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INTRODUCTION

Opportunities and risks must undergo careful assessments in order to survive in the world of
globdization. This gpplies rot only to the private but aso to the public sector, including governmentd,
political and educationa indtitutions. New control mechanisms must be developed and implemented to
measure and monitor the performance of politica programs. These tools primarily employ evauation
techniques and performance indicators. The need for such instruments is most acute in political programs
and processes where large sums of money are involved, where little information is available about the
recipients of monetary contributions and where significant public emotiona involvement is gpparent, such

asin education, socid security or public hedth issues.

Because the traditional compliance auditing is not sufficient to measure and monitor the performance of
political programs, anew concept has been developed at the Office for Education and Science to alow
a comprehengve performance audit of its universty funding programs. Such an audit was an asked
program for the parliamentary bodies, regarding their loud cal for the gpplication of modern information

and monitoring ingtruments during their debates on the new University Funding Law.

The comprehensive performance audit concept alows us to assess the effectiveness, the efficiency and
the appropriateness with respect to results, structures and processes of dl the programs, that are
regulated by the Universty Funding law. The University Funding law describes the dlocation of federd

subsidies and grants used to cover generd operating expenses and costs related to the maintenance of



the physcd plant and infrastructure as well as the contributions to some minor incentive programs in
universty teaching and education. The novety of this performance audit concept has generated
widespread awareness of the need for such an gpproach. Not only isthere an interest in the effective use
of federd funding, questions have aso been raised about how these funds have influenced the direction
and development of the university landscape in Switzerland.
BACKGROUND

The Twentieth Century is most notably characterized by continual economic growth, despite two world
wars and the massve recessons linked to them. It was only &t the end of the Sixties that this growth was
interrupted regularly by phases of economic recesson, to which the following has been attributed in

recent years:

[ acceleration of technological change
[] globdization of the markets
O competition among nationa production Sites

W tertiarization, or growth of the service sector, in the Western industrialized countries

Through the greater vulnerability of the indudtridized nations from globd networking (eg. the cepitd
markets), the realm for conflict has increased not only between society and economy, but also between
economy and politics. The tetiarization of the indudtridized nations and the gradud shift from a
productivity- based society to a knowledge-based society brings with it afundamenta change. By forcing
domestic economies to open up and build up new networks, interacting forces of a new complexity are
crested requiring managers and politica decison makers to develop system thinking as a new core

competence. This skill includes thinking in a larger context to make the causes and effects of complex



systems more transparent. In this respect, what we have are the typicd functions normaly consigned to

what is traditionaly termed "evaluation”.

How weakly system thinking is developed in most people and how few people are in a postion to
master complex Stuations can be seen in an experiment carried out by Dérner.! He conducted astudy
with test persons using a computer smulation where they had the task of generating greater prosperity in
a fictitious country. The test persons had the freedom to decide whether to invest in education,
hedlthcare, security or ecology projects. The computer calculated the consequences of each intervention
for the fictitious country. The experiment demonstrated clearly that practicaly none of the test persons
was able to bring about a higher level of progperity. On the contrary, in most cases, the test persons
drove the country to the brink of economic disaster. Their serious migudgments resulted from the fact
that they tried to extrgpolate the past linearly athough it is well known that curves depicting growth and
dedine are exponentid. In addition, the test persons concentrated on processing information from the
past, which is practicaly meaningless for an assessment of dynamic systems and, in extreme stuations,
can lead to overlooking dangerous developments. When they redlized that the sandard of living in ther
city was continudly on the decling, they tried to sabilize the Stuation with many smdl adjustments
(treating the symptoms), which of course failed. Rather, the situation visibly deteriorated, because each

correction caused an additiona problem.

This example makes clear that complex sysems - politicd programs - demand changed control

mechanisms and an dtered awareness in regard to the acquisition and processing of information.



Although these new developments in business and society did not take place yesterday, our society lill
does not have assessment measures, which would be suitable for overseeing the processes of complex
systems such as are found in highly networked enterprises or in public administration. The traditiond cost
accounting concentrates primarily on production and does not deal with the service sector of a modern
knowledge-based society or public adminigtration, which requires a large portion of the gross nationd
product in al industridized countries. In other words, we often do not know how input and impact are

connected or whether moneys expended are justified and the results useful.

