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INTRODUCTION.

An essential tool for an'admihisfrator who is running
a profit or nonprofit enterprise is the lmowledge of costs; es=-
peclally that there is no administrator in the world who hag mbre-
resources than he can use; and when resources ére liﬁited, choi—'
ces have to be made, it becomeg essential_that_these cholces éré;{l
based on an accurate asséssment of the cost situation.VMnreover,'
the continuing life of different institutions is based upon the
extent to Whlch these 1nst1tut10ns ‘are able to adaust themselves
to the 1mpact of costs. Stre351ng the above pOluts related to
costs, the subaect of costs turns out to be one.of the ‘most impor-
tant and crltlcal subaects ofjbu51ness becomlng by thig the essen-
tial base for planning, organlzlng,Eandrbudgetlng.,To avoid risky
position, one of thethsorieé"“ of‘bﬁsiness studies in the name of
-"cost control" was creatéd, Hencé, cost finding; cost controi,
and cost interpretation become all necessary if modern business
ig to survive the complex nature of operations today. No business
organization, large, or small, can operate successiully W1thout
adequate cost data and, above all ~without the proper 1nterpreta—
tion of that data, simply because, the diversification of opera=
tioné, the continuing growth of different organizations, and'mahy
other pfessures, all make it important for anlorganization to

know exactly where it stands all times.

However, on the margin 6f the control theory, most of
tre business studies programs stress the nature of costs and the 
way to account for them in profit uriented or commercial organi-
zatione. cieragarding by this nonyrofit orrariations, the thing .

which left_behind it so many guesbticng abowh oo Lo characteristics




the nature of costs that normally faces them, theirzaccounting--
system, and their approach in treating their costs. For allf -
these questions, the foliowing study-was'formulated, and was
limited to colleges and universities:mainly because'the busi—
ness of rendering a service of eduééfion'ﬁithout the éoﬁcept'of
earnlng a proflt is the most complex system among the others.
Startlng from this p01nt the obaectlve of this, study in its
turn turned out to find out a complete;cost accounting system
which helps determine some‘items.ofrﬂeosﬁs - that are helpful

in decision making at collegé; BUC (Beirut University College)
,is rhosen for this purpdse. To aéhieve this objectivé, it is net
intended that the entire work be purely téchnical, bﬁt rather .
based upon readings in books (listed in the bibliography), and
sitting at interviews with the BUC administrators who constitute'i
the sources of data. Furthermore, the full costs techniques aﬁp—

roach of allocating indirect costs to cost objectives would- be

adopted. In addition to this, and before closing this introduction,

& presentation about the organization of this study must be shown

- up.

It should be noted that this study would conéist_pf Six
chapters distributed as follows; Chapter one deals with a review

of accounting with an emphasis on Eost accounting in general and

the essentials of full cost accounting in SPECl-wGT~Lhe'SeCOﬂ&T“4¥*”“

Chapter is a direct exposition of;the different characteristics
that nonﬁrofit organizations have, with an emphasis on an applied

system in colleges and universities.:The Third Chapter deals with




the BUC organization as a nonprofit organization. with an empha——-—— -

sis on the managerial and administrative aspects of this enter—
prise. Whereas, the fourth chaptef ig diréctly related to the
allocation 6f indirect cdsts{3the fifth chapter is concerned with
the analysis of the results. Summary en& recommendations are all

included in the sixth chapter.




CHAPTER I
ACCOUNTING REVIEW.

Accounting is the science of analyzing the effects of
transaétions, interpreting them and reporting their implications
in periodic rd8ports and statements. The‘figld of accounfing is
divided into two major parts: 1) financiai édcountiﬁg and 2) ma-
nagerial (cost) accounting., The major distinction between them
is their use by two different classes of decision makers. Whereas
financial accounting is'mainly-concefnéd with how acéounting can
gserve external decision mékers.such as credifors, étockholders,
governmental agencies and others, the field of mamagerial (cost)
accounting is maiﬁly'céncerned with how accounting can serve in-

ternal decision makers such as managers.

History of Accounting

An undérstanding of the éurrent position of acéounting
requires a study of the historicalldevelopmentIOf accounting
thought and practice. Accounting developed histdrfdéliy as the
needs arose, changes occurred gradually in accounting téchniques
and concepts, and hence, new accounting practices have been neces-

sary to keep pace with changing economic institutions.

Like most disciplines, accounting thbught has evolved'
gradually over many years. Financial_accounting precedes cost
accounting in this respect. Record keeping dates back-to about

" £ 4 - - T S U . . : -
3600 B.C., and aocue ACCONATL N Ccontsyts con be traced boek to




i 5 =

rearly Gteek and Roman perlods, but the true start of accountlng
is orlglnated in the 1l4thcentury when the double-entry book—
keeplng system which constltutes the essentlaJ - cept of the
modern. accountlng system was first used. However, the first
record of a complete gystem of double—entry book—keeplng was
found in the records of a. medleval merchant of-Genoa, Italy,
originating about the year 1340. It was in 1494 when the first

7 publlshed work describing the double—entry book—keeplng and gl-
ving 1n51ght in the reasoning behlnd the accountlng records.
This work was prlmarlly a treatise on mathematics mrepared by
Luca Pacioli, and it included a section on double—entry bookf
keeping system., This book led to the spreading of what was éal-
led at that time; "The Italian Method" throughout Europe in the
16th and 17th centuries. Among the factors that played als§ an f
important role in the diffusion of this theory wére: (1) the |
political decline in Italy, and (2) the discovery of the new

world.,

With the political décline in Italy at the end @f’fha'“ \
15th century the Italian cities began to decline as a center of
trade. However, the center of commerce mgva@ng_gpain and Portu—
gal and then tco Antwerp and Nathﬂriandé. It was natural then that
the Itaiian gystem of aoublamentry.bock—keeping'should spread to

these counfries.

During the periocd of 16%h - 17th centuries, hthe nurpose
3 . ¥ = R

-

of bhook-keeping turned cout { 1o v =lready stated by fond oli)




tb be a principal. Instead of prdviding information for the owner, B
1t turned into giving the trader without delay, information as o'
his assets and liabilities. In relation to this point, some recent

evidences supported the theory that business was recoznized as a.

separate entity from the personal gffairs bf'the_0wner.

One of the early significént_deveiopment éarly in the -
period of the 17th - 18th Qénﬁuriés was the official recognition
of a balance sheet. In the yéar 1673,.tﬁe Code of Commerce in
France required that a balance sheet be drawn up at'least.every

two years by every businessman.

The tremendous changes in accounting thought occurred in
the 19th - 20th centuries when the technological revolution took
place in Englend, The result of this revolution was that sccoun—

_Vtiﬁg expanded at an accelerated rate because of the rapid growth
in trade and industry, particularly in the ﬁnited Sfates-and
Englend. The effects of technology on business sectors were both
direct and indirect. Some of the indirect effectsewere:_l)'fhe
 distinction between Caﬁitalrand Income, 2) cost as the basis of
asset valuation, and 3) the de#élopment_of fhe éoing—conéern con-
gept in business -7
| a) Unless there is a good evidence
' to the contrary accounting assu-
mes that an entity will continue

TOo operate for an indefinitely
long period in the future,

b Accounting would attempt to measure
at all times what the entity is cur-
renhly wortn o a buyer.




.

¢) That the resources currently
available to the entity will
be used in its future opera—
tions., ¢

d) If however, the abcountant has
good reasons to believe that an
entity is going to liquidate,
then its resources would be
reported at their llquldatlon
value. 1
The direct effects were: 1) the development of the
concept of depreciation — fixed assets have a useful life over.
which the net salvage value is equal to zero, and 2) the develop-

ment of cost accounting.

Cost Accounting

The widespread growth of industrialigation, parti-

cularly in England and the United States during the last half of the .

19th century, gave rise to the development and eXpanslon of cost
accounting. This in turn led to changes in the concepts of 1nvsnto—'

ry valuation, the allocatlon of overhead to products, and the adap-r;

tation of accounting records and statements to serve management as

well as stockholders and credltors.-

Antony, Robert N, and Reace James S Accountlng Text and Gases,
(Homewood I1l., Irwin, Richard D. Inec., 1570, p.26)




A. Cost Accounting Development

Although the calculation of costs by produots was found
in the 14th and the 15th centuries, the costsicalculated howeve:,
were only the prime costs (costs of the materiel used plus the :
direct labors); but as stated in the begihoing of this chapter,
the concept of cost acoounting, fixed assets and depreeiatioﬁ'
were all direct results of industriﬁiiZation.-Prior to-tﬁel19th
century; the concept of depreciation was:ﬁqf an'fm;oftant oonoept
mainly because fixed'assets were not a '31gn1f1cant aspect of com-
merce and industry, but with +the adVent of the factory system and
mass production fixed assets became a 51zeab1e cost in production,
Besides this concept, there are other reasons thatplayed an impor-
tant role in the theory of costs'-l) the recognltlon of overhead
as a nece551ty, mainly due to the use of heavy power equlpment
and the development of mass production techniques, 2) the manufac-
turing process, itself created a need to the concept'of cost. It
ig in the period of the 19th early-20th century that the'produotion

process became complex with one firm producing a variety of products,

All these factors together strenghthened the impbrtahée;
of the concept of cost as accompanying production. With increasing
production that tock place in the period of 1890 to about 1915, a
rapid development in cost accountiﬁg took place. The basis struc-
ture of accounting was formulated, the mechanics for iﬁtegrating
the cost records with the general accounts were dev1sed the pro-.‘

cedures for distributing expenses to individual Jomsh@dbeen well

worked out and f¢na;Ly overnead allocation | became almost common.
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tIn summry, the basie concept was that all actual expenses were

allocable to the production process.

The principles of scientific managemenfrfounded-by Frederic
.'Taylor in the early sfart of the 20th century came to fortify the
principles of cost accounting., These principles of scientific ma-
nagement had efficiency iﬁ production as the'ultimate'goal. As a
means of measuring this efficiency, managers and engiﬁéérs-turned
to the cost accountant and worked with them most of the time,r
leading by this to a chaégé_in;concept of cost ascertainment to
that of cost control;EAs a résﬁlt accounting became a management
tool for measuring éffiéiency, and acéordingly requifed cost in-
formation before the eventAas-Well as comparison afterwards. This
led in its structure later on to the development of a standard
cost and the distinetion between the true cost of production and

the actual cost that includes the costs of waste and inefficiency.

1. Relation to Management Accounting

In order toplan for an organization, and control
its activities, the responsible managers néed'informationraboutA
what is happening within the organization. In businesé organiza;
tions, management accounting is the system which provides such' ;
information, This kind of ACCOuhting is applicabie to all kind of |
organizations whether they are profitioriented or nonprofit orien—
ted ( the distinction will be shown iatef oﬂ); Since,a-sigﬁificant
portion of management activity is devoted to anticipating, mink-

mizing, and controelliing costs, the logical starting point in the
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gstudy of ménagement accounting becomes the study of édsts,
Moreover; because.cost accounting is concerned with'géthering,‘
classifying, recording, summarizing, and reporting-of cost
information, hence assist the manager in making g host of de=- -
cisions, it becomes indistinguishable from the term management;

accounting, and the two terms became synonymous.

2. Tynes of Management Accounting Systems

Before introducingfﬁhe three types of management
accounting systems and their usés; it should be noted fhat thé
term "cost" as used_is.differeﬁtiafed from the term "expénéé“.i-i
An expense is one type of cost. It is that item of cost that is
subtracted from reVenue”in a given accountinggp@#iodynwheré "cas%“;'~u
is a measuremeﬁt; in monetary terms,iof the émouﬁt of resources
uged for'some purpose. - | |

The maﬂagemenﬁfaccqunting provide cost informa-
tion that helps the-ménagers of Céftain'organizatidns tb‘carry
out their responsibilities. Yet, thére is no single nor uhified
management accounting system. Rather, there are three different
typeé of cost information, each used for a different purpose.
These are 3 |

a) The full Cost Accounting System

Briefly displayed, it is that-bart of cost accoun-
ting which considers that thé-realvcost of a product or
a service, is not only the direct cdst? bﬁt_adaed to 1t
a fair share of the indirect costincurrgd for such pro-r

duction,




b)

- 11 -

The Differential Costs Accountlng System

It is a behavioral system of costs. Thls term is

‘used to describe cost dlfferences amon AU or more al-—

':ternatlves:under consideration, Th;s‘type'of accounting

c)

is mostly used in alternativeechoice problems. In other

words, it is used to anSwer the question: how costs would,

 behave if one of thetcpurses of action was adopted as

compared with an alternative course of action? Thenefone,
differential costs (in this approsch) ebnstitute what is
called the basis for decision-making, and accordingly the

least cost choice would be adopbed.

The Responsiblity Accounting System

This term 1s sometimes called activity accountlng;
Responsibility accounting recognlze the business organl—‘
zation as a set of independent re3ponsibility_centers, It
traces cosis to responsibility centers which are conside-
red to be individual organizational units, headed bytarres-
ponsible managzer who is primarily responsible for meking . = |
decisions about the costs. | | - -

However, since this study is related to a nonnrofit
institution (BUC), full ¢osts systems*aE‘structure and
elements mist be clarlfled because nonproflt ingstitutiong

in general, charge thelr fees baged on thls system. Why

this is s0? The ratlonale behlnd it is as follow :
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A nonprofit organization often hasg
a monopoly position. It should not
set prices that exceed its costs,
for to do so would be taking unjus—
tifiable advantage of its monopoly
status. ‘ : o

Furthermore, the organization does .
not need to price above cost. If 1t
does s0, it generates a profit and
by definition no person can benefit
from guch a profit. A nonprofit or-
ganization should not price below
full cost because that would provi-
decservices to clients at less than
the services are presumably worth;
this can lead to a misallocation of
regources in the economy. 2

B. Essentials of.Full Cost;Accounting.

Full cost méané all the resources used for a cost objec-
tive. Cost objective in its turn is thé*te@hhical name_givén'for the
purpose for which costs are measured. Whiiéﬂﬁarichq-gﬁéms,of'costs
are divided into two categofigs: direct and inqirecﬁ, the full cost
of a cost objective tufned out to be the sum of its difecf cost
plus a fair share of applicable indirecf costs.

1. The Direct Costs : Direct costs are those that are readi-

1y traceable to or identifiable with a specific activity

or prbduct whether this latter is tangiblé (éoodé) or intén-
gible‘(services). It is important here to fealize that these
costs are traceable and_identified by the accountants in a
particular firm who choose to identify whether a cost is

direct or not.

2 ‘Antony, Robert N. and Herzlinger, Regina B, Managsment Control

in Nonprofit Organizations, (Homewood I1l: Irwin, Richard D. Inc.,
1980, p. 369 ). :
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Direct costs categoxry ihcludés two majoxr parts balied:
a) direct materials (instructdfs' books expenseé,
pads and block-notes expenses, examination book-
lets etc...) |
b) direct labors (salariesApf'professional personnel,
salaries of secretaries, sélary of the chairmén,

etCuous)

In short when the dlreot cost of a partlcular
f_organlzatlon unity, act1v1ty, or functlon 15 considered,
the direct costs are these current expenses incurred

exclusively for it. h

“ 2, The Indirect Cbsts

Indirect costs orlOVerheéd costs arerall costs that
are not classified as direct. They are either common or -
joint. to several products or activities, Theréfore, they
are not traceable or they qannot be traced eqonbmiéally.
Overhead consists of two categories of édsts :

a) Costs that are indirect bub have relations with
the overall process of the production of the ser-
vices rendered (i.e. staff benefits, -student sér;-
vices, services like heat, light, power, maintenan-—
ce, depreciation etc...) |

b) Costs that do not have ény relation with the overall
process of production;‘For example, operation and
maintenance of the physicél piant, Tgardéﬂersf?sa-;

la’fies, etC- ':-l‘.)
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3. Allocation of Indirect Costs to Individual Cost Objeetiﬁe;i 

Cost allocation is an inescapable problem in nearly
every organization, How should the costs of shared ser—
__v1ces be allocated among department59 How should the col-
jlege or unlver51ty s costs be spllt amoLn g 1ts dlfferent

:schools or department? How... and how et
There are essentlally three facts of cost alloca-
tion: '

a) choosing the .cost obaectlve (the dependent varla-
ble) which is essentially an action, In our’ case,
our cost objective is the cost per sﬁudent.

b) choosing and accumulating the costs (the'dependent
variable) that relate to the coefdobjecﬁive.'Inf
our case the direct and indirect or oferhead costs.

