsibilities can dbe men~
uéned to be consisting as followss

(1) Receliving snd reviewing budget estinates from

‘warious divisions and departments and to make recommendations.
(2) To recommend decisions on budget m«tters where there
may be conflict between departments and divisions.

(3) To recommcnd changes and also approval of the plamning
budgete '

LY To receive rotudy eanslyse periodiec reports comparing

the budgets to actual performance.

(5)  To consider the policy vith respect to follow~up
proceduree

(6) To conslider and recommend tl;e revision of the budget
wvhen conditions warrant sos

(2) To consider changes in the dbudget policy and procedures.
(8) To make recommendations for the bucget manuals
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The common temdency seens to be that of establishing

budget coumittee and then assigning to this committee the
responsibllity for dbudget yrogramming. 7This would not be
desiradle, (bmittei works too elowly involves so many
Oiverse interests that do obstruct the day=to=day budget
workinge It s felt thet ££ the coumittee would be really
effective 1f 1t 1s used in the eonsul_tauvc capacitys It
~would aleo be in a position to establish effective co~
ordinations

5eb Approaches

it 1s post desirable, in fact axfowatic, that all

budget obJeetives ghould be uvetermined through full co=
"operstion of those who are responsible for achieving objec~
tivess Intelligent persons resent arbitrary orcers. They
normally take more interest in sccouplishing objeetives and
plans which they have a part in formulatings Observations
indicate that there 1s & good deal of extreme type of doubt
in the minds of many heads of various department, especially
in the »ind of many in the academic departments. This is
-beesuse they are not in the pictures The result is that
there 1s en absence of active participstions They make
1ittle effort to following budget.a

8 Many manngements have indicated that there 1s no
need that they ghouldy "They should not dabble in the finan=
cial matters, nor should they feel eoncerned sbout finance,
their job being to leeture on the subject assigned to them
and they are not expected to ask any embarrasing uestions
like,hov, why, etce and they even try indirectly to mske the
budget unworkableg’
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One of the remedies that ean be ;uggeated to meet the
situation 1s that the dudget director should not make thelr
budget, but he should merely supervise its compilation. The
budcet director, the chief accountant and ststistician, the
depsrtmental heads working in elose collaboration with each
other should construct the budget, Letting departmental
heads, actually, help to set their owvn budgct estimates has
several advantageg and the most important Just nov relevant
advantage \h that the teolipg of eo=operation and resgponsi=
ﬁxlity is very much greatly enhanced, and then tlere is no
place for the feeling that the dbudget estimates are not
faire

This does cartainly not mean that the estimates of
the heads of the department should be treated as final and
be accepted ag they are., No plan or estimate submitted by
8 financially subordinate authority, chould ba accepted
without & careful analysis snd studye Top execi.tive in the
educational institute, namely, the President/Chairwen of
the Board of Managewent, the Principal must make the fipal
decisions However, heads of departments must be properly
heard, '

Se7 Budget manual .

Budget manual 1s a statement incorporating details
regarding organisation, responsibility and the standard
procedure that 1s to be followed in budget preparation and

[
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administration. In sddition to the essential details regard~
ing the objectives and ocrganisational set-up, etce The manusl
should neecgsarily indicate details ont
(s) Budget preparation =

(1) Instructions and forms to be used,

(11) Resyonsibility = (a) operational executives

(v) b'ud‘et conmi ttee
v (e) budget director

(v) Budget calendar/ specifying definite dates, for com=
pletion of each part of the dudget and submission of reportse
(e)  Hansgerial budget reports = ’

(1) Regponsibility for preparation « (a) Actual

data, (b) budget data & vartations, (e)
analysise

(11) TYorms and contents

(112) Distribation .
(4) Follow=up procedure
6.0 Procedure
6e1  Procedure for making and sdministrating a budget for
the institution of higher education involves both the
legislauﬁ and executive function. The preparation of the
budget plan end detailed cstimates 1s gencrally regarded ag
sn executive function and this is usually earried out by
the chief executive officer = memely the Principal of the

college and his both academis snd non~acadenmic colleaguesq
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Lay broad policies of the institution and the specific
decision regarding the amounts to de raised 1s thought as
a legislative function.

6+:2 Factsors influecncinz the g8 nf emergence of
the %ud 3 ea]ure

Budget procedure of a collegels influcnced by a
number of factorse First factor = This procedure would
vary with the philosophies and policies, approach and the
slze of the college as well as the type of the dbudget.
Budget may be either taken to be a flexible document /that is
werely expected to serve as a mere gulde line, an efficient
effective tool for college administration ,or an Inflexible
document heving a panctity aud ss such a document that can~
not be eagily ultered‘ or changed, Secondly, one epproach to
the preperation of tho:bndget ia that of firstly estimating
income from all sources, expenses are then estimsted and
sntched sgainst the expected incowee If the incnme 1ia in
excess, the problem of preparing the budget and the proce~
dl;l‘ﬁ is very much simple. lHowever, if the necessary ex-
pences exceed incoue, it 1s essential either to find out a
bev gource of income or reduce expenditures In such s cage
the procedure requires a careful review of all estiates of
income and expenditure so0 as to ascertain that no error has
been mades Another approach in the development of budget
is that of giving primary emphasis to the expence budget, on
the theory that acsdemic procramme and its objectives are'
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more important and therefore, no mattor whatever may be the
costs, money must be found out to finance budg.t requiremsnta.
This may result many I‘tIIEI in a deficit financing. Deficit
bﬁdgst ean be brought to balsncing by either through fund
raising operations or through specific sctivities or by
borrowing from bankse (However, it 1s to be well appreciate
ed here that if the funds needed to mcet the requirements of
the deficit budget do mot materialies and if the college
does not possesa reserves to absorb a continuing deficit,
they may be headed for s financial crisis)e