Not only are adminidrative bodies aware of this unsatifactory dtuation, but dso increasingly
parliamentary bodies, which more and more are cdling loudly for the application of modern information

and monitoring instruments such as auditing and evauation or the generd use of performance audits.

How srong parliament's will is to find gpplication for the new monitoring insruments could be seen
clearly during the debate last autumn on the new Swiss Federd Law on Universities Funding. In this
context, the parliamentary commissons, which are responsible for preliminary hearings, ingsted thet at
leest dl newly developed federa programs must be evduated after one legidative period and that the
evauation reports must be published. For this reason, the Swiss Federad Office for Education and
Science decided to develop a comprehensive mode for evaluating its universty funding programs.

Performance audits for the research programs will be worked out in a second phase.

COMPREHENSIVE AUDIT PROCEDURES IN ADMINISTRATION:
PERFORMANCE AUDITSIN ADDITION TO COMPLIANCE AUDITS

Genera Introduction




Investigations or tests generdly serve to initidize a learning process and later to confirm or change the
patterns of the participants, depending on the results? In this sense, negeative deviation should not be
primarily undersood as consigning blame (accusation) but rather as an opportunity for shared
organizationd learning. Private and public enterprises, which are dedling with a dynamic environment, are
frequently subjected to control mechanisms, because restoring baance by making adjusments and

corrections for exiging irregularities is an on-going process.

In order to establish the necessary transparency between input and effects as mandated by New Public
Management Concepts, further evauation tools that measure the "adminigrative performance’ and
provide a legidative body with "a better prospect for monitoring and control” are needed in addition to
the traditional compliance audits, such as checks on the spending of budgeted finances or fulfillment of
required tasks. Furthermore, specific standards must be deveoped with which adminidrative
performance can be tangibly measured and assessed. Such standards could be evaluated through a

collaborative effort with professona auditing and accountancy organizations or the Federd Audit Office.

Performance Audits

Performance Audits are understood to be comprehensive results and systems audits. By systems audits,
the checking of processes and structures is understood. In contrast to this, using an assessment of results

dlows the determination of al of the intended and unintended consequences of a palitical program.




If the checking is limited to results of products or results that derive directly from administrative acts,
then we speak of smple results audits. If, however, al of the effects or consequences, i.e., the so-cdled
outcomes and impacts, are included, then the term evauation is used. The differentiation between results
audit and evaludion is primarily the extent of the audit conducted and the technique applied. In

traditional evauations, sociologica techniques play a dominant role.

While output * provides information about the production of a specific administrative unit and thus can
be immediately juxtaposed to the rendered adminigtrative performance, outcome and impact are
generdly understood in relaionship to the effect output has on society, industry and the environment, and

therefore describe aggregate behaviora changes.

Outcome says something about the generd effect of a program. In hedthcare, for example, specific
therapeutic teatments are of less interest than the number of trouble-free years resulting from it. In
contragt to this, the impact describes the individua level, which provides information about a subjective
perception and thus about individua behaviord changes. In hedthcare, a specific therapy leads to an
improvement of the hedth of the patient. The impact indicators relevant to this thergpy are symptometic
of how well a patient will fed after a pecific thergpy or operation. Important here is the subjectively

sensed improvement of his persond qudity of life.

Auditors, individudly, or as an independent or in-house ingtitution, mainly include or check the direct and

immediate effects as part of a comprehensive performance audit, whereas an evauation committee will




place greater focus on the indirect and consequentid effects. Thus, it is clear that complex results audits

must fal within the redim of an evauation.