¢} choosing a method for especially identifying "b"

with "a",

For allocating indirect costs, this entails choosing
a cost allocation base which differs from our category of

expenditure to another,




CHAPTER II
THE SYSTEM SPECIFICATIONS

- Before introducing the éyétem that can be commonly
adopted by colieges and universities, it should be noted that
- the approach in calculating the full cost‘cohstituteS'a common
approach among different institutionsz It%should not be necessam
flly be regarded as the only and unlque approach for the simple
;reason that cost concept differs from one 1nst1tut10n to another.
In brief, this chapter is organ;zed in a way to show up the major
differences between nonprofit and commercial ofganizations, and
based upcn these différéhces a system of cost_accouﬁting is adop-

ted to colleges and universities.

Nonprofit Organizations

One of the principal differences between nonprofit and
commercial organizations is that théy have different reésons for
“heir existence, Whereas, the ultimate obJectlve of a nonproflt
crganlzatlon 1s to meei some 5001a11y deslrable need of the commu-
rlty or its members without earrlng a profit for its owners, the
ultimate objective of a commercial organization is to realize net
profit for the steckholders through the éerformance of gsome ser-

vice wanted by other people,

A, Categories of Nonprofit Organizations

Like every éategory, this category of organization in-
clude different sets, where every cet in its. turn is compoued of

different elements thai have some commonucharar*v»:btlcs among

them. These categories include all ent¥rprises such as :
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é) Heélth-Care Organkzations: hospitals, health maintenance
organizafions.

b) Educational Organizations: schools,,coiléges, and uni-
versities. | | -

¢) Membership Organizatibné:.religious organizations, labour
unions, professional associafions, fraternal organiza-—
fions, social clubs, |

d) Human Service Organizations: Red CroSs, scouting and :
similar youth organizatiohs, various charitable orgéni;.f:
zations. | ) |

e) Art Organlzatlons' MUSEWS . publlc, broadcastlng sta—-

tions, orchestras, ballet companles and theatres.'

| The common characterlstlcs that.dlfferentlate between
nonprofit and commer01al organlzatlons are
a) The absence of a Profit: Instead of proflt many nonpro-
fit organizations are concerned with the glize of their
cash balance. They exist only as 1onv as they have suffl-
clent cash to provide for thelr program. For this reason,
as long as the nonprofit organlzatlon has sufflclent re-—
sources to carry out thelr objectives, there is no real
need for making a proflt or having an excess of .income over
expenses.
"~ b) Their tendency to be a servfce organizations: Theyfoffef
services without a profit. They receive.ﬁoney from sdur—

ces that are at least equal to their costs,;if they are

to continue to render a service.




¢) Constrainte on goals and strategies: The freedom of

choice on the industry within which a commercial or-

ganization is going to do'business, and the eaéiness

of changing strategies if ménagement decides that a’

change is desirable, cannoffbe easily done in nonpfo-

fit organizations, Most of them have;much}ess~af I

ch01ce and slowly changes of strav. gles.

a) Less dependence on clients for flnanC1al Support-_

Flnanc1al support-tq qommercLal enterprlses comes from
sales of goods, thus;.the'mé:ket dictates the limite
within which the'company.can operate in both the pfo—
duct (if néeded or not) aﬁd'the selling prices that
must be in line with what the market is willing to pay.
In nonprofit institutions the figure-differs{ Some re-
reive thelr finaneial resources from sales revenues
(colleges and unlver51t1es) that depeﬁd entirely on tui-
tion from students while some otheré.receive'a signifie-

i ' cant amount of financial support from'soﬁréeéjothef thanr
the revenues from services rendered in the form of grant
or support. | |

e) The dominance of professionals: The problem is i.at pro-'
fessionals tend to give inadequaﬁe welght to -the finan-
cial implication of thelr decisions in nonprofit enter-—
prises. Iike the physician who feels that no limit should

be placed on the amount spent to save a human 11fe, a

professor ir a universily sometimes feels that no llmlted
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amount should be spent'on'a project that he mightH
feel sound, although in a world of limited resources

such an attitude is unrealistic;

£) Diffenencés in top manégement:AIniﬁggfﬁafééﬁizatiéhs;
_one person who is the bdés, becomes the chief execu—
tive officer. In some nonprofit éntérprises, the chief
executive does'not haﬁe.sﬁéhfan overall responsibility.
The présidenf of aAunivérSity; is considered as a lea-
der of a “community of scholars® and hence does not
involve himself in bﬁsineés matter or other aspects of
.the universgslty management neglecting by this his essen-

tial mission,

'_B.'-Accounting Digtinctionsg 7
i In addition to the differences in characteristics,
-nonprofit and commeréial organkzations différ in treating their
accounting transactions, Alfhough this difference'ié.résulted
from the nature of thetr existence,this however,;does not'deny
the fact that manageré'bf nonprofit organizations face many of
the same problems aﬁd decisions as do their counterpafts in com-
mercial businesses., Yét, in trying'to appreciate thé differences
between the two types of brganizations,-it is desirable first ﬁo
have a look on.the area of accounting differenées°
1. Cash‘v/s Accrual Account: Cash basis as’qséd_by nonﬁrofit

institutions means reflecting only traneébtidns-where .

cash has been involved;'no attempt ié made td récord U=

paid bills owned by the institutibn or amount due tb it.

In the contrary agecrual basis is used by commercial means
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in addition to recording transactions resulting from
the_receipt and disbursement of cash, the amounts the
firm owe. or owned is fecorded. Reeently thereris‘a shift'
from cash basis to accrual basls in large or medium nen—
prefit organizations, besides the fact that certain:nop-f

profit grganizations use a modified form of cash basis

. accounting where certain items are recorded on an acc-

2)

3)

rual basis and certain items on a cash basis,

Fund Accounting: In fund aeeounting, assets are segrega-

ted into categories according to the restrictions_impoeed”"

onn thelr use, Unrestrictedg(general) funde‘are in one

fund, restrlcted funds 1n another bulldlng funds still

another, and so forth, In reportlng,-the nonproflt 1ns—
titutions present separate f1nanc1a1 statements for each
fund; the matter whlch 1s unused in commer01al enterprl—

Ses.

Treatment of Fixed Assets:‘ﬂe a general rule,.fixed as=-
sets may of maj not be recorded in nonprofit enterprises,
while in commercial enterprises are recorded as assets,
and are depreclated over thelr expected useful life.
Actually, there is no single generally accepted pr1n01p1e
in handllng of fixed assets and depre01at10n in nonprofit
enterprlses. However, the treatment of this case is left

to the nature of the organization and 1t'needs;_

Transfers and appropriations: Transfers are frequently

made between funds in nonprofit organizations; they are
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not accouhting terms used by commercial enterprises.

5} Contributiohs and pledges: In commercial enterprises
there is no such thing as pledge. If they legally owed
moﬁey, then the amount is recorded as an accountzreﬁei-_'
vable. Some nonprofit enterprises record ﬁledges becauée

they know from experience that they will collect themn.

6) Non cash contributions:xThis category includes dona-
tions of securities, equipment, supplies and services.
Commercial enterprises seldom are recipients of Sﬁbh_

income.

The differences and distinctions already shown do mot

change in the approach of cost'adépuhting‘already'written about
chapter I, but (compared_to.commeréial businéss) ﬁight create
distinctions in the allocation of irdirect costs, and the uses
of some costs. Anywhere, thé'following'system willrreveai this

point,

THE SYSTEM

A system is a collection of entities or things which
receivé certain inputs and is constrained to act upon them to
produce certain outputs. In this connection; a cost égcounting
_'system concerns itself with the accumﬁlatioﬁ:of_the costs of ma-
nufactiring a product in case of commerciallenterprise,'or of
rendering a nonprofit service as in the case of this study. The

purpose of the system'is,‘however, to help the management of the
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college boncerned control their “pfoduction divigions" so that-

steps can be taken at the right'fime.

A, Uses to Management

Cost accounting system is the oeess—withlu an or-=--
ganization which-prbvides infbrmation used by an organization's
managers in planning, coordinating, controlling dayFto—day ope=—.
rations; it also gives_managegs information needed for 1oﬁg—range
planning and for majorrdecisions,Suéh as the introductioh'of a
new course, or departmenﬁ or. the closure of a division, or
changes in tuition fees. All these issues call for dec151ons that

should depend upon accounting 1nformat10n.

Stated simply, managing a business is a matter of deci-—
ding what should be done. At every step in this process manage-
:menﬁ is faced with alternatives, and every debision to do some-
thing refrain from doing something invblves‘a,choice;-As a prac-
tical matter, however, informatioﬁ which'flOW from fhé 6bst
accounting reports constitute thé basis on which a wide_variety
of business decisions SHduld be made, Thig system helps manage—
ment also for internéi control purpose. It provides the hecessary
information to protéct the resources of the college égainst waste
and inefficienpy, to ensure accuracy and reliability.in'accoun-‘
ting and operating data, and evaluating the level of_performénée
in all divisions of the college.

Begides planning and controiling, the sjéteﬁ'ﬁiéys an
important role in budgeting. By definktion, the budget is a sta;
tement of the estimated income and authorized eXpendifuré for.a

Tixed period, usually one year. luncome and expenditures are based
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on estimation. Estimates.of eXpenaitures representrthe institu—-
tion's best judgement, in advance of-spending to continue the
educational programs. Best judgement, however, needs a;base to
rely upon. The information given by this system as to the cost -
per student in each division, assists in béttér distfibufion of
the budget among the divisions. Furthermore, the system aids in
tracing cost behavior as to how variable cost would vary if'PTE
(full time equivalent of the total number of students enrolled)
Cig changea and how fixed costs are increased through time. To
remind only variable costs are theﬁitems of cost that vary direc—
tly and proportionately with the volume of activity taking-place
in the college; while fixed cost 1s a term which refers only to
iteme of cost that do not change automatlcally w1th changes in
volume. Therefore, to make judgements, to cbmpaféfﬁaéﬁs from'Yeaf;'""
, to year, and to decide on thelVOlﬁme.of the activities, the sys-

tem helps in this respect,

Being a helpful ﬁénagémeht'tool for administration,
tais system helps a division in itself, from one hand the chairman
or the chairwoman becomes aware of the total costs 1ncurred in hlS/“
her d1v1310n° this in turn helps in comparing and setting better
future plans, On the other hand, the interested students would
,benefit in learning how a cost accounting s#étem can be used in

colleges and universities.

:B; choice of a System

Cost accounting in short, can provide whatever infor-

mation in whatever detail a business desires or requires. The
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information which it can provide is limited only by the cost

of the cost accodnting itself. Cost aecounﬁing contributes to
cost control through the current, pertinent informationlprovi—
ded about an aspect of cost and by pinpoiting responsibility
for cost performance. The primary function of a cost accounting
“gystem is to find out the costs in‘useful detail and fo report
them in intelligible and timely statements or reports. The sys-—
tem will be no better than the eontfoller, chief accountant, or
other accounting persommel reSponsible for devising 1t andfeuper-ye{

vising its operation.

Regardless of the cost accountlng syetem used the sys%
tem cannot be expected to exert control. It 1s only a tool for
control. It should be empha51zed however that neither a perfect
cost accounting system or anyznumber of well concelved operatlonal
controls built around itlwill effeCt;aufomatic control, The effec-
tive control of costs or of any faces.of business actiﬁity is de~
pendent upon the competence and vigilance of the personnel char-
ged with the responsibility for control. Therefore, cost accoun-
tlng can provide the data for informed management thinking. It
‘cannot eliminate the nece331ty for the thinking., It can supply
. the factual basis for planning and policy formulatlon- 1t cannot
asuppix plan and make pollcy, but rather it can show up in effec-
tual performance and cannot 1n1t1ate any corrective’ steps. Control
is exercised by people employlng cost accounting and the other =

nagement tools in hand.

Therefore, being amn important management tool, the first

tonsideration in the installation of a cost accounting system is:
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What information does management want? What'ié'needed_to reflect
the effectiveness of control? In short, the ' chosen System should

be designed to yield the data which management'Wants or requires.

C., The System Design .

A cost accounting system adopted to coileges and univer-

sities might consist of the follbﬁing steps:
1) Define the time period when the cost should be studied.

2) Define the.production areas i.e.: Academic divisions at

'B.U.CO
3) Determine the direct costs for”each "production'areaﬁ.
4) Determine the indirect costs and categorize them.

5) Allocate indirect costs to each production area on equi-

table allocation basis.

6) Determine the necessary items of costs,

1. Direct Cost Determination

The first step ;n cost deﬁﬁfqiggﬁigp is to.
identify the direct costs that are_properiy'chafgeable- Their
identification is not difficult. Cost Accounting standards Board
(CASB) states that one out of two-deal.criterion must be satisfied
in order to accept whether a pérticulér item of cost is dircct or

not.
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a) If the item of cost is traceable
to a particular objective, or not,
or 1f only the cost objective cau-
sed incurrence of the cosgt; b) if
the item of cost ig feasible to
measure the amount of resources
that was used for the mentloned
cost obJect“ve.. 3

However, expenditures for salaries, wages, mate-
rlals, and expenses incurred exclu51vely for the benefit of the
object of gtudy, and carefully related to the time perlod under

'study, would consitute-the direct costs.

The next step-is to add those indirect costs that
would contribute to the output being studied. In the allocation of
indirect costs, there are twﬁ major considefatibns that éhbuld be
carefully considered: .

a) The order of alloéatlon of the several catevorlp of
indirect costs.

b) The choice of equitable-basis of allocation.

3 Antony, Zobert N. and Reace, James S. Accountineg Text and Cases.
(HomeWO“d Iil1. IrWJD Rochard D. Inc., 1970, p. 501); quoted
from Cost Accavntlwg Standard Board Restatement of Operating.
Pollcnes, Procedures, and Oblectives, May 1977, p.6
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2. Indirect Costs Categories

Indirect costs can be categorized as follows:

a) Staff Benefits: This category usually‘includes :

i} provision for retirement allowances; it is gene-

rally a percentage of salaries and wages fixed

by the college statute.

ii)} health services: health services can be provided

in two ways, either:ih'
through constitutional

1ii) workmenis-dompénsation
percentage of sala;ieé

iv) group ihsurance; iﬁ is

coverage.

the form of contract, or.

offices.

insurance: is z defined

and wages.

the amount of insurance

Staff benefits can bé allocated to each

"production” by the number of staff serving in each

Y"production area",

b) Use Cost of Capiﬁél Assets:_Capital assets category in-

ludes: land, buildings and equipment. If they are rented,

the rental amount will be included as a -part of the total

used of capital assets, and hence the rental amount for

each "production area" will be considered as direct cost

and the remaining rental amount can be allocated on

square foot area used by the

several “"production area",

If they are institution owned than:

i) land is never depreciable; it does not constitute

any problem,
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ii) equipmeht: if there is invéntery, then it is
likely that 10% of cost as shown on the inven-
tory may afford a fair estimate-of use value.
If there is no inventory, the average annual
expénditures ig the pasﬁ teh years may afford
a measure of the use yalug;;ﬁilocation is meade

- depending on the usage of'éQuipmenf ;
IIT) bulldlngs. amohg dlfferent methods, the follo~
wing method in calculatlng the cost of a buil-
dingran be used:
The annual use of vaiue of a building
is considered to be its present esti-
mated value, for insurance purposes,

divided by the estimated falr length
of its life in years. 4 .