6.3 Procedure involves the preparation of educational
expenditurs and finance plane In this approach, therefore,
‘the procedure is firstly to preperes (a) an educstional plan
indicating the scrpe of academia procrnmeipropoud for the
incoming year, together with all specifications, reflecting
educational philosophy developed over yecars and policy,
organisation, number of students expected to be served, kind
of personnel required to be employed, the work programme etce
developed on the basis of faculty, department clssses etcs

It has been observed that very few institutions of higher
@ducation set forth, even in the budget preparation proce~
dure, _Sxot to talk of educational philosophic objectives, as
reflected through the work schedule for a given fiscal
perlods Very few budgets sliow clearly what the educational
obJectives are and otill very few get forth the purpose of
higher education, special nceds of the community the type of
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the organisation, iho extent of programme of the institution,
the institutional personncl to caerry out the programme, their
salaries together with the benefit, the nature of various
supplies needed, the nucber of students to be served, the size -
of the class, tcaching material, the book supplieas, the kind
of the educational plant through which the plan 1s to be
operated, Lducational plan i3 to be followed by expenditure
plan[\-'hich 13 really translation of the educational pro=
gramme into expenditure prograzme = a kind of a technical
activity involved in buciget makinge Such a trauslation re=
guires the bage of past experience and the ability to have
coet approach e.ge Cost of personnel services, in the expendi~
ture, progremme baged ob salary schedules adopted and the
placement of various personnel in the various grades in the
salary scheduley This requires information that fs colleet~
ed ?:’p;iod of time and 1s to reflect any changes that may
be needed during the perlode Lstimates of material supplies,
€tesy 2re to be bused on accepted standards of consumption
and qualitye, This is the data thst 15 to be assumed over

8 perlod of time¢ and can bencficially be included in the
*Budgét work book® which is a source waterial from which
Getalled estinates can be worked oute Althourh adoption

of such & work book bas been repeatedly advocated, a number
of institutions bave not adopted them. Amother aspect pee
quireg attentions It is actually posatble for the ,
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administrative authorities to make what 1s termed llulump sumn
bndget'on which largest ftems of expenditure are estinated and
set-forth, budgets that are based on the preceding year's
figures without much analysis of the educatlomal programmes
In contrast to this method, there 1s another spproach in which
there is the transintion of the eduecstlional programme in the
expenditure in a most detalled manner. Lxpenditure 1s brokcn
in the categories such as Oencral Administration, Academic
Administration, Students Administration, Flant Administration,
Maintenance fiized charges, Capital Outlay, Debt servicing, etce
This expenditure pro.ramme is given in the tabular form,
giving, not only the detsils of the current year but also
figures of preceding yearse Next aspect is the financial
plen vhich shows the complete picture incorporating income
from all sources and 1t 1s to be seen as to how the ex.ended
revenue is satisfying the demand of equndituro plan. In
fact, 1t 1s argucd that an unbalsnced budget really ceases
to perform its functione

As regards the approach it must be made clear that if
the furds nee¢ded to meet the requirements of the deficit
budget do not materialise and if tn§ colleges do not have
reserves to ebsord continuing ceficits, they are headed for
financial digaster,
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7.0 Size of the college and the budret procedure
Budget procedures of the college would vary mainly in

accordance to the size of the institution. A very small
college can prepare a budget on a simple form and adminfster
its outgoing financial operstions b; the use of very sicple
Je

However, as the college becomes more and more complex in its

budget reports (as wentioned in the Appendix

organisation, the budget procedure is to become more
sophisticateds Institutions having an enrolment of more than
1000 students snd multi-taculty‘eonposite colleges should
have sophisticated budgets and budget procedurese

. CcYy O [ Pr educational estn 8. n

8.1 Another aspect of business and rimncial:dninhtu-
tive poucy,‘":n‘;u;r the important pre=condition of financial
administration through budget’ls farmulation and coamunica+
tion of business and financial policies through the issue of
manuale It 1s desiradle thayt there should be elear policies
regardings (a) funda/ policies governing their syetem of
aceounts, enumeration, classification, designation, authority
to expend, investment of funds, (b) authority for expenditure,
control, depositing, (c) policy regarding compensation =
salary (4) policy regarding acadewic, non—academic staff
benefits, (e) budget poilcy, tuition fee policies, (f) loans,
fecilities equisment, eapital assets and expenditure, (g)
financial policles regarding non-specific activities, etce
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9.0 Type of the budget and the pracedure

9.1 It 1s the type of the budget) that also influences the
procedure. It appears that in sddition to the normsl routine
type of tresditional budgct for the higher educational institu=
tional activity on a gpecific year (this may be academic or
financial year), there are the gystess of multiple year
budgeting, and (b) programmépudgeting. A multiple budget

forecasts ,development of budget programne over a ;iven number

of years,s It is usually developed year b; year, fuch a
budget formulstion requires & long rsnge planning projecting
and co-ordln-ungl thean in the single year bdudget procramme,
Here, in addition to routine factors that are to be consider~
ed 1in the formulatfon of a single year budget programe,
factors like trends in enrolment, related institutions and
their programees, sconomic conditions, government policy and
prosrammes as vell as the physical and fiscal limitations of
the lnstltntiﬂo:n? “Hcl:i‘;.';ﬁ:) year lmdget\(s said to be more
cosinble,u it provides a measure against wvhich indivicual
year's periormance may be related and judged. Multiple

Yyear budget can be adjusted to inclcate changing ernditions,

as each individual year's budget 1s devolopcd.’