Figure 1: An overview of performance audits
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All performance audits can basicaly be divided into two parts, planning and execution (see figure 1),
irrespective of whether these concern results, structures or processes. Various tests based on these
differing levels are possible that can be subsumed under the headings efficiency, economy or fisca

responsibility, effectiveness and gppropriateness. In figure 2, both the "planning” and the "adminigrative



production” processes of a political program are shown.” The model is based on the assumption that a
political program is set as a consequence of a public need or concern. This concern leads to planned
objectives as well asto product and resources plans. Insde the administration, these resources are used
up in the adminigrative production process and a number of products, activities or services are
produced, which have certain effects on the environment and the citizens. For a performance audit,
which includes the planning side, one is redly dedling with an ex ante evauation, wheress the right side

describes an ex post evauation or implementation check.

Figure 2: Tedt criteriain conjunction with the planning and production process
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Adminigtrative production

For economy, efficiency, effectiveness and gppropriateness, the following definitions apply:

0 Economy or fisca responghility describes the relationship between real and estimated costs.
Performance is fiscdly respongbleiif it is executed in a "reasonable cost” manner when measured

againg a given sandard.




[0 Efficiency describes the relaionship between the input and output measures of a production

process.

[0 Effectiveness describes the relationship between targeted and achieved in terms of goals.

Therefore, it says something about the degree of achieved targeted god.

[0 Appropriateness refers to the sum of all resources and strategies needed to achievea  politica

god and satisfy the needs of an envisioned population group.

Economy: The term fiscd responsbility in its narow sense corresponds to the previous definition.
Economy or fisca responghility, in the broader sense, however, refers to efficient as well as effective
implementation. In this sense, atask is successfully completed only if the correct things (effectiveness)
are correctly done (efficiency). It is entirdly possible that one administrative department works very
effectivdy but with very high cogts, while another very efficiently provides services that are no longer
cdled for. In order to check fisca responsbility, a standard codt-effectiveness accounting with

quantitative and quditative performance benchmarksis required.

Thrift> is a term often used in conjunction with economy. Thisterm finds its originsin finance and means
nothing other than expense-oriented cost-cutting measure. Thus, thrift is a concomitant part of the

principle of fiscal respongbility and is il retained as an higoric relict in numerous atutes.




In various references, one finds, next to the term effect or result, the term efficacy as well. Efficacy is

defined as the relationships between output to standard costs or outcome to standard costs.

Efficiency: Very generdly, the term efficiency dedls with input-output rlationships, while effectiveness
has to do with comparisons what was planned and what actualy is. Both terms can be applied on

different levelsin the adminitrative production process described infig. 2.

Effectiveness: Effectiveness’ audits are checks, which provide a dtatement of the leve of god
achievement in a process. In essence, they are a control of results and effects. The traditiond and most
commonly applied effectiveness audits are based on a comparison of what was planned and what
actudly resulted. In effectiveness audits, both the forecast level of god achievement and externd
consequences play arole. Proof of effectivenessis thus founded on a normative comparison of estimated
and reached gods. Effectiveness audits belong to the most demanding tests, Since established gods are
often only expressed in a quditative and descriptive form and first must be made operationd through
auitable performance indicators.” Various techniques from the fidd of operations research could be
gpplied, among them methods used in a cost-€effectiveness andyss or vaue-benefit analyss. In some
countries (Canada and Irdland), there is no legd provison for effectiveness audits. In other countries,
such as the United States, Germany and Switzerland, on the other hand, effectiveness audits are gaining

more widespread acceptance.




Appropriateness: In conjunction with the appropriateness of a program or a specific measure, the
performance auditor examines whether the targets could not have been another strategy or whether a
specific program used to achieve a specific goa was adequately conducted. This examines, in concrete
terms, whether sufficient resources (financid, human, or infrasiructure) were devoted to this specific
program. The administration could vary drategies and instruments through an ex ante evauation and list
dterndives for the governing or legidative body. Time and again, in the course of discussions about the
appropriateness of a palitical program, the demand is made that performance should serve to assess the
adequacy of palitical gods. Given the digtribution of power in a conditutiond date, thisis an undertaking
fraught with problems. While legidative or governing bodies have the task of establishing the goas for
political programs, it is the responghility of the adminidrative bodies to carry these out. The
adminigration has to examine them criticaly throughout the process, and keep the legidative and

governing bodies informed of the level of god achievement or, if necessary, possible incompetibilities

between god's established and program implementation.