- The use value of the building may be. allocateéed on the
basis of square-foot area assigned to the several acfivites.
e) Operation énd maintenance of physical planf:“This
category includes: |
‘i) Expenditures for supervision; utilities, heat,
gaz, water, and electricity.

Cperaticne: including the care of grounds, buil-

o

32
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dings, furniture and services of production.
iii) Maintenance: including repairs and renewals, alte-
rations of plant; properly irsurance and general

trucking.

4

Hungate, Thad L. Finance in Educatlonal Mand sement of Colleges

and Universities (Bureauw of Publications, Tesechers (tollege,
Volumbla University, New York, 19%4). p.11l6
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This category may be allocated on the squarénfooﬁ
area occupied by several "production area'",

d) Student service expenses: This category includes: the:
expenses of the office of admission, student academic
records, placement, health service, student guidance,
The-basis ol allocation can be done through two alter-—
native ways:

i) either the number of éﬁudeﬁts served in each "“pro-

N 7 duction area®: or 7 B
ii) through the number of étudents enrqlied in each

"production “area" stated in (FIE)T—

e) Library Expenditure: The Vdi'xfe;:t expenditure for 1ibra-
ries include: the salariés-of'secretariés and clerks,
supplies and expenses iﬁCIuding:periodicals and bindings.
The outlay of books are nof-included but rather a.falue'
may be assigned td the useiqf books, For a college or =

university which lacks this approach, value of books in

the'library or may be a calculated value as follows:

Total number of new books purchased during
the last year exclusive of gifts, divided
by ten, this afford a measure of the annual
replacement of books, will represent the
cost that may appropriately be included as
a part of the cost of the library. 5

2 Hungate, Thad L. Finance in Educational Management of Colleges
and Universities. (bureau of Publications, Teachers College,
Columbia University, New York, 1954), p. 116
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“Allocation can be made through the following ways:
i) the librarian's estimate 6f_use; or
ii) the number of students that have access to it
in each "production area".

iii) the direct expense of the benefiting divisions.

Faculty use will be cbnsidered a direet cost for the

division, |
General expenée‘reiated fo instructional activities:
Expenditures for bulléfins, catalogues; commenceinents,
and memberships in prbfessional_organizations. These ex-—
penditures may be'allocated-to the benefiting educationai
activities on the basis of the size of the student body
stated in'FTE. 7 |
General administration expenses: Include fhose.bf'gover_
ning board, the president,_the vice preSideﬁt; the deanj
office, and the busineésrofficé. Allocation is based on
the level of professional faculty.people instructing in
each “productibn area" converted into FTE, only after con=-"
sidering the expenses related to each.faculty_as difeétl
costs, | -
General institutional expenses€ Thése expenditures reiate

to the institution as a whole: They include public rela-

~tions, fund raising, public audit}fThey'maﬁ'be aliotated

equally to each "pfoduction area",




CHAPTER IIT

BEIRUT UNIVERSITY COLLEGE

The purpose-of this chapter is to promote a broédér
understanding of the institutién where the system is going td
be applied. To satisfy this purpose and apply the different pro-
cedures of the system, firstly, the nature of BUC must be men;';
tioned, secondly, its grganizations be pfesented, aﬁd thirdly,i
its "Production areas" be well defined. The above conditions will

constitute the main themes of this~qhapter.

Historical Background

Beirui University College (BUC) whxch;i§pgullberal

arts institution located in the city of Beirut, the capital of
Lebanon, dated back in its origin t5 %he year 1835 when first was
¥nown as a school for girls in thé Tﬁfkish Empire. After this méé
dest beginning, this 1nst1tut10n was known later on by the name of
the American Schools for Girls. Thls college which is equlvalent
to a university level of education passed through different pe-
ricds: in 1924 artwo year program was added to the Ameriecan school
for Girls turning by this its position from a high school'to a
Junior college recognized by the name bf American Junior College
For’Women. In 1827, this college was transferred to Ras Beirut,
énd in 1933 to its present'location. In the ?griod 19491850, the
program of the college was expanded, reachinggby this é university

level, In this period, the name of %the coliége changed. It was’
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known as Beirut College for women. Moreover, in this period,
the college was granted a provisional eharter by the Brard df
Regents of the Unlvers1ty of the State of New Yorlk w1th autho~
rization to grant both the Associate in Arts Diploma (AA)

the Bachelor of Arts Degree (BA), In 1955 the cr]l-;e was gran-
ted an. absolute charter by the sane board of regent to grant
the degrees of_Bachelor of Arts (BA) and the Bachelor of Science
(BS) and the degrees of Associate in'Afte (AA) and Associate in
Applied Sciences (AAS). In 1973, the college w1tnessed another
change . of its name. In order to reflect its standlng as a uni- -
versity level institution, the name of the college was—changed

to Beirut University College (BUC).

The major changes occurréd in the year 1974; 1975
and 1981. It was in 1974 when males were admitted to‘only'five
majors in the BA/BS program, while in 1975, all majors were
offered for the interested male. To continue to play an inerea~
singly important role in education, this institution omenedrits
first master level vrogram in 1981, Starting October'Sth of this
year, the program of "Masters of Science in Bu31ness" was opened

for the interested and qualified students.

The Organization of BUC

To consider carefully each centermofffﬁieﬁihstitutioﬁ;""“'

and take it later on it the computetion proeese, the physical

organization of the college must be:EirstLyshown up, and secondlj;
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its managerial and academical organization should be represented.

A, The Physical Organization of BUC
The campus of the college, whichfié located over 17,500 m?
includes eight buildings distributed as follows: 1)Sage Hall, 2)
Nicol Hall, 3) Irwin Hall, 4) Shannon Hall, 5) Orme-Gray Hall,
6) The Faculty Building, 7). The Fine Arts Building and 8) The_  |
gymagium, ‘ .- o
1) Sage Hall: This hall over am afea of 630 n° was built in
1933, and was the first bulldlng on the smte.‘Nc adays
it is the pr1nc1pal classroom bulldlng. Tt is also the
_ academlc place of the Natural 301ence D1v151on. For this
reason, 1t contalns the s01encerlaborator1es in addition
to the needed equipment of the_cémputer for the computer-

+

major students,

2) Nicol Hall: Built in 1943,-this hall occupies 1,2081m?-
It is composed of three floors in addition to a ground
floor. The ground floor houses the Student Center, Stu- -
deﬂt_@abinet Offices, a cafetaria, and a lounge‘fbr stu-
dents. The first floor'(arearof 1,050 m2) i occupiedfby‘
the Applied language Studies Division. Whereas, the Busi—
ness Studies Division and two learnlng 1aborator1es occupy
the second floor ( an area of 1 ,014 m ) the third floor

was turned into faculty appartments,.

3) Irwin Hall: It was completed in 1950, This building Con-—

tains administrative and faculty offices. It is charac—




4}

5)

6)

7)

R S—————
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terized by: a large aﬁditbriqm, the Alumnae 1oungé,
micrographing center, and the Stoltzfus Library on
the top floor of the building. It occupies an area of

813 m“°

Shannon Hall: is the place where the Social sciences
division is academically located.:Completed in'1953 -
1954 it includes. ‘an institute for women studies in

the Arab World, a Children's llbrary, and the Nursery
School, in addition to some faculty offlces. It occupies
an area of 293 m 2.

The Faculty Bulldlng. erected in 1965, on an area of

288 m . It contalns' ten appartments for faculty, the

computer center, and the main telephone sw1tchboard.

OrmenGray Hall: it is a dormitory place for re51dent full
time “lrlS. It was dedicated in. 1965 over an area of

1600 m2. The president's home is in its Penthouse;

The Fine Arts Building: Built over an area of 660 mo*
This building constructed in 1970 contains a theatre

known by the name of Gulbenkian Théatre, faculty'officeé,
classrooms, desigw,,, drawing, painting5 scu1p£ure, gra—r
phics, photography studies, aﬂd~théuradi¢/TV‘studiés;;lt.
contains also an exhibition Hall which is recognized as:

Sheikh Zayed Exhibition Hall. .
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8) The Gymmasium : Built in 1970 over an area of 878 m=°
It contains facilities for all physical education acti-

vities. It includes a large swimming pool, volleyball
and basketball courts, rooms for moderm dance, and two

tennis courts on the roof,

B, Admlnlstratlve Organization of BUC

One of the simplest ways of pfésentlng a plcture
of an organization, is to draw up an organlzatlon chart. 'ThlS
Chart is 51mp1y a diagpam of the formdl auaborlty structure,-,t
shows by JOb title who reports to whom, Because, i=&u system does
not glve a-complete or wholly accurate plcture,_thg chart is usu-
ally accompaniéd by "job descriptiohs"'fo.avoid confusion.and du-

plication of effort, Administrativély, BUC is organized as follows: .

1. Board of Trustees
‘ The Board of Trustees consists of nine to nineteen
members. At leasgt, two-third of its members must e Uni-
ted State citizens including at least one resident of the
- State of New York., The same members of this board serve
also as members of the Board of Overseers. This board is '
directly responsible to the Board of Regents of fhe Univer—
-sity'of the State of New York for the college basis poli-

cies, the academic standing of the college, the acquisi-

j=h

3 A .
icn, use and

iapczal of property, and for the app01ntment

of the Fresident of the cclilsgge,
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2. Board of Overseers

The Board of Overseers consisfé.o£:£G¢hty fivé.tolfhirty
five members composed of all members'éf:fhe Lourd of Trus;
teés;.This board which is responsibiéffor7the overall ope-
ration of the college, is also résﬁonsible to the Board of
Trugstees. The majority of the mgmﬁers bf the board are ci-
tizénsvof countries bf the'Middlé East, with at least nine
ﬁnited States citizens includihg one resident of the State
of New York. The officers of the Board 6f Overseers are :

a) The Chairman, b) The Vice-Chairman, and ¢) The sgcretary;

Treasurer. They are selected arnnually.

3. The Nominating Committee

The three members of this committee are also membefé_j
of the Board of Trustees which appoints then, The job 6f-
this committee is to receive nominations each year before
the annual meeting of the board, and submit thesé noming-
tions for the at-large vacancies to the Board of Overseers .
for election. It also submits'toithe board: the state of
officers and Executive Committee ﬁemberé to serve fof the

ensuing year.

4., The Executive Committee of the Board

In addition te¢ the three officers named above, four

ol

Board of Cverseers members sre eiccted at the annual mee-

Lz, the total of geven hosrsd mambar

pars constitute the Execu-
Tive Commithee. Fnis cormities mseve monthly, sees that the
policies and wrogrumg o The Soard are implemented, exercises

r

all powers of the Board to trest policies that are inconsgis-
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tent with the Constitution or By—Laws of the Board. All

t 4

the act1v1t1es of thls committee are subaect to. the re-

v1ew and control of the Board.

5. The Standing CGommittee

These committes are constltuted by the Board of Over-

seers to carry out 1ts respon51b111t1es. The admlnlstratlve
‘officer listed opposite each committee will meet with that
committée, serve as its secretary, and a coofdiﬁatbr of its
activities. These Stadning Committes are : B
Va) Plarnning and Administrative Committee...... Director
of Administration |
b) Development and Relations Committeessssees Diréctor_
of‘Development. _ 7
c) Academic Affairs Committee...........;...uAcademic‘Deah
@) Student and College Life Committee....... Dirsctor of

Guidance of Residence Halls,

a) Planning and Administrative Committee

This committee is résponsiblé to the:Boafd:of
Overseers for the deveiépment'and subSequent modifi-
cation of the Board pCllC’eS Coverlﬁngngrde of
plannlng, finance, fa0111tles, and personnel, These
programs include subgects,llke.-the long range plarn-
ning activities of the college{ the review of ﬁlan-

ning studies to determine the land, buildings, ond
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major equipment needed'by the cﬁllege in the future;
the evaluation of the financial, accounting, banking,
insurance, legal, audit, and invéstment praqtices of
the college; the evaluation of the annual bﬁdget for
all funds within the context of ﬁhe long range plén;
the review of the anaiytical'studiés which are the ba—
sis for changes in fees, changes;;n'numbers Qf sﬁaff

personnel, changes in galary étr@ctures, and finally

_ the management methods adopted by the staff in imple—

' menting educﬁtional and related programs of the College.

Development and Relations Committee

This CommitteeAisrresponsible to the Board Qf
Overseers for the development and subsequent-modifi-‘
cafion of the Board policy covering developmént, rela-
tidns, and public information. The developmentﬁprogram-
Which is concerned with raising current,and'cébitalh
funds, inciudes the public information progress and the
relations programg The public information progfam is -
designed to inform the various and different constituencies
of the college in order %o attract the desired stu&ents,
staffs, faculties, and funds in support of thé educa--
tional programs of the college. The relations program
deals with the social image'of the-coliege.,Thié Pro-

gram is established to fortify the relations between
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- the college and the schools, alumni,'pafents,rchur—

ches, and government.

b) Academic Affairs Committee

This committee isrdiréétly respongible to the
Board of Overseers for maintaining the acceptable
‘and agreed academic standards to both the Board of
Regenfs of the University Qf'the State of New York
and to the Ministry of Education of the Republic of
Lebanon for the development and-Subsequent mbdifica—

tions of the Board policies coverlng adm1531ons
financial aid, academlc affairs, and the total edu—

cational program of the college.

d} Student and*CblIege Life Committee

This- commlttee is re5pon51ble to the sau 2 Bhard

for the develOpment and subsequent modification of
the Board'policy coﬁering student and college life,
the evaluation of the special programs designed to .
enrich intellectually, socislly, and spiritually |
the life of student, facﬁlty, and,mémbgrs_of.the col-

lege.

C., The Campus Administration

What was mentioned in the aﬁove sectioh, stays.in the
context of generalltles and specilfication of respon81b11t1es to
the Board of Overseers; but, the real admlnlstratlon of the college‘_

remains in the hands of a direct respon31b1e group of people.
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This group of people is in direct charge for the dally activities
of the college. They carry out the business plans, execute them,
run the affairs of the college, deal direétly with_students and
teaching faculty; hence, applying the principles of'thé'Bbard .
directly on campus. To fulfill their duties, these people work
either individually or through groups in thé'form of counbil com=
mittees. This group of people consists of the followihg Hy

1. President

The President of the college is selected, supported,
and removed by the Board of 0verse§fs;_ﬁy définition, he is
the executive, admihistrative, and academic head of the col-
lege. The full responsibility and"authérity given t6”him by
the Board, makes him the general leadér:bf 3 :aﬁﬁionslbf the
college. He is di?ectlj_responsible to the Board of Overseers

where he is considered as ex-officio'member without vote.

2. Administrative Officers

The major administrative\officers (Vice~President for‘-
ﬁelaxions, Dean of the College, Director of Administratioﬁ;.
Director of Development, and Registrar) are nominated by the
President and then confirmed by the Board of Overseers: In |
turn, other administrative like staff and faculty personnel -
are appointed by the appropriate superfisor ohly‘aftef the
approval of the President and the'ExecutiVe Council;

a) Vice President for Relations

As the title inspires, the occupier of this posi-

—
%]

tion represents the peesident for relation matters. He

or she plays the role of an intermediate between the
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college and the extermal world; and is direcfly res~

ponsible to the President.

b) Academic Dean

The Academic Dean is the dlrect superv1sor of
.. the total educational progr:m of the cn]]eﬂe. He or

. .she presides the faculty meetlng.-

¢) Director of Administration . .