9 The Budget and the College Planning Association
of American Collegese Washington LeCe 19 .
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10,0 Formulation procedure
10.1 7This involves the esnsideration ofs (1) budget period,

(11) gegments, (111) budget centres, (1v) agsigning budget
centres, (v) preparation of draft proposals regapding cash
inflow, cagh outflow plans, (vi) development of standard
form of plan, (vii) compilation, evaluation, balancing, (viii)
review referring back and readjustment, snd (1x) formulation
of final draft proposal.
102 Determination of budget period
The period may be month, term, semister, half-calendar
or total calendar years The dudg:et masy even be prepared for
tvo to five years in advance, However, by increasing the
time range, & budg:t is made a part of the planning proocess
in the institution of higher education. Most of the institu~
—tions sre preparing budget on the basis of ealendar fiscal
and academle year, the academic period being froam 1lst July
to 30th June. However, the length depends on the purpose
of the budget,
10.3 VMain sepments of the budget and their development
There are two lmportant segments of the badget for
the institution of higher educations (a) Income or estimated

cash flow, and (b) Expenses or estimated cagh outflove

In preparing the income or estimated cash inflow,
budget, estimates of incowme from ail sources 1s to be made,
1t 1s said that the budget operation is the most successful
one which develops an incowe estimate very conservatively.
(Hcpresentstism. chart attached).
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Factors that ere to be considered here ares (a) expect=
¢4 enrolment and its pattemlcad gross and net income from
fees, (b) endowment incoms, (e) financial support or grant in
ald xﬁem, (d) short term balances that ere received in
excess of immediate needs (although the good administrative
feature 18 to e nvert the short term investment into reserve
that may be used for meeting unforeseen contingencies, (e)
income from book store and other auxiliary services, (f)
income from sales of product, and (g) incowe from e¢vents 1ike
dramas, from rental facilities provided, eta.

106  Expenses or cash outflow

The preparstion of cagh outflow budget 1s to accompany
by listing all expenditures for shich higher educational
institution has a eontinuing enmitment including sgluriea
of the sdministrative .'““’ teaching staff. To these must
be addeds (a) incresse in salaries, (b) increwent in the
employment budget,(é) nev programmes, (&) new gtaff, (e)
rennovations, (f) costs due to revision of curriculua = wp=
grading and the fmprovement of quality of the institution
and otherss Totals of these would provide an estimated total
expenditure figures Caleulating this expenditure figure
and anrelating it to the projected income or eash inflow will
show, whether or mot the institutional fncome is adequate.

At this point in the budget procedure, it L8 necessary to

reviev income or cash inflow estimates and expenditure
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projections to determine vhether the total estimated figure
18 in excess of the total eastimated expense. A preliminary
budget might have had & series of misealculations that ought
to be corrected here.
10,5 Budget centres
(a) Budget centres are used 11_1 large institutions to dring
together and control expenses for specific types of activi-
tiess These activities may be "depnritments", “buildings®,
*projects™, 'pfogramn’. The final decision regarding how
many activities thw institution must have will depend on the
policy regarding budget centress However, 111; must be remember=
ed that it is not desiradle to have too many budg-t centres
as they may result in the loss of effortse
(d) A gmaller college also way use budget centres.
(e) £ach budget centre may be designated by a number and
all expenses of each budget centre c¢an also be designated
by a pumber. (Illustration in the Appendixs) The number of
budg-t centre and expense clagsification should be set forth
in sulfficient detaus/to assure proper budget control when
once the budgets sre preparcds A gystem of coding also be
adopted,
It 18 not possible to classify every expcnse strictly

on the basis of budget centre and that ig why sometimes
the probles of allotting unclassified expences arisel While

it $s alwvays desirable to clagsify expenses on the bagis of

budget centres, yet ecrtaln over runs do occure Hany expengses



164

meterialise which are not dbudgeted for. Here at leagt for
the subsequent period, it is desirable to classify them
seccuratelys Minor over runs of a budgeted elassification
or minor chanzes to an unbudgeted classification may be
allowed automatically, provided there are sufficient savings,
in other clageiffostions {except salary clagsification) to
off-set the charge in question. If the charge is beyond the
amount allowved by policy, th¢n the budget adjustment request
is to be 1ssued and apprdnd by the relevant authority.
Budget control guildelines must be establishede Thece
are the policies which f{ndicete the use of funds. The con~
trol may be by line = (i.e. one budgct itcm or clagsification
group) €’ the budget = as a whole)s Concept of budget centre
1s sometimes adopted in another fashione This is particularly
8o vhere the spproach 1s that of procremme dbudgetings The
approach is baslenliy & ecost epproachs In & pro.ramme or pro-
Ject budget, the prozramme or the project becomes the budget
centre, and it is the yrogramue or the project that all
services etce, that sre rcceived from every other programme
are charged. (e.ge salary allotment to the programme in
proportions of efforts where the same person is vérklng in
two cepacities., The end result &s the indication of the
cost of the programmes. Lxact result would be besged on the
accuracy of various assumptionss However, the worth of 2

college programme canmot be Judged merely by fiscal operation
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alone/ as educational programmes are not intended to be

evalued in that manners
1.0 Yarious rtages mnd phases in budget procedure
~11s1 Although the governing board, usually through its
budget committee, is to approve the dbudget, its preparation
is to proceed through various stages. Before they can be
considered and approved by the rightful euthority, dbudgets
are to be prepared in the form of proposed éraft budgetse
They are to be developed by the heads of the depsrtments and
then collected snd presented by the Principal to the final
approving smuthoritys. For such & preliminary preparation, an
orderly line of procedure 1s to be developed,
11,2 Agsizning budget centres