A synopsis of a comprehensive performance audit is shown in figure 3. Thisillugrates al test levels that

could be relevant to a palitica program.

Figure 3: Synopsis of performance audits
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Compliance Audits

The dasscad compliance audits are above dl formd tests. An investigation is made of whether certain
facts or an examined object conforms to the legd regulations or ingructions given by a superior
authority. The legdity of the procedures is meant to prevent inconsstency and provides citizens with a
legd title of sorts, through which they can assart ther rights over the adminigration. The following points

could be emphasized in an audit:

[0  organizationa structure (corresponds the structure to the legal requirements?).
[0 procedure guiddines linked to the use of resources (contract and subsidy procedures,

selection criteria, procedurd transparency).



[0  program execution (does the program match the program laid out or were changes made?).
0 interna control system that should guarantee standards compliance (budget

procedures, bank account and asset record keeping).

AN OVERVIEW OF THE MOST IMPORTANT INVESTIGATION PROCEDURES:
AUDITING, MANAGEMENT CONTROL AND EVALUATION

On the bass of the law and from the literature on economics and sociology, three investigation
procedures can be differentiated. Corporate law provides the term "audit”, "management control”

comes from the realm of business administration, and sociology contributed the term "evauation”.

To summarize briefly, evduation is intended for rather long-term sudies on difficult to investigate
consequences, whereas an externd audit checks the functionality of internal monitoring and management
control systems. Thus, auditing has limited application for the assessment of government performance.
This does not mean that a country’s auditing and financid control authorities should not conduct
evaduations. On the contrary, an evauation of government performance and a check of the performance
of political programs corresponds exactly to the demands, which were laid down in the guiddines
published by the Internationa Organization of Supreme Audit Ingtitutes and recommended for adoption
by its member states® In order to competently conduct a comprehensive performance audit, the
governmental control agencies must expand their traditional set of instruments and acquire additiona

knowledge in the area of sociologica techniques.

Compliance Auditing




A magor difference between management control and auditing is based on the fact, that audits are
process independent. Auditors, especiadly externd auditors, come from the outsde into an enterprise
and, as a rule, examine in past &rms by comparing production levels, processes, and results with
established standards. The traditiond auditing and management control tools were created first and
foremodt for the andysis and assessment of financid measures and find limited gpplication when used to
assess performance, where a relation to monetary cycles is lacking. Thus externa auditors are primarily

interested in accounting (annual statement of accounts) and bookkeeping.

In contrast to this, there are checks conducted by internd examiners, cdled internd audits. An internd
audit can be described as a management tool shaped and created by the business executives, in whose
the members of an organization systematicaly analyze and assess operationa procedures and facts
within the organization. In short, an internd audit is foremost responsible for providing the management

with data that is correct and faithful to the facts.

Management Control

The primary responsibilities of a contralling authority in public management are coordination, regulatory,
and information tasks® Accordi ng to Schmidberger, adminigtrative management control should creste
regulating systems and improve available sysems. This work can be done by optimizing or adapting
exiging systems or by establishing a systlem where oneis lacking. In addition, administrative management
control must prepare methods and instruments to support management's decisionmaking processes.

Further responsibilities must be carried out in connection with information management, especidly by



cregting as many sources of information as possible and preparing it appropriately for consumption!
Since atentiveness in public management is inherently in short supply, it is increasingly urgent thet
information management is adapted and modernized.'® In summary, it can be said that a controller is
respongible for reconcile the demand for information with the supply. In this, he must rely on information
he considers correct, whereas an auditor persuades himself whether the collected data is complete and

correct, and whether the changes prove its worth in everyday operations.

Evduation as a Part of a Comprehensve Performance Audit

Of the examination procedures known from the literature, an evauation is the tool most suitable to

assess and judge the effects of complex government programs.

An evduation should help those responsible for a program to conduct and implement the program as
well as provide the politica decison makers with objective information needed to improve the qudity of
their dedision.™* An evaluation conducted drictly according to correct procedura rules dso thwarts
wedl-organized interest groups from exerting unfair influence on a politica decison, and thus provides a

foil for lobbyids.