The major part of his jeb‘is directly related to
the financial matters thet concern the college. Whereas
the overall budget and flnan01al control is the respon—
s1b111ty of the President, the overall financial con- .
trol 1f the educational proérems rest with the Dean
and the responsibility of overall finenciai'cenfrol
of the current fund rests with the Pirector of Adminis—
tration. Furthermore, he is responsible for the budget
dnd operation of the Plaszund he handles the 1nvest—l'
ment trangactions of the Endowment Fund, superv1ses
the development Fund, and safe keeps Agency Fund (Fund
held in custody of the college for others). Moreover,
the purchase of supphies, rental and disposal'of capital
equipment should be aufhofized'by him., Besides tﬁese
direct missions, the Director of_Administfation hes an
"approval authority" used jointly with the President.

He assists this latter inkthe ap@fovai of Lean Fund
{(for example: transactlons for]ong term student loans)
he also approves the expen51on of current azmzt Fund

Contingency and some-contract services that are charged
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to specific accounts. _ _

. Only after the writing Eppreval of the President,
that the following types of finahciai and legal traheac-'“
tions becomes some of the duties of the Ditector of Admi-
nistration: short-term borfowings.an&4iﬁ§€§fﬁehts, ope—W";
ning and closing of bank acdeuhts, interéfunds borrowings,
tax negotiations, contracting for insurence,land other

such related financisal transactions.

d) Director of Development

He is involved iﬁrfellowing up educationai develop~
ments, maintaining contract with other institutions to |
define problems, interpreting events, recommending pro-
jects, and organizing activities thatlare helpful in
sustaining gtetth o£ the college.r;

&) Registrar

The reglstrar is the respon51blelsuperv1sor of the
registrar's office and the reference to ‘whom employees
in that office refer to. Basically, all matters between
this office and the external environment needs to be
approved by hlm (actually her). Besides this" job, she

k has a representative role., She represents the above of-
fice in the executive councils meetings as well as other.

councils when needed,

However, to continue the process,ofﬁﬁcampus‘Admi—.




- 42 -

nistration”, it was certain that some offices should be
established to take care and run the daily-affairs.of
the college. It should be noted that these 6fficés ére_
headed by a pesponsible supervisor who is reférred'to
the Director of Administration in one way or snother.
These offices are: |

1, Business O0ffice

This office is supervised by the controller.
The job of: this office is to deal directly with
the daily financial operations of the college,

2. Campus Services Office - .

Maintenance; reservafi@ﬁs for fiéilitiéé
and equipmeﬂts; care permit;icollége idendity
card; food and drink orders; ﬁurcﬁase of equip-
‘ment and supplies; stationary, stemps, and books
order; transport facikities; and finélly post
office affairsrare all tﬁe missioﬁs,of thié offi-
Ce. | -

30 Personnel Office

Problems like salary and sélary reﬁiew; wagess
overtime pay; compensgsation and grievances; médi;
cal and insurances problems; annual vacationp
leave or sick leave; in addition to all non-écaf

demic conflicts that face staffs, employees, and

teaching personnel are referred to this office.
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4, Residence Halls (Office

To solve conflicts among the residences of
this dormatory, and to report about the adminis-
trative needs of this building, are the two main

reasons for the estabiishment of this office.

" 5. Computer Center

It is the center of information. The duty
of the person in charge is to provide the neces-

sary daﬁa when needed,

B, The Academic Administration

This administration is composéd Qf_people who are direc— .
tly involved in the production of education, In terms of manage-
ment, the  preceding section.(excluéing'thg’President andfthe
Dean) includes staff. people, while this séétion : h:¢éts of "in
line"people. Besides the President and Academic Dean, this group

consists of :

l. Division Chairman -

The Chairman of each diﬁision (actually there:are
five) is appointed by the Dean of the 0011ege,aftef thé.
consultation with the members of the difision;_He must
have at least one year experience in professional ranks;
He is appointed for one year %erm first,'but-he is elif~

gible for three more years provided that he is gvgluated

each year. The Chairmen is responsible to the Dean of
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the college for: 1) being ad administrative leadér to
this division, 2) coordinate the activities of his di-
vision utilizing division memnbers for the néCesSary € OIll=
mittee work and student aﬂVising; 3) ﬁreparing the bud--
get of his division; 4) staffing the diVision with ade-
quate personnel; and 5) normaliy éérfy é niné hour téa—

ching,

N Director of Guidanée

The main mission of the Director ol Guidance is to

'provide'studehts witih the necessary*éﬁtentioh concerning

thelr physicai, social, emotiohal and academic growth and

that through academic advising service, counselling ser-

-vice, and health servide, Furthermore, all students' ac-

tivities must be.approved'by this office to.be offiéiaily
accepted on campus. | |

Coordinate work, as well as better planﬁiqg'and deci-
sion making, different groups in the form of councils weré
established. Some of these councilé are admiﬁistrétive.
while others are academic. These councils consist of-the
staff and the line people mentioned previously, Theyﬁré—'
port to the Board through the;"same naﬁe hoider“ committee

of the Board.

Academic Divisionsg

According to the By-laws of the college, the Academic .
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Divisions should not be less than three no? more than six;‘Actual—

1y there are five divisions, and changes in ‘this arrangement may

be made ﬁponrthe-reCOMmendation of the cufriéu1um-council and the

specific approval of the Executive Council. However, these divi-

sions which will constitute the "Production Arveas" are composed

as fQilows e

1.

Natural Science Divisgion

“With an objective to prepare students for:scholarly
and applied science ~ oriented careers, the divisioh offers
majof Bachelor of Science program,in Chemistry, Compute;‘
Mathematics, €omputer Science (AAS, BS), Biology/dhemistry,
Math Education, and Science Education for students prepa-
ring for graduate school. It also offers a Dual Degree 
Program, a Pre-Pharmacy Program in cooperation with uni-
versities in USA, under which the student atfend BUC and
continue his studies there Where_he-receives his degree,
Moreover, an AA program in géneral science is also-qffered
by this division, | | :

Buginess Division

The Business Division offers the necessary education -

to prepare its students ﬁo'responsiblé roleg.in manégerial'
and professional positions ih'business. To achieve‘thisj
objective, this‘divisién offefs BS program in Business/
Accounting, Buéiness/Management,iBusiness/qunomics,
Business/Marketing, and Businéss/Computer. It élso offers

a program leading to an Assoclate in applied
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Science in Secreterial Studies and Business Management.
Recently, a new program leading to MS m Business was

opened.

3. The Humanities

- This division prepares,stuaéﬁts to participate
in both intellectual and artistic achievements. It
offers AA/AAS program in Adi;ér"ti;-é:ing Design, cdﬁ;munica— '
- tionm Media, Interior Design, Liﬁérél‘ﬁ Jm;7iibrary
. Science besides BA program in'Fine‘Arts,-Communiéation
Arts, and English. As supporfing.fields, this division
also offers disciplines_of-ﬁrahic, History, Music, FPhy-
losophy, and Religipn[in éddition to courses in Cultural

Studies,

4. Social Sciences

fhe creation of a better understanding ;-of human
nature and relationships is the objective of this divi-
sion. The following programs are offered. Teachér Eduéa—
tion (AAS), BA Programs in Human development with emphaj
sis on: Early Childhood Education, Elementary Education,
Developmental Psychology, and Social Work° Furthermore,
this division offers an International Affairs Program
with the following emphasis on: Consular and Diplomatic
Service, International,Ecoﬁdmics, Developmental Studies.
In addition, & BA program in FPolitical Scienbe'isTélso'.'

opened for interested students.
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5. Applied Laﬁguage Studies

Withrthe:objective of improving the lenguage
teaching effectiﬁeness, this division offers the
following programs: TOEFL (Teaching of English_as'a,f
Foreign Language), TAFL (Teaching of Arabic as a _
Foreign Language, Intensive English Program, and Spe-
01a1 Arabic Program,

To complement the system of'Edﬁcation,ra
"Learning Resources Center" was established on Campus.,
Nowadays the college administrationﬁ\isthinking'of ga-
thering its separate units into. one center. This ceﬁfe
ter consists of: "The Libraryﬁ, The Learning Leboreé
tory (audievisual) equipments and materials facilié
ties to help the students.in’ +he learnlng process),_
and "The Materlal Preparation Laboref (dupllcatlng,
' photocopylng, platlng, etc...)f

To enhance the BUC currlculum, the college has
also established  (the "Instlture for Women's Studies
in the Arab World" wzth the obaectlve of promotlng

better undersbandlng of women in thls area of the world

Cost Allocation System

In allocating overhead costs, the college considers the

total educational system as one body rather than academic divi- |

sions, To give an idea of the allocation syetem, a brief expoei;

tion on the expenses incurred in a particular period of'time_(the

college uses one academic year) must be first mentioned.
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A, Categories of Overhead Costs

Before allogating the overhead cosfslto the'costfobjeCQ
tive in the case of BUC - the college, like other institutions
accumulates its expenses of the period in cost pools. This period
covers a whole fiscel year (October - September). Hoyever, these
cost poois ars distributed as follows : | |

1. Administration and General

The following items aré coded under this catégory;
a) President's Office, b)~Administration'0ffidé,
¢) Development Office; d) Relations Office, e)
Student Affairs Office, ) Registfér¥s~0ffiCe,"”i'ﬁ
g) Dean's Office, h) CQmpute: Cénter and i) Gene-

ral.

2. Education
Includes all the éxpeﬁSeslinéurfed in each divi31on
in addition to the following_ifemsﬁ a) Nursery School,
b) Library, c¢) Learning Laboratory, and d) Special Pro-

gl‘EtIIlS.

- 3. Auxiliary Enterprises

Residence Halls, Food Service, and Student Associa-

tion, constitute the major items of this category.

4. Student Ald Program

The total Student Aid Program isg coﬁpqsed of three

items: a) Grants, b) Employment, and c) Loans.

5.Campus Service
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5. Campus Services

The job of this office was mentioned previously,
This category includes the expenses directly related to
“its job.

6. Miscellaneous

- This category encompasses Replacement, and Contiﬁ—,

gencies and Transfers.

B. Overhead Allocation
| In allocating Overhead Costs, the administrative officers
of the college use a three stepssystém :

1, Dividing the college into four areas: Campus Service,
Admlnlstratlon Education, and flnally,Auxlllary enter-l.
prises., -

2. Allocating Campus Servicés to_Admiﬁi;ffétion;Wéducati;ﬁ;“
and Auxiliary enterprises. Basis of allocéﬁion ig al 7
percentaée of the total spaée'occupied by each;56% for
education and 742%'fof-Auxiliary interprises, and 8%
for Administration and generai.

3. Allocate Admlnlstratlon to Education and Aux111ary Enter—
prises on the basis of 3/4 for the first and 1/4 for the

second.

To calculate the cost /Full time student/academlc year,
1t 1s gufficient to divide the total cost allocated to Education

by the total PTE/year




JHAPTER IV

'ALLOCATION OF INDIRECT COSTS

After ascertaining the necessary informafion‘aﬁoﬁt
the cost accounting system and the'céllege, indirect costs
will be distributed among academic divisions. In order to allo-
cate costs on equitable basis, some necessaﬁy explanation shoud
be given as to how indirect costs will be allocated to.each Pros-
duction area. Fbr this reasons, every costgcenter will be set
apart , carefully analyzed, and accordingly distributed. Howe-
ver the entire work of this chapter is lelded into two parts.

work based on actual costs, and work based on prOJected ones,

-Actual Costs

Accérding to the first stepjofrthe gystem procedures
displayed in the second chapter, the péri0d over which the conm-
putations are applied must be_mentionéd.‘fo start with, it should
be noted that the entire wbrk of this section is based upon daté‘
derived from the fiscal year 1981 - 1982, This year was chosen
mainly because it includes the last repent and actual data on

hand.

A. Cost Pools

Before allocating indirect costs to cost objectivés;
it should be noted that these costs are usually_agg?egated:info-
pools. These pools normally take the form of either organizatio-
ﬁal unit or what is called "cost center", or expenditure object
such as fuel and electricity, staff 5enefits, equipment, mainte-

nace, etc... These costs may be aggregated into other categories
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also, depending upon the system adopted-in a particular organi-
zation. Beirut University College adopts the first approach.

Cost accumulated in indirect cost pools should

be allocated to cost objectives in an equitable
manner. An equitable allocation basis relates to
the benefits received by the cost objective or

to the activities of the cost objective that lo-
gically and reasonably caused the cost to occur,. .
The bases selected for allocating indirect costs
should be gquantitative measures that can be ap-
plied in a practical manner. Such measures may

be total direct costs, direct salaries and wages .
square feet of space occupied, porulation of '
students and/or faculty served or others as appro-
prlatesfor the particular cost pool being alloca~
ted

B. Applications

B

Explanabiozs as well as direct managerial wbrk will
both constitute the main theme of this section., By simply_ap-;‘
plying the theories concerned With.the allocation of indirect
costs stated in the preceding section,'indirect cost centeréi:
as well as indirect cost activities ﬁill be allocated as foi—

lows :=- a . e

1. President's'Office

In the preceding chapter, the Presidént'Was defined
as the academic and administrative head of fhe}college. In.turn,
this implies that the expenditures of this dfficé must be‘diSa
tributed between administering Education. and Auxiliafy Interpri-
ses. In the absence of an information system that traces_hbw
much each field consumes, the proportion of allocating overhead
costs adopted by the college will be then used " 1/4 to Auxiliary

'Enterprlses and 3/4 to Education

6 -Welzenbach, Lanora F. College & Uaners1ty Bu81ness Admlnlstrar
. tion, Washlngton D.C, 20036. p.359
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Having now determined the specified amount for Educa-~
[~ . tion, in turn, this amount must be distributed among divi-
sions on a logical quantitative measure thet relates this
center to Education. In searching for a:ponﬁector between - - -
the two, the administretion of'Educatien.theh becomes
this band which binds the two, On the divisional 1e#el,
adminisfering Education is the rééﬁenéigility ofrthe Chair-
marn alded by full time professicnal fﬁculty uvum, therefore
it becomes loglcal that the welchted average of profe531onal
faculty people stated in PTE constltutes the basis of allo-
cating the educational overhead of this center. Therefore,
using (table 1) as the allocatibn.ﬁase, the share of each

division will be as follows :

Natural Science Division IL. 95,030 x .18 = I 17,105.40
Business Studies Division 95,030 x .20 ='$L.19,006;OO
Humanities Division . 95,030 x .38 ; LL 36,111540
Jocial Science Division 95, 030 X ;lO ='LL-'9,503.00

LT 13,304.20

|t

Applied Languege Studies D1v1slon 95,030 x .14

2. Dean's Office

being responsible for the total aducational progyams
of the college, the Dean of the College delivers his/her
time in dealing with the needs‘and wants of each division
through, its faculty people-repfeEented elither in the form
of a representative (Division Chairmen), or in the form of

comnmittees. Accordingly, this becomes the direct reason for
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using the professional faculty people'of_each Lcademic
Division in FTE as the basis of allocating the expendi-
tures of this office (Table 1). Accordingly the share of

each Academic Division is going to be :

I

Natural Science Division LL. 273,480 x .18 = ILL 49,226.40

Business Studies Division 273,480 x.512 = 54,696;00_57'
Hymanities Division 273,480 x .38 =  103,922.40
social Science Division 273{480-x .10 = 27,348,00
Applied Language Studies 273,480 x .14 =  38,287.,20
B Division L o -

i TOTAL 273,480.00

Administrative Office
Being the administration office of an academic institu-

tion, it becomes obviolis that moét of its work.is related to

Education. Accordingly,-fhe bigger  part of-fhis office ex-

penditures will be allocated.to Educatibn,:while the émaiier
part will follow Auxiliary Enterpriseé. Since, the college
have adopted the proportion of 3/4 to Education anﬁ-1/4 to
Auxiliary Enterprises, thig same proportion will be used in
distributing costs between the two fields. Yet, Administra~
tion Office includes offices sﬁch as Business Office and
Personnel Office which serve both faculty and,students,r
which in turn implies that the allocation base must be a
Formula iLhait cousiders both ol t@em. To do that; the amount
specified for Education must‘béfdivided between faculty and

students as a first step.
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However, to distribute this amount between the two, a
percentage ratio must be first found._This rétio wili ke
based on the time spent to sefve eachione. In the absence
of an information system that helps determine a near-exact
time gpending, thig matter will be léft to theogatigalassuﬂ—
pticns. Since the student body is much bigger ﬁhén that qf'
the faculty, 80% of ﬁhe total amountJWill be allocated to
each Division using fhe FTE of students as the basis of |
allocations (Table 2), while the, remalnlng 20% w111 be |
allocated on the basis ofFTE of faculty people (Table 1).