It 15 for this purpose that it ias desirable to assign
budget centrese. In ths appendix a proposed plan of the
distribution of budget centre is ivens The working arrange=
ment is that the necessary control guidelines are coumunicate-
ed through various control centres {Appendix N0. ______) to
the offices under administrations These in turn are commu~
nicated to the depsrtment or budget centre cirectors (depart-
wentsl heads)e It 18 st this level, nemely, the level of
budget eentres, that the budgets are initislly compiled.
11«3 Budget preparatisn procedure

The first requirement on the actual preparation is to
develop required forms (Appendix) incorporating the necegsary
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information therein, Initial form should be such as can
present suffieient informations

It may be desirable to Llucorporate in the form, spprove
ed budget of the preceding year as well as the ectual results
of the last comsleted yearse Sometimes the budget prepara=
tion 1tself takes sometime and during .thll period there might
be actual expenditure of the presem‘year. In addition to the
elagsification forms (Appendix ) there wight be a

number of supporting details, explanations, etece Then there
is the letter of tranemission. It 1s neccessary that these
forms a;xd draft letter of transmittal together with the
speciasl guldelines to the budget centre, should be comuuniecated
ss early as posslblc/ before the budget year starts. Actuslly,
it scems to be desirable that suceeeding budget preparation
may start as soon as the current budget 1s gp,roved. However,
this 1s possible only if the necessary budget procedures, forms
and schedules sre well established, ,
1l Completion of sectoral budgets and balancing

when the ®"gectoral budgets® are eomplled they are then
to be forwsrced to the mpext levallwhxch for the college
would be that of the administration office under the Principal.
Here tie main sctivity is t» review all the sub~budgets re=
celved from varisus budget centres mand ts co~ordinate thom,
It 1s the office which reviews, evaluates and approves the
budgets and relates them to the total allowance npproved/ when
they sre found to be apparently in order, then they are
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forwvarded to the budget director (Finance 0ffice) to be ecom=
pared with the guideline npprapristions. if in order they
are to be presented to the board of Trustees, the flnal
budget proposals All the budget centres are to follow the
samé procedure through thelr respective channele. It is
found t‘o@po very much usornl’durmg this proceduro/to process
budgets to mdify budgets to seceptable stage as frequently
as posn:blel 80 thst the entire institutional buiget develop=
Bent may proceed accordingly. If the entire fnstitutionmal
budxe(\h developed prognuive'ly, then 1t 18 possidble to ad=
Just guidelines to the eentres having the dirficulty to stay
within the allowance. '
11,5 Heview,talanscing and finalizetion of budget

_when individual budgets have been gemerally approved
and assenbled, it 1s alwnys found that expenses exceed the
am~runts availebles In such a -xtuauon/:lt becowes necessary
to reviecw ®income computation”™s It may be that certain
ssurce of income might have been overlookeds There may be
programnes amd proposals in the expense estegnries whose
incomes have not buen taken into sccounte In such a case an
addition (income) to the ecagh flow wight have been in effect
overlookede bhen incomes have been verified and all the new
factors eonsidered, the budget dlreetor 1- to agsewble again
the 1nt’omtian, cet 1t typed and trnnsit it, as refemd
back, to each in-charge of a major am of responsibility =

in~charge of budget centres - with a recompendation to review
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and readjust, After receiving, revicwed and readjusted gtate~
ments, these sub=budgets are to be reassembleds It is to bo'
found mow, vhether the balancing takes places If the budget is
still out of balance, a variety of measurcs can be adoptcde
One of the methods to enforce a percentage ent'to the amhunts
demanded and agsigncd to each depertment or budget centre.
However, prior to this method of enforcing a cut, it is
desirable to do efforts to readjust and balsnce by discussion,
couprouise, etece., and thus through discusalons, deliberations
and pegotlationa’to bring the budget to balance. After all
direct cuts ere arbitrary and undesirable and they therefore,
are to bo, ag fay ap pouibh,-voided. A third alternative
sometimes scews to be that of accepting deficit budgot,
accepting, to carry deficit over the yesr, elther expecting
that some unexpected mirscle might happen and in itas ultimate
situstion budget may be found to balancing or expecting that
additional efforts in fund raising might result in the
balancing of the budget in sctual effecte.

12,0 Budget presentation and sporoval

12,1 Compilation and presentation to the President to~
gether vith supporting data,

After these reconcilations and readjustments have taken
place, and ultimate figures are agsembled and analysed, /
under major expense categories, it h necesgssry to verify that
all the expenses sre in line, Then all these pepers are to
be presented to the President/C.aircan of the Governing Bodye
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It 18 desirable that all these papers may be condensed and
preoented,ao thst while they are eoncise end they do present
sufficient end adequate information. In addition to these
papers, sufficient supporting data is also to be presented,
As rcgards thess supporting data, no specific form or conw
tents can be suggesteds This data is to be collected and
presented in a manner, that suits best to the person wvho is
pressnting the budgets The main theme that Ls to be kept in
®ind is that swhereas the board, the primary authority, on
whom ultimately the responsibility of the institution rests,
the board must be given full, complete and accurate informa=
tione ..
12,2 Discugeion and deliberstinn snd sporaval »nn budpet
The budget then would be discusseds Various alterna=
tive eourses are open to the Board, Eithep the budget may
be approved or not approved, It is possidle that bndget*my
be approved vith certain qualifications or sndificationse
In such a gitustion these qualifications and mndifications
together with explenatory observations for the same, bo
comzunicated back to various budget centrese Another ale.
ternative 1s that the proposed budget may be referred back,
This proceas of revisw, referring back, readjustment, ete.,