Evduations can be undertaken for various reasons. According to Chelimsky,12 evdudions ae
conducted, for example, when it is important to assess the adequacy of program changes, if possible

improvements in existing programs are indicated, or if it is necessary to prepare a report for alegidaive




or executive body. Evauation studies can dso serve to test innovative proposals or compare and rank

exiging programs againg each other.

Although evauations are the primary type of checks used for palitical programs, they cannot be used for
agloba assessment of government dealings. The effort would be too grest, the costs would be immense,
and the necessary personnd for such testing throughout the entire adminigtrative area would not be
avalable in dl likdihood. For this reason, performance audits based on performance indicators were
devel oped.13 According to current adminigtrative theory, performance indicator systems are based on
two types of indicators, a quditative and a quantitative one, which must be carefully evauated for each
individua adminigrative activity. In contrast to heuristic procedures that often get suck in the
brainstorming phase, a coherent sdection of the indicators alows the greatest possible objectivity in the
shaping of assessment processes while limiting subjectivity in favor of transparency and substantieiity.14
Since an evaudion is generdly a time-consuming examination process, it isatool only used for politica
programs with large resource requirements and exposed to public opinion. Programs with limited
resource consumption, less public exposure, and fixed work procedures can usudly be examined using

smpler check procedures, such as performance measures.

COMPREHENSIVE PERFORMANCE INDICATORS IN UNIVERSITY FUNDING

Gengrd Introduction




Smilar to society in generd, the universties, at the end of this century and the dawn of a new millennium,
see themsdlves exposed to various trends from which they cannot escape. Generally speaking expressed
in the words of the day, these are globalization and sharper competition; increased government debt and
thus tighter government spending that must be divided among a continudly increesng number of
inditutions. Education and science are in direct competition with socid wefare services, agriculture,
public transportation subsidies, or nationa defense. Voices are heard in legidative bodies asking whether
it would not be more gppropriate to cut funding to education in order to plug the financid holesin federa
old-age pension schemes so that at least the socid safety net remainsintact. Concurrently, the number of
sudents and the large amounts invested in research have expanded rapidly while, in pardld,
parliamentary and government interest in the application of funding has shifted conditioned by the
congtant increase in the share of the gross nationa product devoted to research and education. Just
knowing that the budgeted funds have been appropriately gpplied no longer satidfies the legidators in
many cases. Rather, they want information from the education minidry in charge and from university
management about whether the investments made in fact have brought about the desired effect and
whether the moneys approved were gpplied in the correct place. The adminigiration is therefore asked
to conduct comprehensve performance audits including program evauations, which say something about
god achievement (effectiveness), the reaionship between input and output compared with other smilar
organizationa units (efficiency), fiscd responghility (economy), and indirect intended and unintended

effects.

The Higher Education Lan in Switzerland

Switzerland has nine cantond universities and two federd technica universties. Around 95' 000 students

are currently registered a these universties. Since the 1950s, when only approximately 5% of any



corresponding age group enjoyed a university education, the number has risen to 28% today in
Switzerland and 35% to 40% in the OECD countries. Thus universities have been confronted in recent

decades with a veritable rush of students, with which budget developments have in no way managed to

keep pace.

The University Policy Program of the Federd Government

Depending upon the system of educetion, tradition, and country, the government takes on differing
responsibilities, which are tied to a corresponding financid involvement. In Switzerland, the primary
respongibility for univergity support rests with the cantons (Smilar to the federd states in Germany) in
which they are based. These finance the lion's share of the university budgets themselves. In addition, the
cantons with universties receive moneys from the cantons without; findly, the federa government
provides subsidiary financia assstance to the universities. The latter share is around 15% to 25% of the

annud university budgets™®

According to the new university funding law three forms of financia assstance of federd programs can

be differentiated:

[ basic funding: funds that are passed on to the universties to compensate them for their running
codts Totd volume per year: Sfr 400 million.

W investment program: Funds earmarked by the universities for investments in physcd plants,
equipment, or computers. Tota volume per year: Sfr 70 million.