. For the dlstrlbutlon of this ggnter expendlture, see
Zxnibit 1. |

4, Development Office

This office inciﬁdes,expenditures to conduct activi—
ties related to institution wide developmént and fund rai-
sing, On the divisional level, the development of the aca~
demic programs i1g the factor that relates this bffice to
tie Academic Divisions. |

In turn, this implies that programs ih each Academig'
Division {Table 3) are going to be used ag the basis for
ailocating this cost center expenditures. Accordingly}

each division share will be :

Matural Science Division LL 176,733 x .24 = 1L 42,415,G2

Business Studies Division 176,733 x .22 = 38, '681.26

Humanities Division 176,733 x .26 = 45,950,58

Social Science Divisgion . 176,733 x .17 = 30,0@4;611

Applied Language Studles - 176,733 x .11 = 19,440,63
Division ‘ '

Total - 176,733.00
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EXHIBIT T

- DISTRIBUTION OF THE ADMINISTRATION OFFICE
- BEXFENDITURE

Total expenses for the Administration_Office

Less: 1/4 for Auxiliary Enterprlses

To be allocated for Educatlon

LL.
LL.

379,752
94,938

IL., 284,814

Amount to be'allocated using FTE of professio-

nal faculty people is :

284,814 x ,20

= LI.I »

Amount to be allocated using FPTE of Students

in each division is :

Natural Science Division @

Business Studies Division:

Humanities Division :

Social Science Division

Applied Language Division

56,962 ,80

227, 851 20

56,962 ,80

227, 851 20

56, 962 80

227, 851 20

56, 962 60

227, 851 20

56, 962 60

227, 851 20

284,814 x .80

X
X

MM

L

= LL.

.18 1L,
.20

- Total LL

.20 IL
.38
Total 1L

.38 LL.
«15

Total LI

.10 1L,
.05

Total LLW
- 7,974.80

¢14 LL-
.18

Total T,

56!962.80

227,851,20

10,253, 30
45,570.24

55,823.54 :

11,392.56
86,563.46

21!6450 56

43,291.73

64,937.59
5,696,28

11,392.56
17,088,84

41,013,22

48,988.02
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Relations Office
Continuous support and broader knowledge of. the

College require the establishment“of:an‘office of this
kind. This cost centefrincludes'expeh@itUreg for acti-
vities to maintain relations with'the:Coﬁmunity,"Aiumni,
or other Constituents, henée, morally benéfit the Acadé-
mic Divisions és(a-whole..Therefore, in the absence of

a direct quanﬁitatife connector than can satisfy che
condition of being an equitable baéis of allocation bet-
ween this office and the Academic Divisions, this cost
center will be equaily distributed among the Academic
Divisions., Therefore, each division will‘shafe by.1/5

of the total overhead costs of this center:?

-

N
N
noo

Natural Seience Division Ll. 201,657 x LT 40,331.40
Business Studies Division 201,657 x .20 =  40,331.40
Humanities Division 201.657 x .20 = = 40,331.40
Social Science Division 201,657 x .20 =  40,331.40

Applied Language Division 201.657 x .20 = 40,331.40
" Total IL 201,657.00

United Statés Development Offiée

This is an off-campus located in the United States

‘of America. It complements the jdb;of the local Devélop—

. ment foice by providing this ;attef with the needed in-

formation. Since this office is complementary to the local

Development Office, it becomes logical to allocate its

’

expenditures on the same basis as the local bevelopment

" Office (Table 3):
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Natural Science Division I1L. 527,663 x .24 = 1L 126,639.15

Buginess Studies Division 527,663 X .22 =<':_116;085.83‘
Huuanities Division 527,683 x .26 = 137,192, 38
Social Science Division 527,663 x .17 = 89,702.71
Applied Langusge Division 527,663 x .11 =  58,042.93

Total 527,663.00-

7. . Students Affairs Office

This is the synonymous-namé.ofnfhe'Guidance_Offiée
mentioned in the third chapter. This center includes ex;én—
ditures for career guidance, peféanaiﬁbonnectipg;'aﬂﬁiSing;

'and health services for students; thﬁé;it : qﬁs.ﬁirectiy‘
with:students affairs-and accordingly its expenditurés will
be alloéated on the weighted average of students (fTE) en-—
rolled in each divisiom. (Table 2)., By using this aprroach, .

the share of each Academic Division will be 3

Natural Scierce Division LL. 195,346 x .20 = LL 39,069.20

Business Studies Division 195,346 x .38 = - 74,231.48
Humanities Division 195,346 x .19 = 37,115.74
‘Social Science Division - 195,346 x ,05 = ~  9,767.30
Applied Language Studies 195,346.x .18 = B 35;162.29
Divigion ' :

Total 195, 346,00

8., Registrar's Office = .

All its operational expenditures are related %o stu-
dents for aciivities to maintain, handle, and ﬁpdate:records
for students. This office serves a particular student in

two ways : either in fhe form of pertaining to a spe¢ific
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Academic Division or in the form of pertainiﬁg'to different

ones. To illustrate, during the registration period, the

studehts register for different courses. .In-general, fhese

courses by their naturé belong to different Aéademic Divi-

sions. In this situation, all.the affairs béibnging tdrtﬂese

courses are directly related to the division wheré their-courses

are offered. and hence, thé-students taking these courses are

considered as pertalnlng to dlfferent lelSlOﬂS. In another

gituation such when students request for documents related

to thelr fleld-of study, these students are served as pertaining‘

to a specilal program offered by a particular lelSlon. |

Since all students are served both way , allocatlon basis

should satisfy bhoth situation. To fairly distfibute thls in-

direct amount to Academic Divisions, thils amount Willbé

divided equally into two parts: the first_?art will be ailo--

cated on the basis of attendants in a division (total enrol-

lements in total courses offered in each division), and the

second part will be allocated on the basis of FTE of gstudents

in a division (Table 2). -

For the distribution of these amounts, see Exhibit 2,
There are different reasoné behiziu s;ndlng one‘s

child to a nUrsery . Some people are ewployed and need. somebody to

take care of their child, while some others are interested in the

psychological and social de¥veloyment of the child,
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EXHIBIT 2

REGISTRAR'S OFFICE EXPENDITURES

(DIVISICNS' SHARE)

Natural Science Division  LL. 200,557 x .23

Total

Business Studies Division IL 200,557 x .21
200,557 x .38

Total

Humanities Division LL. 200,557 X «33

200,557 x .19

Total

Social Science Division  IL. 200,557 x 0.8
- 200,557 x .05

Total

Applied Language Studies  LL. 200,557 x .15
Division 200,557 x .18

Total

ILL.

LL

LL.

40,111.40

86,239.51

42,116.97
76,211,66

46,128,11

IL 118,328,63

1L.

66,183.81

- 38,105.83

1T 104,289.64

“LL,.

LL

LL.

LL

16,044.56
10,027 .85

26,072.41

30,083.55

36,100.26

66,183.81
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Whatever the reasons are, it is realized that this center
plays a double role, (1)it refiects a.ébCial image of the
college, and (2) it"constitutes an applied social studies
center for students majoring in childhood development

since it contaiﬁs the necessary équipmént;needed for this

program,

. Practically, this center covers its eifenditﬁres by
fees paid by-chiidfen's parents. This center becor2s self-
sufficient, ahd hence, does not constitute an overhead
expenses for the college. Thus, bj considéring a 1004
coverage, this cénter will be disrégarded'from the cost

centerslist.

10. Library

This cost center includes expenditureé pertaihing t0
employees' salaries, journalland'journals binding'éosts,
and is opened to the whole college and almost used by all
students and faculty of the institufion. .

This duality usage of the library between faculty
(mostly professionals) and students raises a_question'-
about the allocatioﬁ base of this eenferrcosts. In satis-
fying both faculty and students,;considgrations_will,be
given to gtudents mainly because.théir access to libfary
use and their rate of consuming:bockélrémain.wider than
the faculty ped@le. oince on the average, o student regis-—

ters for different courses usually offered by different
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.lelSlonS, this same student attends the Library to
fulflll the requlrements of each course. Yet this be-
comes the direct reason for con81der1ng the attendants
in a division rather than 1ts FTE. Accordlngly, the
share of each lelSlon is going to be:

Natural Science Division LL. 619,122 x .23 = LL. 142,398,06

Business Studies Division -619,122 x .21 ' - 130,015.62
Humanities Division 619,122 x .33 - ° 204,310.26
Social Sciences Division 619,122 x .08 149,529.76
Applied Laﬁguage Divigion - 619,122 x .15 - 92,868.30

Total LL. 619,122.00

1l, Learning Lab

The salary of the working lab assistant and work aid
of students working in thls center, in addition to expendi-
tures related to utllltles and equlpments altogether CONS=-
titute the bulk of expenses.for this cost center. |

To graduate a student with an agreed standard, the
college imnoqp" requirements +hat muat“hé;:glf511ﬁﬂ by
each student Among the requlrements, thare are few courses .
that must be completed by a learnlng languistic laboratory
work..These courses are;jFreshman Engllsh I and II, Sophom=
more Rethbric, Arab Essay Readiﬁg;and Writing I & II, and
finally Appreciation of Arabié Literaturét These courses
academically belong to the Humanities Division. Since this

“lab is a complementary program to this division, 1ts total

costs of (LI 149 371,00) will be chargeable to the Humani-

ties Divisione
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12, Computer Center

The Comﬁufer'Cen#er is used by both the 2 ’minig-
tration and'computer Major students. Accordingly, its
expenditures must be divided between the bwo.

From the Supervisor of the Computer Center bwn's
experience,the students use of the computer“dominates
thét of the Adminiétration. The early stdﬁt.and”the end
of a semester witness a rush from fhé Admiﬁisfrétion's
side for registering purpbsés° Thi$ rush decreases iﬁ
intensity during the semester when the administrative
issues are limited to printing reports- On the Student'
side, it is observed that the students-sllghtly use'thei
computer at the early start of”thérsemeéter, consume::; :
more of its time during the semester"andrfinally rush
at the end of the semester to submlt their flnal pro-

iaects. For these reasons comblned together, it is agreed
that the students consume 70% of the computer s time,
whlle the Administration consumes the remaining 30 Te

Like every item of Administration, 1/4 of the 30%
(7.25%) will be allécated to Auxiliary Enterprises,
while the remaining 22.75% will-be distributed among
the five divisions on the'same,allocation basis adopted.
for the Administration Offices | o

For numeral illustration, see (Exhibit 3).
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EXHIBIT' 3

DISTRIBUTION OF COMPUTER CENTER EXPENDITURES

Total Computer Center Expenditure

Less: 30% for Administration

Left for Natural Science Division ('70%)

The smount related to Administration is
Lesg: 1/4 for Auxiliary Bnterprises

Left for Academic Divisions

L., 250,239,00

Amount to be allocated on the basig of FTE

of Faculty is : 56,303.78 x .20

Amount to be allocated on the basis of

FTE of Students is: 56,303,78 x .80

Natural Sciernce Division
11,260.76
45,043,02

Business Studies Divisions
| ' 11,260.76
45,043.02
Humanities Division: 11,260.76
45,043,02

Social Scilernce Division :
11,260,76

45,043.02

Applied Language Division :
11,260.76
45,043.02

X
X

5

.18
.20

.20
038

.38
.19

.10
.05

.14
.18

75,071.70

L,  175,167.30

: 75,071.70

18,767.92

IL. 56,303,78

1L, 11,260.76

IL.  45,043,02

 LL. 175,167.30

2,026,94

9,008.60

. TOTAL 1L, 186,202.84

TOTAL 1L,

-1

o

- I,

TOTAL TL.

LL.

2,252,15
17,116.35

19,368.50
4,279.09

8,558.17

12,837,26

11,126,08

2,252.15

TOPAL IL. 3,378.23

LL,

TOTAL LIL.

1,576.51

8,107.74

9,684.25
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13, IWOAW

The Institute of Women's Studies in the Arab World
includes expenditures for actifitigs like documentation,
research, communication conferences, workshops, and a
course on Arab Women. This center,shouid be looked upon _
as having common subject matters that are of interest
to both the Humanities Division and Social Science Di-
vision. Although, the course’offered.by thisriﬁstitute

‘academically belongs to the Humanities Diviﬁion, pébple
who are rumning the affairs of thié:instituterbelong to
Sbthufacultieéu

According to the Director of Adminigtration, this
institute expenditures are approximatively 90% covered
by interested associafiéns leaving by this an_appfoxima—
tely 10% overhead expenses to be charged by the College.

By taking the 90% as a coverage base, the remaining 10%
will be equally allocated Go both Social Science and Hu~
manities Division, | " I,

Total Expenses LL; 384,524.00

Less: 90% 346,071.60
Left as overhead LL. 38,452,40

Social Science Division Share 3 ;
38,452,408 1 2 = 1L. 19,226.20

Humanities Division share::' . _
38,452.40 3 2 = 19,226,20

14, Campus Services

Campus Services scrve Loth Zducation andAuxiliary

Enterprises., The separciicn of this center exvenditures ..
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betwéen the two, becomes the essential step. In order
bo fulfill this condition, the traditional proportion
of 1/4 to Axuliary Enterprises and 3/4 to Education
will be adopted. Having completed this first steﬁ,

it becomes logical to search for a reasonable relation— -
shiﬁ between this center and Education, so as to use iﬁ

ag the sllorcation base,

As already mentiomned in the this. chapber, his
eost center deals with the physical needs and wants of
the College in general and the Academic Divisidns iﬁi‘
specific. Consequently, the felatidnship'bgtween this
center and Education tends to be pureiyffhé“physicalcsup-
port for Education like replacements ahd renovations,
necessary equipments, office'furniture; students desks
etc... Thus, since everﬁ'diviSion_is physically reﬁre—
gsented by the area it'occupies,-this center expenaitures
related to Education will'be-ailocated on the basis of

. n? area occupied by each diviéion (See Exhibit 4; 5 and

Tables 5, 6 ).
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TOTAL AREA OF CLASSES

Nicol Hall (remaining ground floor)
Nicol Hall (first floor - Intensives)
Nicol Hall {Second floor)

Shannon Hall

Fine Arts

Sage Hall

Gymnasium

Orme-Gray Besement

ntal

- Less:
. ; . .. 2
1., Linzuistie Lab (Humanities) 30

€. Soecial Arabic Lab (Applied
Languages)

Csiural Sciences Labs :

Lot
&

- Biology Lab

Yechanical Engineering Lab
Chemistry Lab I '
Chemisgtry Lab II

o Fhysical Science Lab

- >
. .

"

[T
©

o

4. Hursery _
5. Hicol {first floor - Intensives

&. Officesy 2

55

h4
82

85

66 .