1s to continue till the ultimate spproval of the budget by
the Board takes place,
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12.3 Post spproval actions snd pracedures
) '
The budget is usually accepted by ra.olutlonllndicat-

ing that ‘the opecrational budget of the college for the
specific year and as presented by the President with the
estimated receipt of rupees and estimated expenditure of
rupees has been lpprov'ed: 4

As soon as the buiget 1s approved by the Bosrd, its
copies are to be prepared and these coples, one to be imme=
diately transmitted not oanly to the persons incimree of
budget c'entreav but even to individual departmentse This is
to be dne through the same chain of authority in the reverse
sequence in which budget proposals were received, The wain
obJective here 18 that everyone involved will have a copy
of the budget for his own area (Appendix o 1t is

desirable that the President sends a lctter to all together
with the master sheet of the budget together vwith a geparate
document expreasing the sanctisned budget for a gpecific
budget centre or department indicating thereby that this is
an officlal buwdget for the specifie department for year

noteds It 18 also desiradble thest this letter emphasises
personslly the importance of supervision and control and the '
importance of operating within the firancial 1izits sanctioned,
It 18 alzo Gesirable to send along with this letter and docu-
ments a cash flov form with en information letter (Appendix
) TOQUeSting the departmentsal head to project ns far
&g possible, accurately his plen of c¢xpenditure, It is to de



171

noted here that the income estimates are already put on the
cssn flovw basig by the finance officer. The expense cash flow
projections (instead of following the chain of supervision
developed in the preparation of budget) is to be eent directly
by the depesrtment to the finance officers Finance office is
to group this up, with others |50 that the projected plan of
the total e-~sh outflow for the entire institution may be
developeds Finance office is to project and enupare this with
the esticated/projected Cagh Inflowe If the Cash Qutflow
plecture of the depsrtment is not favourable, a discussion
with the department 18 not favourable; & discussion with the
departmental head {s very much desirable, It is through such
a discussion that favourable programme may be developed, If
the Pprogrsame balance is favoursble or ecceptable, then the
finance officer 1s to send to the head of the depnrtllents,an
Official Cash Outflow Plan. This document is expected ta serve
as a gulceline to various departmental heads in their fiscal
managements Coples of this Official Cash Outflow plan may
be sent to all those who sre interesteds This official eagh
flovw chart is usually identieal with the workesheet cagh
outflowve
(a) Monthly Reports A

4 schedule of cash outflow for specific budget centres
eand departments is to be wainteined by the finsnce ot‘ﬂce’ by
months and programme sccumulationse These cchedules are uged

for comparison snd reviev of monthly op: rating results = (for
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reports to the priucipal, treasurer and qusrterly reports to
governing board). Arising out of this is another important
aapeets One of the necesgsary tool of effective buwiget eontrol
is the use of periodical reports(that will be meaningful and
\userul in budget supervisions Such reports are expected to
indlicate accumulated actusls through prior month = current
wonthe psyments (cash expenditure) accumulated psyments to~
date, outstanding requisites, total expenses todate = bulget
sllocation todate, budget allocation gains or losses, over
drafts, etes 7Thc maln i1dea 1s that the varisnce betweoen
estimated dudgeted and sctual outlay is to de correcteds In
case an over draft item occurs then there should be an imme=~
diate review by the concerned personss It ia necessary to
exsmine that whcther the overdraft or unspent balence s
temporarye 7This differcnce may be the consequence of the
short~comings in Cagh Flow planning and possibly it uight not
be reflecting eny deteriforation in the situation. If the
situstion is not such as cen be corrected automatically, then
a eonsideration for adjustment and correction in the dudget
is to be done, Possibly there might be grvings unnoticed,
within the budget classification end these can possibly be
used to offeet spparent defictency, Recepsary trensfers can
be done, However, they are to be authorised and done at the
appropriate levels If the overdraft cannot de adjusted in
the above mentioned msnner, then a policy watter becomes ine

volveds Wheth-r the overdraft is to continue, or whether it
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is to be viped off through budget adjustments and incresse of
the original allowance, 13 a matter of policys A standard
procedqre is to t;c developed even for waking such resdjust=
mentsy, 8 procedure which cnsures gatisfactory authorisation
and documcntation.

Along vith the monthly expenditure reports, the depart=
ment £s to send supporting information and documentation.
These are expected to be helpful in the interpretation of
wonthly reports.

{v) Itie final reosrts

The final reports are to be presented to the governing
board = Principal = treasureres These reports should be
concises However, they ehould be supported by documents and
whatever additional information, requested must dbe furnished.
The budget director and finance officer must have full and
complete ‘hu‘ormuono



Appendix No.ls Budget Centres and their Allocation

1.

24

ke

{Main five centres further divided into a
numdber of sub~centres) )

The President or Chairman of the educational society

and the secretary
a) Office of the educational society
b) Developwental office

Office of the Principal, the Chief Executive
a) O0ffice of the principal
b) Genersl office
c) Pudblic relations
1) Relation with university
11) Relationship with govermment
111) Relationship with the academie bodles
iv) Personnel administration

Office of the Yice-Principal dealing with students
administration or Dean of students and student

- officers

a) Students general administration

b) Administration of students welfare services

¢) Administration of students sctivities

4) Hostel

Office of the Vice~Principal (Academic (or head of
department, senlor proleasor)

a) Instructions

b) Lidrary

¢) Laboratory

174
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Appendix No.l (Continued)

¢) Garden museum
e) Organized research
f) Special educational activity
9+ Office of the Vice=Principal Business Finance and
Plant Management ,
8) Business and finance office
b) Estate and plant managemwent
¢) Auxiliary enterprise
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Appendiz No.4s Sources of Income for an Institution of
Higher Fducation

- W W W ® ST e TS eSS S ."-"---.'----

:Previous Egtimated Remarks
year for cur=
actual rent year |

LA B L B AR B I B BN B N O e N XY - o o e
V
i

le Opening balance rron
previous year

2; State grants and govern~
ment appropristion

a) Maintenance grant

b) Salary DeAeyHoReAe
grants ete.