[ project-related funds as a specid program. Tota volume per year: approximately Sfr 45 million.



Since the new Federd Law on Universty Funding has fundamentaly changed the playing rules for
programs, the Federal Office for Education and Science, at the express request of parliament, has
started to develop a concept to redize a comprehensive performance audit which would alow a better

assessment of the performance and the design of the new programs at the end of the legidative period.

Besides the actud performance audit which the Federd Office for Education and Science will conduct,
the Federd Audit Office will continue with its classca compliance audits. Since this type of check must
be caried out officidly and extensive concepts and procedures dready exist, we will forgo further

discussion about this here.

Economy or fisca respongbility, as used as a measure of performance in reation to sandard costs, will
aso not be dedt with in grester depth here. Since the federd adminidtration is not familiar with cost
accounting tools, only over-smplified consderations could be made about how "economica™ programs
are. However, measuring the efficiency of procedures and structures could produce an indirect

egimation of this.

PERFORMANCE AUDITS FOR BASIC FUNDING

The Current Situation




Under the new Federd Law on Universty Funding, funds for universties are no longer input- or
expense-oriented but are now alocated on a performance-oriented basis according to assessment
criteria. These criteria are digned to universty policy gods, which favor a structuring of courses of
sudies, shorter lengths of study, increased outside financing (from research and services), as wdl as
generd economy in providing university services. Performance-oriented financing, which has replaced
conventiona expense-oriented financing, has met with a postive response in parliament and in the media
while aso drawing sharp criticism. Although it was clear to dl participants that expense-oriented
subsidization corresponded neither to modern government theory nor to current adminidreative practice,
initid resstance to the new alocation model was fierce. In the meantime, the participants have come to

terms with the new dtuation.

In concrete terms, the following assessment criteria are anchored in the new Federd Law on Universty

Funding.

For teaching performance: For the teaching performance a contribution is dlocated per student,
differentiated according to faculty, for the norma term of a course of study. Twelve semedters is
regarded as a normal term for a course of sudy for dl faculties except medicing, which is Sixteen
semesters. The federa contributions per sudent are different for each of three faculty groups pardld to
the provisions in the Inter-cantonad Univerdty Agreement (IUV) - corresponds to a horizontd financid
compensatory adjusiment - and takes relative cost differences into consderation. Thus it can be
assumed that the costs are sandardized for each faculty group, which integrates economic efficiency.
This is meant to provide an incentive for the universities to make a student's completion of a course of

sudies as early as possible through a tighter organization of course and examinations. Foreign students



were included in the modd as a further dlocation factor, Since this group is not affected by the horizontd

financia compensatory adjustment as foreseen.

For research performance: Basicdly those means, which the universties receive from the Swiss
Nationd Foundation, through credits from the European Union and the Commission for Technology and
Innovation (KTI), or from private sources, are used for the measurement of research performance. All
of these funds are dlocated through a competitive grant procedure. Therefore, these can be considered
performance-related measures, which have aready been subjected to another quaitative assessment

process (peer review).

These assessment criteria or indicators are weighted and then linked to a smple, linear modd, the
individua eements and the weights of which were the subject of intense debate. Different mode financid
samulations have shown that the financid support flowing to the individud universties would undergo a
substantiad change under a model change with congtant contributions (zero-sum game). For this reason,
the new law dlowsfor liberd trangtion deadlines as well as a specid fund, which provides the smdl and
medium sSzed universities with a cushion to absorb excessve losses resulting from the change of system.
This was the politicad compromise, which was worked out and made it possible to win over the support

of amgority of the membersin the federa parliament.

Checking Results

Results must be checked aong the lines of an effectiveness control to see whether the goals have actudly
been achieved as envisoned under the performance-oriented financing and whether sgnificant changes

have taken place. On the output leve, thiswould be ared established reduction in the length of study, an



internationdization of the teaching area that would indicate an increase in the number of foreign sudents,
and, findly, an intengfication of research activities in nationd and international aress as well as an
increase in outsde funding to improve the financid base of the universties. Such an assessment would
a0 make it possble to say whether the universities efforts were rewarded sufficiently or whether their
efforts would not lead to the desired result. If - due to the sysem mechanisms - only very smdl changes
are possible, this would indicate that the system is very inflexible and rigidly cemented in the status quio,

which is certainly not desirable.