39

171
)1,050

8o Nicol Hall (remaining sround

- flooxr)
b. Natural Seience
c. Susiness Studies Tivision
d. Humanities , ‘
€. nocial Science Divigion
fo Applied Langue Studies
7. Gymnasium

Area left for clagses

181
290
153
364
153
306

3,853

o —— g et e Bt
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EXHIBIT 5

DISTRIBUTION OF CLASSES AREA
( DIVISIQNS!' SHARE)

Distribution of "Classes Area" by total credits in percents

offered by each division (Table 5) will yisld the area of

classes occuppied by each division s

Natural Science Division m° 5,518 x ,18 =
Business Studies Division 5,518-x .21 =
Humanities Division 1 | 5,518 x .47 =
Social Science Division 5,518 x 11 =

X .03 =

Applied Language Studies Division 5,518

m 993
1,159
2,593

607
166

For total,areas of each Division, refer tofTéble 6 Accordingly

the share of each division will be :

Natural Science Division LLe 2,776,773 x .35

4

Business Studies Division 2,776,773 x .13 .
Humanities Division 2,776,773 x .30
Social Science Division 2,776,773 x .08

Applied Language St, Division 2,776,773 x .14

Total

IL 971,870.55
' 360,960.49
833,631.90
}222,141.84

88,748,22

IL 2,776,773.00
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General Administratibnh

Like every item of administration covering the
whole institution, this item in its turn will be mepa-
rated in terms of specified amounts for Education énd
huxiliary Enterprises. In this sense, separation will
be done through the traditional way already adopted_
for the Administration Office,

This category includes expénditures pertaining

~to different items. Till 1981 -~ 1982, the salaries of

the main five administrators of the College: The Pre-
sident, The Dean, The Direétor of Development, The |
Director of Relatiouns, andThe Dlrector of Admlnlstra—
tion, were included in this, categoryo After 1982 - 1983,
the salary of every admmnlstrator was transferned into
his office exnnﬂd tures. Yet bes1dé;f%£;;;_;Xpendltures,
Beard of Overseers expenées as well as exﬁenditures rela—
ted to Council meetings, mémographing, and joining asso-
ciations are all included in.ﬁhis category.

An realized, this catégdry includes expenditures
for activities and personsrthat have either direct or
indirect relationship with both students and faculty.

To fairly distribute this amount to Academic Divisions,
congideraticn to both Students and Fééu1ty must be taken
into account. To do that, this amount will be divided
equally intc ftwo parts, where the first part will be

allocated on the basis of FTE of Faculty (Table.j) and




16,

17.

FTE of Students ( Table 25-

the second part will be .allocated tn the basis of

For the Distribution of'General Adminisbration
' costs, see Bxhibit 6.

Auxiliary Activities

Include expenditufes'for‘actimities like seminars,
guest lectures, workshops; and general activities
which benefit the Collége as a whole. The long range
planning sheet of the college indicates that there is
a special income that usually coveréqthe expenses of
such activitiés. As long as they are covered, Au-
xiliary Activities do.not constitute‘any overhead
expenses for ﬁhe College. Only whenléxpenses exceed the
income for these activities that these actiViﬁiés'turn
out to create some overheads. In such casé; the ovefhéad
amount will befallocated equally to each division bec-
cause they mﬁrally behéfit the whole institution. No
such expenses were incurred on Campus in 1981 - 1982,

Extension Program

Extension Program courses are non-bredit céursés :
taken by either BUC students or interested outsiders.
This program is self-sufficient. Its‘expeﬁées:are:cove-‘
red by fees paid by its attenaants. As a concluéion; it
does not constitute any overhead expense of the‘cbllege,
and accordingly, it is of no use to search for an allo-

cation base.




EXHIBIT 6

GENERAL ADMINISTRATION EXPENSES

(DIVISIONS' SHARE)

Total General Administration Expenses
Less: 1/4 for Auxiliary Enterprises

Left for Education

Amount to be allocated on the Basis of FITE
of Paculty and FTE of Student is: 932,436

Natural Science Division  ILL. 466,216 x ,18
466,218 x .20

TOTAL

Business Studies Division ILL. 466,218 x .20
466,218 x .38

TOTAL

Humanities Division 1L. 466,218 x .38

466,218 x ,19.

POTAL -

§6cial Science Division  LL. 466,218 x .10
' 466,218 x .05

- .TOTAL

Applied Language Studies Div. 466,218 x .14
- 466,218 x- .18

TOTAL

o

1,243,248

L.

= LL

LL

- LL

LL

LL

T

. LL

LL

LL

LI

310,812
932,436

466,218

83,919.30
_gézgﬁg;éé'
177,162.36

93,243,66
177,162.84

276 406,50

177,162.90
88,581.42

£65,744,32
46,621.86
=5,310,90

69,932.%6

65,270,52
83,918.80

149,189, 52



- 77 =

18, Student Aid

Regardless of scholarships and grants givén by the
government and.ﬁrivate donators, the'¢ollege offers
four types of financial aid : honor‘écholarships;
grants, work-study grants, and loans. |

Work study gfants_is a program which provides the
needed financial ald student with the opportunity-to

¥ work within-the'college.und'hence earn a porﬁion of his

tuition, Consequenfly, these students are distributed.
among different offices and divisions, and thus, their 
work—sfudy grants expenditures are counted as part of
that office or division expenses. For thisireaSOn; theig
expensges will be disregarded mainly to avoid dbuble-
counting. |

Concerning loans, they are granted to full-time
students on the basis of a repayment échedu1e5set'by thg
student and the Business Office. This amount is re-collec—
table and hence sliould not be fegdrdéd as an overheéd
expenses for a period. The mly loss that cOuld_have incurred
and be considered as overheadteﬁﬁéﬂse-is the "opportu-
vnity loss" expense. The sooner tﬂis;ﬁén' ije invested,
the more intefest were accumulated, but since this con-

- tradicts with the principles”bf.the_collége as a nonprofit

institution, the whole matter won't be considered.
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In addltlon to the gOVernment aﬁd rrlvate "ranfs,-
the collewe offers a full tultlon grants to students
majoring in programs_that the college likes to give sup—
port, However, it is ndt.necesséry that each division
receive a share of these granté-_These grants are of fem
red for a néedy gtudent majbring'in programs that lack

’ enrollements in an attempt to either enhance these pro-
grams or encourage students to attend them. Thus, to
fiarly distribute these expenses, it must be known
where thege grants are offered. Not from a long time
ago, these grants ﬁave'been designatéd to both the do-
cial Sciences Division and the'Applied:Langﬁage-Stddies
Divisgion, Taking this fact into considerétion for'the"
year 1981 -~ 1982, it becomes fair that the‘grant‘expen—
ses - be equaliy distributed between these twe. divi-
sions. Por 1981 - 1982, grant expenses were LL.296,176.
The share of each division will be :

296,176 x .50 = LL. 148,086.00

19, Continrsency Transfers

This category includes transfers frbm;fhe-cgrrentr
Fund group to other fund groups made'at the diédretion
of the govering board. Basicaliy, thesé transfers are
made to -serve a variety of objectiﬁés such as addition
to lLoan Funds,-general or specific‘plant additions,

voluntary renewals gnd replacements of plent, ‘and marn-
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datory debt service provisionsxrelating to academic
buildings (renewals-and replacements) to the extent
not financed from otherzsour¢es.
Expenditures differ from Transfers. Expenditures
are che recognition of the expanding of resour-
ces of the Current Fund group towards the objec=-
tives of each of the respective funds of that
- group. Transfers are amounts moved between fund
groups to be used for the objectives of the:re—
cipient fund group, 7 _ ' :

In recording these transactions, transfers of the
Current Funds are reported in the Statement of Charges
in Fund Balince - Unrestricted Current Funds., These
interfund borrowings are reported as Assets of the
fund grounr making the advances and as liabilities of
the fund groups receiving these advances. Thus, total.
institutional expenditures'are not affected by the
transactions and in turn do not constitute overhead ex-
penses for the period,

nricoo . e e T
rigeg

20, Auxiliary Ente

Auxiliary Enterprisesrinclude expénditures rela-
ted to Residence Hall, Camﬁus‘Housing,'and'Cafeteria,
These entities exist to_furn;sh goods or services to
students, faculty or étaff, end that charge a fee dir-
ectly related to. These do_néﬁlconstitute any indirect

overhead expenses to be allocated to Education.

d Welzenbach, Lanora F. College & University Business Adminis-
tration, Washington, D.C., 20036 p.403
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Having by now determined the total cost centers and
major activities which should be allocated to Education, it
becomes sufficient to add to the direct cost incurred in each

Division ite appllicable share of indirect cogts, (See Table 7).

B, Cost/Different Level of ?rograms

To fairly distribute the costs within a_&ivision;‘it
should be realized that the Business Studies Division is”thefbnly o
divisioen which offers two levels of programs:‘gfaduate and undef-
graduste programs, hance, differentiatipn between-fhe two must
done to avoid under ox over esﬁimation 0f the‘costs relating to

these different progranms,

1. MS Tdrect Costs _
To be congidered as. a full timer in the MS program

thg applicant professor needs to teach a load of six cre-
dits which are equivalen®t to two courses. In 1981 - 1982,
PHD holders who taught in bpth mrogréms taught on the ave-
rage - one course in the MS program in addition to two
courses in the BE programs. Sincé the full time Zoad in
the MS prggrams in six credits .5 coqrsesi-anﬁ'tﬁé1VQ
credits (four courses) in the BS program, this impiies
that one FH.D helder teaching in both progsrams should be
counted half full timer for tre firvst rrogram and half for
the second oné. Total wéighted averags of PH,.D holders
teaching in both vrosrams in 1981 -~ 1982 was 3,63 FTEH,
Therefore the share of ithe MS program in terms of profes-
sional faculty people would be an eguivalence of 1,81 FTE

(3.63 : 2). Since, one full time professional faculty PH.D
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holder costed the Business Division an approximate ave-—
rage of 127,272.00 LL, this in turn implies that direct

coste salary amount for the MS program was LL. 127,272.00 :

x 1.81 = LL. 230,680.00

Direct costs categofy;of a divisipn includes tﬁe
professors compensations in addition to "Academic Di~
vigion other eXpensesﬁ'éé spébified on the Long-Range
plarming Sheet of the College. Usually this latter cons—
titute approximately 9.5% of the total direct costs
amcunt. Accordingly, fér 1981 - 1982, this amoﬁnt would
be:

L. 1,177,986 x 0.095 = LL: 111,910

Since this amount is directly related to the Busi-
ness Hivigien, the FTE of Studenté.in'both programs wi-~
thin the Busiﬁess Divigion should be'ﬁhen considered,
taking into account the FIE of a student in the‘MS“prQ—
gram any student who is holding nine credits'(threé-r
courses), wheréaslﬁwelve credits (four courses) are a
must to consider their holder as a full timer in the

undergraduate pi‘o Sran.

MS FTE 33 5.23 %
BS FTE 597.12, 94.77 %
Total 630.12 100,00 %

The share of the "Academic Division other expenses" for:

the MS vprogram would be - _
IL. 111,910 x .0523 = LL. 5,855
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‘Total direct costs for the MS program would be - -
the summétion of both:(1) direct compensations and
(2) other direct expenses. Numerically;'the amount is:
ILL. 230,680 + 5,855 = IL., 236,535 |

2. NS Indirect Costs

It is sufficient to go thfbughrtﬁé following-steﬁs
in order to calculate the indiregt costé fof the NS pro-
gram, These steps are |

a) Determine the total indirect costs for the Busi -
ness Division, In this case, the amount is LL,

1,340,308,

b) Determine the percent of PIE of students in both
programs. This is already computedr5;23% for-MS,
94,77% for the BS. | : |

c) Multiply the percent share of'iﬁdirect_05$£s'of :
the MS program by the total indirect cost will
yield the total amount to be;allocated to the NS
program, In this case : - .

ILL. 1,340,308 x 0.,0523 = LL. 70,098

3. MS Total Cost

By adding the:indirect costs of this program to
the direct costs, the total costs of the MS program as
incurred in the Academic Year 1951.— 1982 will be s -

LL: 236,535 + 70,098 = Li.:306,




P

4, BS Total Costs

By substracting total costs 6f-the M3 brbgram
from the total costs of the Business Division, total
costs of the BS @rogram will be obtained. Hence{

Il. 2,518,293 - 306,633 = LL. 2;211,660.- |

PROJECTED WORK

Work based-dnrprqjected costs differs from that
done for the actual..Pfojected'wérks need a lot of_assumptions
to be done, simply because the present system adopted by the Col-
lege disregards-some necessary factors. For example, ﬁhe pre—
sent system does not include any indications as to what will be.
the projected FIE of Students/Division, although PTE of_ETE of
Students ag one body is avalilable. In turn, FTE ofl@rofééeion&l
Taculty people/Division is also missing, in additlon to missing
indication of whether a new educational program will be‘added to
any concerned division, or, an old program will be deleted. For
these reasons, pure theoratical assumptions will be first done,
and secondly direct application in turn will take place.

A. Agsumptions

For the reasons mentioned above, the distribution
- of cost centers among Academic Divisipns 17 be based upon the

followin« assumptions:
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1., The same percent disﬁ}ibutionfof FTE (Students/Division)
will be considered as the basis Br a long range planning
distribution, i.e, the same for the_néxt five years.r
2. The percent of programs offered in each division ' is
still the same, i.e., neither new programs will ﬁe’aﬁ—
" ded nor existing one will be deleted‘(Table 2).
3. Area of Education is st111 the same (Table 6), |
4, MS program constitutes the same percents of the total 
costs of the Business Division,
5. The same percents of attendants in each Division,
Any changes in these items require changes in the cal=-

culation procedures,

B, Direct Applications

Projected costs will be derived from the projected ex-

penses of the Academic Year 1982 ~ 1983, Since the same computa~

tions approach adopted in the previous'sectibn'will'be adopted
in its turn here and because Ghe idea of how'to.arrange thege
costs is already trasmitted, bthen, it wén't be necessary tolpre—'
sent detailed calculations, but;rather; direct classification of
the results in a table will suffice (Tébie 8). |

Por projected Students in eachrdivision aﬁd projected

MS costs in the Business/Division see LExhibits 7 and 8.
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EXHIBIT 7
PROJECTED FTE/DIVISION

1982 -~ 1983

To determine the projectgd.FTE/Division, an approach
of two steps will be congsidered: | | -
1. Determine the total projected FUE (Students) for 1982-
1983, To do that, it should be added to the weighted

average of both FALL 82'and'spring 82, fhe7§rojected .

PR of the Summer sesslonsg.

Projected FTE (FALL 82): =~ =~ -FTE 1640
Projected FTE (Spring 83) - FIE 1470

Total  FTE 3110 |
Weighted average (Total/2)} : PFTE 3110 : 2 = FPTE 1,555
Add: projected FIE (Summer 83) 260

Total projected FTE for this academic year = FTE 1,815

2, Use the first assumption, and deterwine ‘the share of each
division in terms of FIE - . .. , after deducting 5% for

the unclass students  :

Natural SC Div.  FTE 1,724.25 x .20 = FIE  344.85
Business St. Div. 1,724.,25 x .38 = - -655,21
Humanities Div, 1,724.25 x .19 "=_, 327,60
Soc. SC. Div.  1,724.25 x .05 = - 86.21
Arplied Lg. Dive” . . 1,724.25 x .18 = 310.36

-— ————

Total == o - - 1,724.25
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EXHIBIT 8-

FROJECTED NS COSTS

1982 = 1983

To determine projected MS program costs in the Busi-

ness Division, the followings will be considered :

- Actual Average Salary (PH,D holder) 1L, 127,272
- Inflation rate 15% _ - 19,090
Total average compensation , ILL, 146,362

- Total projected FTE (PH.D holder) for
the MS program : 1,81 +1 = 2,81 3
Total Compensation expense : LL,146,362 x 2,81 = LL 411,277

~ "Other Direct division expense" 124,417 x 0.053 = 6,507
Total Direct Costs | © LL 417,784
-4 ~ Total Indirect Costs 1,768,140 x 0,053 = = 92,473

TOTAL MS Costs ' | -~ 510,257

- Left for BS programs : LL 3,338,140 - 510,257 = LL 2,827,883




CHAFTER V
© COST ANALYSIS AND INTERPRETATION

Having by now calculated total costs for réch Acade-
mic Division (Total costs for each program in the Business Diw=
vision),this chapter completes its préﬂecessor by finding out
some elements of costs that are useful in decision making; Yet,
presenting these costs_items, anaiyzing them, . and interpreting

their outcomes, will all together contribute the main theme of

this chapter. o . _ : -‘-l —_mﬁm;%; o

COST INTERPRETATION

Data obtained in the previous-chapﬁer remzain raw
facts unless they are transformed into éost/items that have .
usefulness value in4decision situations,‘However, to state clear—
1y the usefulness of these cost/items, it becomes necessary to
start defining these costs, calculating them for each division,
and finally discussing them.