¢) Other recurring
grant

Total

3¢ Fees end Finep
" "a) Tuition fee

) Tutorial fee

¢) Laboratory fee

d) Library fee

®) Adzission fee

£) College examination
fee

g) Transfepr certificate
fee

h) Gyakhana or students
activitiea fee

1) Administration fee

3) Admission charges
for games

k) Attetics fee
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Aggendix Na.l 3(Continued)

e R e W A B R BN AR N RE B R R N BB B B L

Previous |Estimated | Remarke
year for cur~

iaetul rent year

1) Auxiliary enterprisa
fee

|
_ m) Student centre fee %
n) Deposits forfelted : |
o) Health services fee

p) Excess of food
service

q) Orientation fee
?) Stucent union fee

8) Cycle stand parking
- fee

" "'t) Funds held in trust
it) Finea = late payneht
v) late registration
¥) Special examination
X) Breakage fine
7) Penalty
z) Bousing operations

Miscellanesous

Total
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Appendix_Ro.l 1(Continued)

.Q"Q-'-------.-|---'-(‘----‘.’~-‘

Previous Estimated Remarks
year for cure
sctual rent year

- w W W W W@ SN @S oG eSS D WSS WS e

%« Subseription donations
rom

a) Income fronm endowment

b) Subseription donation }
from v

1) Staff members
11) Mapagement ‘ i
111) Others
.iv) University

S5« Migcellaneous receipts

Total

.---’-----------1-.-‘-“-‘-“‘--.



Appen¢ix Fo.6

Budget arigon Sheets
(A)«glncoc:m& {B) Expenditure

-

- e ® & & W B " B % e

(A) Income

a) Govte.appropris= |
tion - ‘

b) Fee & fines
¢) Lndowrent
4) Gift donaticns
e) Organized edu~
eational
. gctivitles

f) Auxiliary
services

&) Othor sources

h) Current
barroving

1) Scholersgnips

Total Income

(B) fxpenditure

&) General ade
ministration

) Stuuents ad~
winietration

-’--.“-O.‘--‘--.‘..'.

Preceding year Proposed |Ciffer= Remarks
wewe budget  ence

' Budget Actual for cure (32)

1r0nt yeay
(1) . (2 | (3) . () (5)

- - .. ee e en e w
: i
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Appendix Fo.6 (Continud)

(1; @ 6 ! W (5

.'-----.-.-

¢) Academic ade
ministration

d) Business fi- \
nance ad= !
ministration ! ‘w

e) Plsnt ad-
ministration

S S

£) Publfc relations i
administration ‘

¢) Personnel ad=-
minigtration

h) administration
of auxiliary
Bsrvices

1) Annufty end
" loan pepayment

J) Miscellaneons

Total Expenditure

Surﬁlus or ‘
deficit |
;
Total Expenditure
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Aggend!x Nﬂoz

Salary Data

¥ajor area »f increase percentage of increase and sdded personnel

Year
Amount Fos of
| 8e  personnel

1. Total increape (including salary .
increase prowotion sdded res=
ponsibility nev personnel)

2+ Salsary increase: added reg»
ponsibility promotions

1, Administrative gtaff
2+ Academie staffl
3e Clerieal stafy , :

v 5.7c1asa Four non-academic,
© non-administrative staff

Total’

3e New programme and major expansion
and new aGded staff

1s Full time

a) sdministrative ?
b) Academic 1
c) Clerieal

d) Menial clags Four staff

Total
2¢ Prrt time

8) Administrative
b) academic
e) Clerical
d) HMenial clags Four
Total
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191

LA A A R B B R R B B B A R B B IR

. Group

Average percentage of irncreage by

rack or class

1.
2e

3o

Se
6o

administrative stafl
icadeunlc gtaff '
a) Protessor

b) Asstt.Professor

© @) Lecturers

d) Demonstrators

- Non-academic administration

%e - Clerical

kaintenance staff

Overall zversge

i
!
i
i
I
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Appencix No.88 Academic Administration
(Instructional Staff salary)

Year (1972-73)

! Ko,  lovw ghest Average
- W W e WA W S e WS EWw (e w -..‘----

-.--“-..'-----;-.-1-Q'E‘-“‘IC--.

1. Acedenmic administratfon | ' ‘ ‘
2. Head of department ? l“ :
3. Profescor “ ;

ke Asstt.Professor 3

5« Instruction demonstration

Overall Total

|
)
'

knrolment Comparisons

.".-.‘.....--."...--‘_--..-1’-...

Estizate Estimate Actual
1972=73 1971~-72 1971-72

R R R R T T ariaiaria Ao e g AR
Under Crasdus=te
Arts

Selence
Commerce
Education
Total

Poet Graduate

Arts
Science
Commerce
Education
Total

Total graduate and

LY. PRRTORY PRy i



203

Appendix Fo.11s Operations of Budget
Year = 1972+73

-.------------!-----d-‘-“‘.-.-'-

‘Receipts Expenditure Balance
‘ Bsq B e

L B B B R KRB R BT SN I I RV R RN e

1. Arts
Pre=degree

First year
Second year
Third year
Total under-graduate
2¢ Sclence
Pre~degrse
_ _i"‘lr-st year
Second year
Third year
Total under~graduate
3+ Commerce '
Pre=degree
First year
Second year
Third ysar
Total under-graduate

ko Education
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Appendix Fo.11s (Continued)

EI I R R I R R R I I NP

Receipts Expenditure  Balance
.Q .- ..