A, Cost/PTE

Cost/FTE transmits information about how much_did one
I'TE student costs his division, Like all items of costs, cost/
FTE is obtained by dividing the total costs of'a divisidn_by
its total 'y of students. However, the data ébtained fefiécts'
the approximate cost/FTE for the reason based on thé fact that
students usvelly enroll for different courses offered by dif-
ferent Lcedemic Division. In turn, this means that some adjus-

tments should be done to reach the real Coat/FTE. These adjus—

tments should be done ag follows:




Co

d.

tudents by major so as to_determihe to

what Academic Hivision theyrbelong, and accordingly,

arrange them by categorieso’

Differentiate the courses taken by each student; S0 R

as to determine to what Acadeinic Division they belong.

Calculate thertotal-cost ccntributedjbyweéegmentegory‘ ST e
of sfudenté. | |

Exchange these costs confributions among Academic

Divigions. |

Obtain the new and real total costs for each division.

Divide by total FTE in each division and obtalin the

real cost/FTE.

Yet, in the absence of a computer which help diffe-—

rentiating the necessary items, the first approach will be adop-

ted. Accordingly, Year 1981-1982(using Table. 2) would be:

'Natural Science Diveion IL. 3,024,425 { 335,54 = LL, 9,014

Business Studies Division:

a) BS Level L. 2,211,660 :-597;12

b) MS Level T, '3060633 : 33 = '( 3;383 )
Humanities Division o ILL. 4,448,106 : 307.63 = 14,488
Social Science Divisibﬁ‘ 1L, 1,378,966 : 80,57 = 17,115
Applied lanpguage St. Div LL. 1,830,691 : 304.35 = 6,015

vision,

The Cost/FTE determines the cost Status - of each di-

First of all, this item gives fhernecessary informatiqn

about the range over which the cost of each division is distri-

buted. In the case of this study, the range is LL. 3,704 - 17,115,

Starting from this point, the highest end which is
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LL., 17,115 arises some questions about the bearer of this cost;

the Social Science Division. When the Academic Divisions are

compared in- terms of cost/FTE,Oﬂecéh;immediately'reélize that~
the two divisions which pushed the'avérége of the remaining
three upwards are; (1) the Huménifiés Division, and (2) the
social Science Division. Yet, although the Humanities Division
is much biggér than the Social Sciénce Division especialiy when
compared with this latter in terﬁs of indirect costs, it-shows
a lower cost/FTE than does the Social Science Division, If an
exchqnge amount was determined, the cost per-FTE-in;the'Humanities
Division would have beeﬁ decfeased mainly because this divisgion
attracts the biggest number of students among the other_divi~
sions, This in turn would have . lowered its iotal cost, hence,
decreasing its cost per FTE,., Moreover, if the'éame five di#i- :
siong are compared in terms of total costs, Social Science Di#i—
sion bears the lowest coét;.but unfortunately the highest Cost/
FTE, |

A1l the aboﬁe dombined.together imply that the problem
is in the enrollement and tufnover of students within the Social
Science Division. Finally Cost/FTE is a ratio of the t,otal‘cosrt
releted to this division divided by the total FTE (Students) of
the same division. Since the costs of the Soéial Sciendé Diﬁi—\
sion are the the lowest among the Othérs; in turn, this.meéns'
that the denominator is low. Therefore, to pull the ratio doWn,

the denominator which is the FTE of students must be increased.
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B. Cost/SPH

Student production hours is by definition the total

enrollement in a division multiplied by the total credits offe-
red by that division. When the totai:césté of a division is‘di—
vided by its total studentrhours préduction; the cost/SPH is
then reached. Therefore, cost/SPH shows in its previous sfage
the average'éost of producing one hour of instruction in a par-—
ticular Academic Division for a specified ﬁeribd,(usually one
'yeér). |
Moreover, cost/SPH constitubtes the essential base for
thé concerned administrator to decide qn'the éoming yeér'cost/'
credit or what is widely know . as.fhe Tuition'Féé;lWhen:ad&ed
to this cost. a forecasted inflationary amount in addition to a
fair share so as to covef sbmé deficits of the actual year, then’,
the total amount obtaiﬂedr won't be nothing mbre then the cost/
credit that should be charged to students in any Aca&emic Divi-
sion for the coming year. If the administrators of a college are
interested in sefting a unigue price, the average cost/SPH sa-
tisfies their desire. This average is simply the summation,ﬁf
the total cost/SPH of the Academic Divisions dividéé by ﬁhé.tof
tal number of divisions existing in a particular institutidn. |
In brief, cost/SPH helps bhe decision maker set a ten~
tative Tuition Fee for the coming year,ibuf.it does not give him
the final figure. The final fisure is obtained when the necesgary

income and donations are clarified. What were the cost/SPH in

each division at BUC for the hcademic Year 1981 - 1982 9
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Using the total costs of each division and its total
production hours (Table.9), cost/SPH for different Academic Di-
visions are:

IL 325

Natural Science Division: LL. 3,024,424 : SPH 9,295 =
Business Studies Division;’. _‘
a. BS level LL, 2;21;;660 : 10,345. = 214
b, MS level - LL. 306,633 : 606 = (506)
Humenities Division 1l. 4,448,106 ¢ 17,970 = 248
Social Science Division ILL. 1,378,966 : 4,008 = 344
Applied Language Division IL. 1,830,691 : 7,394 - = __ 248
Total (excluding MS) S 1,379

Average : 1L.-1,379 ¢+ 5 = LL-;.275 |
These information.reveal that relatiﬁelﬁ_to‘the remadie—
ning three divisions, the cost/SPH for bothzthé Natural Séiencer
and the Soelat science 1s high, In interpreting thegresults in anoc—
ther way, this means that rélatively to thelr costs, these two di-
visions have produced iess student hours production than fhey
should. Therefore, to pull their cost/SPH -downward, total students
hours production in each division must increase. However,'increa—'
sing student hours production reguires increasing'the_total number
of students in both divisions-which in turn-might require increa-
sing the full time equivalence of professionéllfacul%y-pebpie hence
inereasing direct costs of each division, |
This solution may be practical to the Social Science Division
when the increase in the direct costs can be absorbed by the increa-
seof the total number of students, since the only paraliel increase

remains in the field of professional faculty people, but when it
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comes to the Natural Science Division, one should be censervativéo
The nature of courses offered in this division'differs.from the
Social Science courses. Courses offered in the first requires
direct application while those of the second are theoratical and
descriptive; which means that increasing total ﬁumber of Studeﬂt$,
in the Natural Science Division needs mdre'iabofatory'materiéls;
more equipment, and more machines besidés an increase in profeésio—
nal faculty people. Toking these facts'ivtofconsideration;ngpmpa—
rative study tetween the increasing totaix@umber"ﬂqxfudenfé and
total costs should bé dorne Before any deciéign.of thig kind is rea-
ched, When this type of decision does net £it the'sitﬁation, then

cne should start searching for alternatives.

C. Cost/Atiendant

| An attendant is defined fo be any student who attends a
particular division to register for an average of two-to three
credits. When the credit lhours of different courses offered. by a'
division are the same such as the Soclial Scilence couréeé (every
course is three credits), then, an attendant is defined as any
student who 1is taking one course in a particular divisioﬁ.

Cost/Attendant in an Academic Divigion is obtained when :

the total costs of this division is divided by the éotal stu&ents
who werc orrolled in that diviasion (Talkle 4). Total enrbllementé
is obtained by adding uvr the total number of students enrolled in
different sections of different coﬁrses regérdléss of.theirlmajdrs
and their status {full timers or‘parf timersy, Accordingly,;the

cost/Attendznts at BUC for the Academic Year 1981 - 1982 were:
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Natural Science Division: LL. 3,024,424 : 4,109 = Ii, 736

Business Studieg Divisions: ©
a. BS level _ LL, 2,211,660_

t 3,473 = 637

b. S level - LL. 306,633 : 202 = (1,518)
Humanities Division | - LL. 4,448,106,::5;837_=‘ 762
Social Science Division  IL. 1,378,966 : 1;337 = 1,032
Applied Language St. Div. LL. 1,830,691 : 2,547 = 719
Total (excludlnﬂ MS) o ' ' ;:ggg

Average ¢ LL, 3,886 : 5 = LL. 777

This cost approach revealed :hat relatively to other
divisions, the Social Science Division is lacking students en-
rollements. The main concentration of the administrators should-be
oriented towards eilither increasing thé total number'cfAstudenfsl
in this division or searching for a substitute in fermé of incémé
Tor this division, |

Cost/Attendant is more realistic cost/student approach
than that of the cost/FTE because it takes into consideration |
the total students who were really served in the,division, and
hence,contributed directly to the cost incurred in that division.
Being an I"'E gstudent of a division does'hot-ﬁeceséarly means that
this student is contributing dlrectly to the cost 1ncurred in his
: d1v151on- flnally, he might heave: enrolledln courses whlﬂh contri-
buted d;rectly to other divisions costs.

'This type of costs help detefmining and ‘setiing more
realistic budget for each division, espécially when conflicts

about budgeting arguments occur. Noverthless, in the long run,




- 97 -

accumulation of these data will constitute a bulk of historical

data that traces cost in each division which in turn helps in

better plaining and controlling,

D. Profit/luss Status Analysis

To do this kind of analysis for each division, one

should compare each division revenues to its total costs. Total

costs for each division are already computed for each division

(Table 7). To calculate the total revenues for a division, the 

different sources of revenues should be considered,

e

Ce

Production Hours Revenue: To calculate the amount bertai-
ning to each diﬁision, the students tuitionrfee ﬁer cfedit
(LL., 230) for the AcademiclYear 1981 -~ 1682 will.be multi~
plied by the total Students Hours Froduction of that year.
Student Association Fees Revenue: Unless those taking leés B}
than four credits per semegter, all fhe remainihg studerits
of the college pay an assoclation fee. During the Academic
Year 1981 - 1982, this fee was one hundred twenty five
Lebanese Pounds (LL. 125) per student. By taking the star—-
ting condition into consideration, the total Student As‘:s;o-'

ciation fee revenue will be computed by multiplying the

total number of students in a particular division by the =

Student Associalion Fee (LL. 125).

Labs Revenues: A laboratory Fee.of one hndred Lebanese
Pounds (LL. 100 ) is charged to students taking courseé
where Lab work is required; Total revenue 6f Lab work for

a division will be computed by_multiplying this Laboratory
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Fee by the ftotal number of_students enrelled in courses ;
that require lab work. The Laboratory Fee for Intensives 
is Two  Hundred Lebanese Pounds (LL., 200). |

Haviﬁg by now defined the sources of revenue, the
Profit/Loss status for each division will be classified_iﬁ

(Table 11).

By separating the college into independent diviéions,
such analysis helps finding the sources of deficits that most
nonprofit institutions usually face at the end of'their fiscal
year, By finding out these sources, the administratorS'of the
college can define problems, interpret them, and finally reach
a declsion to cure the situation. | | .

According to this cost accounfing system adopted in this. &
study, the major bulk of deficits comes from the Natural Science
Divigion. The deficit in Natural Science Diviﬁion;as wel1 a8 o e -
in another division roots badk partialiy to the'poliﬁical siua—
tion which sﬁrrounded Lebanon during that period; Summer sessions
of 1681 - 1982-were cancelled, No income from summer sessions
entered the college as planned-'Students.tﬁrnover within the
Academic Division stopped in turn. All these factors ¢aused he

total student hours production to fallat & time when fixed costs

cortinued to . incurr. Since the volume of producticn in an Aca-
demic Insgtitution is measured by the total number of student hour

pfoduction, one can wnderstands why total fixed costs per hour of

instruction increased during that period relatively to previous
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years, The total hours of instruction constitute the ground
overwhich total {ixed costs should be distributed, the lower
thege ingtruction hourg,'thé higher the total fix costs/hour
of instruction, hence by divisibn} The end result will be a

deficit especially when there is no income 1o cover the costs.

E. Cost/Program

What is the cost/program offered in a particular'
division misht be interested-data for the chairman.who is-run—
ning that division. In controlling cost digstribution among the
programs offered in his division, fhé chairpérson becomes moré
able to make a host of decisions as to how costly some programs
are, and thus, will set his own budget for the lelSlon on more
rational bases, |

It won't be a hiddén secret to mention that these
costs will be accumilated tﬁrough time and hence Becomes a direc—
tory which traces the behnviour of cos t pattern of each prowram
within each Academic D1V1Slon. Yet, by nrOJectlng these costs
from year to year, these data case the charlpersomfs gob in de-
termining'the quantity and quality of proféssionai,facﬁlty needed
for his divisibn. |

To caleculate the cbst of each program refer to Exhibits

94:10, 11, 12, and 13.
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EXHIBIT

9

IN NATURAL SCIENCE DIVISION

Natural Science Division :

Biology/Chemigtry

Computer/Math
Chemistry '
Computer Scilence
Dual Degree | :
Math Education

Pre~Fharmacy :
Science Education :
Computer Sc. (AAS):
General Sc. (A4S) :

(IL
(LL
(LL
(LL
(LL
(LL
(LL
(LL
(LL
(LL

3,024,424
3,024,424
3,024,424
3,024,424
3,024,424
3,024,424
3,024,424
3,024,424

3,024,424

x 38)
x 16)
x 10)
x 87)
x 88)
x 3)
x 16)

x 1)

x 69)

Total

: 349
¢ 349

L L

349
349

1 349
¢ 349

1 349

349

: 349
3,024,424) x 21) : 349=

LL
LL
LL
LL
LL
LL
LL
LL
LL

1L

328,307
138,656
86,660

753,939
-762;605

 25;998;

133,656,

8,666

597,952
181,985

10.89 %
4,58 %
2.87 %

24.93 %

25.21 %
0.86 %
4,56 %
0.29 %

19.77 %
6.02 %

© LL. 3,024,424 100,00 %. -
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EXHIBIT 10

COST/PROGRAM IN BUSINESS'SCIENCE_DIVISION

Business/Computer

Business/Account,
Business/Economics.:
Business/General  :
Business/Management:
Business/Marketing :
Business Manag (AAS)

Secreterial Studies:

2,211,660

2,211,660

. 2,211,660

2,211,660

. 2,211,660

2,211,660
2,211,660

2,211,660

Total

x.

X

X

™

lél)':
32)

12)

6) .