AR AR R LR RS SR
\
Se Postegraduate
Arts
Comzerce
Science

Education

i

Total .

i
.-..-‘-----.------.----Q--.--..



Appendix No.1l4t Monthly Report of Budgeted Lxpenses and Actuals

Budget Centre Sanctioned Amount

Month - Year Balance

pn..-..\-‘.-'.-‘--.--.----d-.----.‘O-‘-.-.‘----’
Department ense Accumulated Current Accumulated Sanctioned

ceNoe actuale month payment amount
through

prior months

.Balance

g1d
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Summary

1, This note on 'Budgeting' and Financial Administration of
colleges and the institutions of higher education in the State
of Maharashtra, opens vith an analysis of the concept of
financial administration in relation to I.H.E. (Institution .
of Higher Education) and eollegess The first part deals with
the financial functions, their operational analysis, clasai-
fication financial cycle and the place of budgeting in the
subsequent part of the preliminary observations, evolution and
the under developed stege of budget making in I.H.E. (Ingts=
tution of Higher Education) and ecolleges in Maharashtra has
been discussed. It 18 In this connection that the dirth of
literature on this subject is pointed outes At the end of this
first part, a broad outline of the proposed note 1s incor-
porated,

2¢ In the second part of the note ecertain conceptional and
definitional problems have been considered.: While it is men~
tioned that most of the definitions on budgeting are in
relation to the corporate business enterprises and government
sector, an attempt 1s made to develop a concept of budget for
the institutions of higher education.-

3« Part three deals with the purpo;o and significance of
budgeting in l.HeEe and collegese- It 1s in this context that
the significance of budget as a "tool of planning, controlling,
coordinating® in the conducting of an institution of higher
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education or the college is brought out, wWhile explaining the
budget as an "instrument of wansgement® administration short
comings and limitations of this instrument have also been
presented,

4. In the next part, analysis of the atpl;u@ea of existing
managements on budgeting have beep reviewed, txisting con=
trovereies and main issues involved there in , especially on-
'Mechanical versus Function budget's Periodic (yearly)
versus Continuous budget, Administration dominated versus
Participating budget and Centralized vergus de-centralized
budget have been presented, '

S« It was fe}t necessary that es-entials.of an effective
efficient sound system of budgeting ought to be drought oute
Accordlnély in the Fifth part of the notelnain pre=condi=
tions to s-und system of budgeting namely, the support from
the 'top management’, development of a suitable organisation
for budget worke Budget staff and their vprk, appointment,
authority and the responsibilities of the Budget Director,
the creation of the budget Comnittee, Development of suitsdble
approaches and procedures and their incorporation in the
budget manual all have been presented,

6e Subsequently in note from part Six to Eleven, Budget
Procedure 1is diaguesed. Here the entire approach being a
positive one instead of spot.lirhting the existing deficien<

cies in the operating approaches and procedures, correct
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approaches and procedures have been pointed oute It 18 in
this connection that the legislative and the executive aspects
in budget waking, factors influencing the procedures and
practices in budget making, including the size and type of
the institution or the college, business and financial
policies of the institution or the college, type of the budget,
budget period, main segmwents of budget, and thelr developument,
budget centres, cash out flows and the establishment of guice
1lines have been discussede Finally various phases and stages
including the allocation of budget centres, preparation pro=
cedure, compilatison of the sectoral budgets, their balaneing
and for that purpose reviev, readjustument and finalisation
h;ve been discussede
7 Rext thes actual pregentation of the budget to the
President of the governing body of the society, representing
the 'top management' discussions and deliberations over the
same and the approvul procedure have been discussedes Finally,
in this part, ﬁhe post budget spproval actionq and proce=
dures including intimating’ *sanctions®™ to respective budget
centres and through them to the respective departments and
Sections as well as the procedure that 1s to be followed in
getting to the Top Management, monthly and the final reports
on ‘cagh Out-flows also have been discusgeds |

Part 13 gives a 1list of Appendixe Here an attempt is
wade to develop a number of forms and formatse These mainly

include a statement regarding the identification of budget
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centres, proposed forms for preliminary estimates on enrol=
ment, incomes from tultion fees etecy source of income
snalysis sheet for studying the estimated increase in the
expenses, eash out flovs comparison sheet have been present~
ed. bLhereas salary expenditure (representation 65% to 85%
and sgain in that expenditure on salary, payment to the
‘academic staff' forme the major item of expcnditure, forms
for the analysis of salary data and more particularly for

the salary data of the instructional staff have been develop=
ed¢ Subsequently a detailed format for the college budget
and the format f>r the summary analysis also have been
developed and presented. For control in financial operations
s'ubaequent to the approval and adoption of the budget centres,
Cagh Flow distribution and operations sheets ag well ag
sheets for the Monthly reports on Cash Out flows have been
developed and presented, Finally sheets for the Summary
final report on budgeted and actuals aleo 18 incorporatedy
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Aggendi! BO.E

Recommendatisns

1) In the preparatory stage of this note some discussions
and deliberations with (a) Businegs and administrative
officers and (b) Senior persons in the college offices and
(office Superintendents) and (e¢) The college auditors audite
ing snnually the college sccounts, were carried out, It is
however clear that in the process of development, applica=
tion and extensfon of these new techniques in budget making,
this obviously is(not enoughe It 1s therefore necessary
that, from important observations from this paper, & gummary
& prepared and be circulated to the business and finance
offices and officers in the colleges.

2) It 18 true that, at present, different offices and
different persons and ol"ficeu are carrying out businesgs

and financial function in the colleges. So far, these
offices and officers have not even been distinctly snd
separately identifieds It 1s therefore necessary to re-
quest bducational Societies conducting the eolleges ahd fhe
eollege principsls to name those offices and officers who
are in charge of Budgets and general financial administra=
tion functisns in the collegess

3) Having received the names of these offices and officers,

the next important step 1s to organize university or region~



219
71

wise (vhere there i1s more than one university operating in
the region) wmeetings and seminars. It‘ls through the organisa~-
tion of such meetings and seminars that a gystem of closer
comnunication be established, leading to open hecarted dialogues
between all those who are earnestly concerned with the
wodernisation of higher educational administration in the
States
%) A good ceal of follow up would then be needed,. For this
purpose it is strongly recormended that Associations of
Businecss and Finsnce officers be created, These ghould be
reglstered and recognisedy Theso associations have got &
lgt of pioneering wvork to dos Such associations are to
establish relations m»t only with the similar organisations
opersting in region or fn each university area within the

state, but even vith national and international organisations.

This 18 quite necessary, )
5) @Semg convinced that that modernisation of higher

educatiénal administration is & ™wust", goverment
throogh ftsDirectorate o: Higher Lducation shall have to. play
a very dynsmic parte ({(a part which in othepr developed
countries universities play)e As a declared policy govern=
ment shall have to insist’that (a) the enllege should be
reported ag 8 distinct and independent entity, its budgets
and accounts not being mixed with that of the educational
socicty (which eonducts a number of educationsl institutions)
(b) Collecge shall have to prepare and submit its *five year
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institutional plan' incorporating relevant programmes and
budgetss (¢) That it would be only on the basis of a ‘per~
formance budget and actusls® rather than on the bdasis of

»a deficit oriented maintenance" that the financiel support
policy be operated, (d) As a definite policy m<agure it is

to be ingisted that dudget 1s to be submitted in the new
developed form to both the University suthorities as well as
to the Directorats of Higher Education.

$) In this process, regarding the exact role of the Uni-
versity office a problem arisese Observation is that evenb 80
far, university administration is not even aware of the press=
ing need of modernisation of financial administration in edu-
cational institutionse In fact in regard to internal finan~
cial administration of the college, there 1s a peculiar non-
concerned attitude of the university administration. Thig has
resulted in creating a very pecullar pattern of financial ad~
ministrative inferrehtlonship between the university end the
collegese 7This 13 a problem by itself, In cése, government
through its Directorate of Higher Education 1s in a mood or
poeition to convince the university administration and meke
them committed to the programse and undertake this as their
own responsitility, g:f would be ideals In that case for
this purpose/ a Gwpnmntury administrative cell shall have
to be created in each university« This cell working hand in
hand with the University or Regional Association of BEusinces
and Financial Aduministrators, operating at the college level

can certalnly ensure a rapid progress in modernization movement,
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6) However it 1s to be appreciated that within immediate
future this ideal situation may not be possidle. Even uptild
now there are the peculiar out dated regulation of affilia«
tion governing broadly the pattern of inter rélationship
between the university and the college oﬂ‘ices. It ony mot
be fmmediately possible to amend these regulationses In that
cage in collaboration witn the university authorities the
Director of Higher Lducation 1s to establish a direct relation
with the University=wiee/Regional Associstions of College
Businesé Administrators (particularly in matters of organis~
ing work shops on the subject).

7) It is of utmost iuportance that a fresh thought 1s to
be given to not only the existing but the needed staffing

" p-ttern at both the Directorate of Higher tducation as well
as at the university levels Broad observation 1s that the -
eRsting staffing 4e not done either from the developmental
or modernisation poin#ot viewe It is therefore clear that
while the existing “staff development” is to bde initfated
through the organisation of *work-shops seminars" etc., new
staff shall have to be recruited on the bagig of these new
objectives and resulting new, improved Job spccifications
and gualification etandardse

8) It is earnestly felt that sttached to each w.iversity
end operating for each region, a sub~office of the Directorate
of Higher Education shall have to be createdy
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9) TFinally it 1s to be submitted that this note 1s to be
referred to the Joint Board of Vice Chancellors. Joint
Board can certainly (proviced it is prepared to come out
of its conventional cells) contridbute quite significantly
to the cause of modernisation of higher educational ad~
ministrations An immediate action which the board ean take
up %8s to appoint a Committee and a Follow up Committee for
this purposes

10) Any type of eriugal and adverse reactions on the report
are wel® come¢ The only thing 1s that they are to de
communicated to the au'thor.
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APPENDIX NO, 3

References of more 1ggor§ant books and works

Arden, ¥,

Bashue (Ed.)

Blackwell, Thomas E.

Carnegie Foundation
for the Advancement
of Training

Cate, Roscoe

Chirstensen, Joha C.

Greoncugh, Willism C.

mrnb.r‘er » D.Jd.

The Use of Punch Card Methods im
Institutionsl Accounting,

John Dale Russel's (Ed.) Prodlems
of Business Management in Higher
Edugation.

Chioago University, 1935. P.32-48

Practiocal Application of the
Punched coard method in Colleges
and Universities. Columbia
University, 1935. P. 445

Report of ths National Committee
on the preparation of a asnusl
on the gollege and the university
business Administretion.
{Prooceedin s of the Central
Assoclation of College and
University Busineas Officers,
1953. P. 147-34
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