249) :
16)
195)

8)

LL

= 1L 413,796

18.94 %

‘= LL 110,756 5.01 %
= L1 51,534 1 1,88 %
= LL 20,767 .04 %
+ IL 861,821 38,96 %
= LL 55,378 2.50 %
= LL 674,920 '30052)%
=1L 27,689 1.25 %

2,211,660

100,00 %
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EXHIBIT

il

COST/PROGRAM IN HUMANITIES DIVISION

Communication Arts'D :

English Litterature
Fine Arts |

History

IDIS (HD)
Advertising Design
Com.unication Media
Interior Design
Liberal Arts

Library Science

LX)

(2]

-0

(LI
(LL
(LL
(LL
(LL

(LL

| (LL

(1L

(LL

o~
[l
r-

4,448,106

4,4484106

4,448,106

4,448,106
4,448,106
4,448,106
4,448,106
4,448,106
4,448,106

4,448,106

Total -

x 3) s

X 53) 1 337
337
X_725 : 337
x 1)+ 337
x l). : 337
x 41) @ 337
x 43) & 337

x 98)

*e

337

x 9) 337

(2]

x 16)

337

LL

IL 699,554

15.73 %

LL 39,597 0.89 %.

LL 950,337 '21.35-%

LL 13,199 0.30 %

LL 13,199 0.30 %

LL 541,164 12,16 %

1L 567,562 12.76 %

111,293,515 29,08 %
L 118,790 2.67 %

IL 211,166 4.75 %

4,448,106 100.00 %
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EXHIBIT - 12

COST/PROGRAM IN SOCIAL SCIENCE DIVISION:

6) :+ 81 = 1L 102,146 7.4 %

Human Development DF : (LI, 1,378,966 x
Humen Development EC : (LL 1,378,966 x 11) : 81 = LL 187,267 13.56 %
Humen Development EE : (IL 1,378,966 x 17) : 81 = IL 289,413 21.00 %
Human Development SW : (LI 1,378,966 x 5) : 81 = IL 85,121 6.15 %
Int, Affairs CD : (LL 1,378.966 x 34) : 81 = LL 578,825 42.00 %
Political Science ¢ (IL 1,378,966 x 6) : 81 = LL 102,146 7.41 %
IDIS SS ¢ (11 1,378,966 x 2) : 81 = LL 34,049 - 2.45 %.
Total LL 1,378,966 100,00 %

EXHIBIT 13
COST/PROGRAM IN APPLIED SCIENCE DIVISICN _ ‘
IL 81,783 4.47 % -

TEFL : (L1 1,830,691 x 13) : 291 =

IDIS : (LL 1,830,691 x 1) : 291 = 1L 6,291 0.34 %
Techer Education : (LL 1,830,691 x 18).: 291 = ILL 113,239 6.19 %
Intensives : (LI 1,830,691 x259) : 291 =LL1,629,378 89.00 %

fotal  IL  .,.30,691 100.00%
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Cost Cbhfribution per Prosram

Cost Contribution per Program is an attempt to calcu~—
late how much percent has one Academic Division contributed out
of the total costs of achieving the requirements of a particular
major. To transmit the idea of Cost Contribution, any major from'
any Academic Division can_be‘consideréd- Yet, the major;'over'
which this study is going to be applidd are taﬁen from ‘the AL/
AAS program offered in each divisidn{ AA/AASiprograms were'con;
sidered for two main reasons: (1) they are two years program,
the thing which is homogenous to the work of this study, (2) they-
provide the necessary information about cvurses talken yéar by '

year.

A. Projected STH

To calculate the total cost_of,é;stgdent WhO-sﬁarted _
his.AA/AAS program at BUC in the AcademicrYéég 1981 - 1982, and
graduafed at the end 6f the Academic Year_iéBé - 1983, the pro-
jected SPH-for,1982 - 1983 nmust be firgtnfound 6ut; To calculate
this rate, the following steps are necesSafy: _

1. Specify a pre—determiﬁed rate between the actual Cost/

. PTE and actual cost/SPH. This rate is obtained by di-
viding actual cost/FTE in a division by the cost/SPH of
that division, |

2.Divide the total projected costs of a division (Teble 8)

by the projected FTE of each Academic Division (See exhibit.

7} to obtain projected cost/FIE in each division. .




3. Divide the projected cost/FTE by the pre-determined

rate to obtain the projected qost/SPH;
For numerical illustration refer to Exhibits 14,

15 and 16,.

Iike all programs of the college, these:pfograms irg-

lude courses pertaining to different Academic Division. The

credits to be taken by a student“is:spééjfied vearly. By mul-

tiplying these credits by the cost/SPH in a division for each

year,

the total cost of the chosen'program will then be reached.

However, to calculate the percent-cohtribution of each division,

total costs of each division will constitute thig rate.

.B.

AAS {Associate in Applied Science)

This program is offered by the Natural Science Divi-
sion, In order to graduate, such a major student needs to
fulfill the requirémeﬁts of sixty six cré@its distributed
over two years (thirty three cfeditsla-yéar); Totélzper-.
cent conbribution of different divisions are shown in

Exhibit 17.

AAS (Associate iﬁ Business Management)

This progrém is offered by the Business Division. "
The requirements of graduation in this program are sixty
three crédiﬁs.distribuﬁed over two years as'follows:_thifty

three credits for the first year and twenty eight for the

second one., Numerical illustration is shown in Exhibit 18,
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" D. AAS (Associate in Library Science)

This program is offered by the Humanities Division.

Sixty three credits are sufficient to accomplish the re-

guirements of this major; thirty credits are to be accom—
plished in the first year, the remaining thirty three are

left for the second year. Numerical illustration is shown

in Exhibit 19.

- OV
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EXHIBIT 14 .

A PREDETERMINED -~ RATEVCALCULATION

Natural Science Division : IL 9,014 : 325 = ILL. 28,01

Business St. Division t 3,704 : 214 = _ 17;30

Humanities Division : 14,488 @ 248 := . 58;41

Social Sc. Division : 17,115 : 344 =  49.75

Applied lLanguage Division : 6,015 : 234 .= 25.70
EXIIBIT .15

PROJECTED COST/FTE

344.85 = 1L 12,410

Natural Science Division : IL 4,279,983 :
Buginess St. Division 3 2,827,883 : 655,21 = _ 4,316‘
Humanities Division - : 6,383,316 : 327.60 = o 19,485
Social Sc. Division : 1,917,178 : 86.21 = 27,238
Applied lenguage Division: 2,475,750 : 310036 = 7,977
Total : IiL 55:255
| = IL 13,285

Average : 66,426 : 5
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EXHIBIT 16

PROJECTED COST/SPH

Natural Science Division

Business Sc¢. Division
Humanities Division

Social Sc, Division

Applied Lg. Division

"

Il 12,410

4,316

(2] . (1)

28.01

1'7.30

U1
(o]
L ]

I
il

49,75

25.70

LL.

443

250

334

447

310
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EXHIBIT 17

DIVISIONS CCNTRIBUTICN

AAS (API'LIED SCIENCE)

Natural Science Division (81-82) : Cr 9 x IL 325 = 1L 2,925
| (82-83) 18 x 443 = 7,974

Total Costs o o 1L 19Q899
Business Studies Division(81-82) : Cr 12 xLL 214 = IL 2,568
‘ - (82-83) - 6 x 250 = 1,500

Total Costs o e ' : IL 4,068
Humanities Division ~  (81-82) : Cr 12 x IL 248 = 1L 2,976
i (82-83) 6 x 334 = 2,004
Total Costs | LL 4,980
Social Sc. Division (81-82) : Cr 0O x 344 IL 0
(82-83) 3x 477 1,341

Potal Costs | CLL 1,341

Total Costs : LL 10,899 + 4,068 + 4,980 + 1,341 = 1L 21,288

Having by now calculated the total costs of this program, each

academic Division Contribution is going to be &

Natural Sc. Division : 1L 10,899 : 21,288 = Lﬂ 51.20 %.
Buginess St Division : 4,068 21,288'= ' 19.10-%1l';
Humanities Division . | 4;980 : 21,288 = 23.40 %
Social St. Division i 1,341 : 21,288 = 6,30 %

ity et e et e A P et

Total ',; _ , ©100,00 %
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EXHIBIT 18

DIVISIONS CONTRIBUTION

(AAS IN SUSINESS MANAGEMENT)

Natural Science Division (81-82) : Cr Y x 11 325 T=EIT. 2,995
(82-83) -0 x 443 = __ 0
Total Costs o L Tl. 2,925
Business Studies Div. (81~92) : Cr 9 x 1, 214 = 1,926
(82-83). 2l x 250 = 5,250
Total Costs - LL. 7,176
Humanities Division —  (81-82) : Cr 12 x1y, 248 2,976
| (82-83) 6 x 334 2,004
Total Costs - IL. 4,980
Social Science Division: (81-82) : Cr 3 x ¢; 344 = 1,032
(82-83) 0 x 47 = 0
 Total Costs 1 . LL. 1,032
Total Costs : LL. 2,925 + 7,176 + 4,980 + 1,032 "= IL. 16,113
Divisions contributions are @ ' _ '
Natural Science Division: LL 2,925 ! 16,113 = 18,15 %
Business Studies Division IL 7,176 : 16,113 = 44,55¢
Humanities Division LL 4,960 : 16,113 = 30.90 %
Social Science Division IL 1,032 : 16,113 = 6.40 %

100.00 %
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BARIBIT 19

DIVISICKS CONERIBUTION

A8 (ASSOCIATE IN LIBRARY SCIENCE)

Natural Science Division (81-82) : Cr. 2 x 11 325 = ILL 650
¥

(82-83) 4 443 = 1,772
Total Costs ‘ : , LL 5:;55_
Business Studies Divis, (81-82) : Cr 4 x ILL 214 = 1L 856
(62-83) 2 w 250 = 500
Total Costs L  LL'£:§gg
Humenities Division  (81-82) : Gr 21 x il 240 IL 5,208
) | (82-83) 24 x 334 = 8,016
Total Cogts : .‘_ LL 53,254
~Social Science Division (81-82) : Cr 3 x Li 344 = 1L 1,032 -
(82-83) = 3 x 447 = 1,341 .
Total Costs - | CiL 2,373
Total Costs : LL 2,422 + 1,356 + 13,224 + 2,373 = L1 19,375

Divisions. Contributions areg:

Natural Science Division : LI 2,422 ¢ LI 39,375 = 12.50 %

Buginess Studies Division 1,356 19,375 = 7,00 %
Fumanities Divisien 13,224 19,375 = 68,25 % .
Social Science Division 2,373 : 16,375 = 12.29 %

e 50

Total 100,00 %




CHAPTER VX

'SUMMAHY.AND RECOMMENDATIONS

This stﬁdy establishes broad gnidelines for a cost accoun-
ting system that might be beneficial for différént Acédemic insti—‘
tutions. This Cost Accounting system uses the full costing approach
and considers.each.Academic Division as a se@érate unit, The raetio-
nal behind separating units has three advantages; to trace cost in
each division, to define the problems, and finélly find a solution.
which cure these problems and not their symptoms. In brief, this
imply meking declsion based on more ratioﬁél'base'by focusing 6n
parts of the entity firét,rand then on the entity as a whole,

To reach this objective, this fé;méfch-was conducted in
different éteps incorporated in different chépﬁér;‘ © upply the
essentials_bf full costipg approach, it was*necessary'to define
the important background needed for this-purpoéea The ssseﬁtials
of full costing system were presented. .Thé_main diffe;ences bet—
ween profit and nonprofit institutibns were exposed, and finally
therproéedures_of the Suggested.cost'accounting system were de%eré.
mined. _ |

The épplication of this system to BUC College réquired
information about both, the physical and administrative'ofganiza—
tioh of this institution, in order to define its main cost centefé
and "Froduction Areas® (i.e. Academic Division),

By using the data of 1981 - 1982, costs centers were

allocated to "Production Areas™ on the basis of quantitative mea-
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sures which directly'cbnnect this cosﬁréenter to any Academic .
Division. These allocation bases were: (1) the FIE of faculty,
2) FTE of Studeﬁts, (3) FPrograms offered in each division, (1)
Total attendants of a division, énd (5) the.area occupied by’
each division. Based on that, the totalrcosts for each division
was calculated and ﬁifferent items of.costs were derived. These
items of'costé : (1) cost/SPH, (2) cost/Attendant, (3) cost/FTE
(Students, (4) Profit/Loss analysis for eéch’diyision, (5) cbst
of a major, and (6) cost contribution by progfamé; o

Based upon the first four calculatibns, the results
reveéled that: (1) the Social Science Divigion lacked student
enrollements relative to its total costs, (2) thé Natﬁral Science
Division incurred high total costs relative to its.total_reVeﬁues
which called for reviewing the tuition fee of this divisioﬁ in
the absence of available piéces for enrollements, (3) The ' ma-
nities Division deficits could have been cdmpensaied if,summér
Sesgions were not cancelled that year; this-deficit is not a base
to judge the situation of this division unless previousrevidence
proves that this division falled into deficits; (4)_fhe Applied
Language Division is sﬁpported by its Ihteasives préﬂram, élthough
their Bachelor degrees are lacking enrollemenfs, andAfiﬁaliy'(S)' 2
fhe Business Division is safe, since it passed the most difficult
days of the college without brezking even, nothing remains to
worry about in this division, | | o

Any chosen system remains incoimplete unless it;is folm

lowed by complementary steps. In real, a system looks like a ch#in'

which is composed of differént rings. To be a useful chain, its




rings must be complete., However, if one ring is missing the whpié{
chain becomes unuseful., Therefore, if a complemenfary system is
swing recommendaticns are to be considered:
a. A statistical Bureau. In each organizstion of this type;?
a special bureau which deaISIWith Statistics must be es-
tablished. The job of this bureau is to keep derivingffhe-* ? ;
necessary data, classifying fhém, arrangsing them in uée—
ful matter, and finally reporbins the nécdssaTy'outcomeé;Wfd#fw””w
at the right time to therright place,_imﬁroﬁing the ma~
nageﬁent information system nf the college°
b. Students Body: The studeqﬁ'body must Ee regarded as diffe—
rent separated unifs rather than one body especiallyrin
planning mattgrs, to trace the position of eacﬁ division.
Moreover, a clear policy as to the projected quantity of
étudents in Academnic DiViSionS,_asgwell'asTin:programs
(BA/BS, lS) must be agreed upon, All'thé;above are needed
to avoid excess of expenditures over the budgeted amount
(low variance); and at the sume time tqravoid waste and
ineificient use of funds.
c. otudents Turnover: Students turnover raté Within each.
division must be kept under control. Students turnover
(attendants) within_an‘Académic Divisgion constitutes one

of the best solutions for divisions which usually i.ce

a decrease in their Student Hour Production (the social
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Science Division in case of BUC), A possible solution in
the abserice of demands for programs within such aivisions,
is to impose more electives or college requirement cour-
ses from these difisions.

d.FProblems Treatment: When a problem occuré within an
Academic Division, rgsponsiblés are réquested to find a-
sclution for that area. In most cblleges which treat their
Academic Divisions as one unit!rsolutiphs usually affect

- the whole divisions and are reached én Thei ;.Counts;
In these circumstanceé, some divisiohé'céver the problems
of other divisiohs, and accordingly, thelsymptoms of these
problems are cured, and not the-pr&bems themselves. For
example, the total deflCltS for BUC in 1981 ~ 1982 cen be
cured, but still the source of these deficits (Naturall
Science Divion)} will incur each year if a solid treatmentl.
is not adopted. If left without treatment, it w111 eep on
causing deflclts. However, solutions that treat symptoms
and leave the real causes-untouched, remain invalid becéﬁse
they postpone the real treatments and leave the opoortunlty .
opened for these problems to show up agaln very soon,

e. Cost/FTE : If the college is 1nterested in the real Cost/
FTE, simple modifications of the present system would sa-
tisfy this need. The system shquid be modified in a way
to differentiate students by majors, courses by divis 1035,
determine the total exchangé emounts, get the new total

costs of a division and then divide by the FTE to obitain

the needed cost,.
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