On the outcome leve, the universities pogtioning in regard to their research activities on a nationa and
internationd level as wdl as the sudents levd of satisfaction with the teaching faculty would be of

interest. This evaluation can be conducted relatively easly based on information available from the Swiss
Science and Technology Council as wel as from the Federd Statistica Office. The strong trend toward
more research is primarily important for giving the traditiona universities a clear profile compared to the

universities of applied science (technica colleges), which are built up in Switzerland at the moment.

Although it is possible to provide a picture of effectiveness based on the present objectives, it isfar more
difficult to assess the efficiency of a program in terms of output or outcome. One possibility would be to
relate the federa subsidy share to actud behaviora changes and compare dl universties among each
other. However, since we are not dedling with closed systems here, a clear assgnment of input to output
or outcome, is extremdy difficult to demondrate. A further question that would primarily interest
parliament has to do with the Specia Fund, which was provided in order to strengthen and preserve the
competitiveness of amdler and medium-szed universities. The parliamentary debate over this fund was

hard fought and gpprova was findly won only after alengthy dispute.



Checking Structures and Processes

When detailed regulations exist for processes and structures, effectiveness controls are a matter for a
compliance audit. If an adminigration does not conform to the letter of the law, it is ligble for
prosecution. It has no other choice but to stick to the given decision-making processes. This aso applies
for this program and explicitly for the caculation of the federa subsdies and the organization of
programs associated with them. Since the federd investment program dedls with large sums of money,
the program structure and the cdculation are spdled in the law in detail. The reason for this is the

necessary provision of legad protection for subsdy recipientsin this area.

In conjunction with the program structures and the corresponding processes needed to implement the
program, it is dready possble to say something concrete concerning efficiency. Based on the
deployment of labor in the adminigtrative offices concerned, it can dready be assumed that the new
program will absorb sgnificantly fewer resources than the old program. The reason for this is, that up
until now, a portion of the data had to be gathered especidly for the cdculation of basic funding. This
data was then checked by the adminidration in a long and time-consuming process and manualy
reprocessed. Today the data, which is necessary for the results-oriented financing, are provided by the
Federd Statistica Office and other federd agencies to the Federal Office for Education and Science in
eectronic form and reprocessed eectronically. This aso does away with the need for a costly quaity
assurance system in the Office for Education and Science, snce the federal agencies have dready

checked their data using plausibility controls and random samples.

Checking A ppropriateness




A check of appropriateness is meant to determine whether the federa university policy gods could not
have been achieved through other strategies. This could be considered through a further smplification of
the caculation modd based on a cost-accounting procedure that means what it says. This basic subsidy
could be made dependent on whether federd university policy gods were achieved. If this were not the

case, corresponding budget cuts could be foreseen.

However, the question of whether the cantond universities are sufficiently compensated for their efforts
by the federd government dready results in fierce debates whenever it is raised in parliament. The
adequacy of the leve of funding is thus subject to tradition (or-going budget perpetuation) and part of a

political understanding. For this reason, it duded evauation to alarge extent.

PERFORMANCE AUDITS FOR THE INVESTMENT PROGRAM

Since 1968, when the first Federd Law on Universty Funding went into effect, the federd government
on a regular bass has provided invesment funding to the univerdties that was intended for larger
investment projects in physicd plants, computers, and equipment. There is practicaly no change in this
area under the new law. The federd share for projects entitled to subsidies is between 30% and 50%,
depending on the financid strength of the cantons. Funding requests are submitted by the universties or
the respective department of education and individudly examined by the Federd Office for Education
and Science. Since the department receives funding requests for more funding than is available, it must
establish alist of priorities together with the universities and the cantons involved. This orders projects

according to their priority. The adminigtration must work off this list within the legidétive period.



Checking Results

At the output leve, a check must be made of how many funding requests were handled to the
satisfaction of the subsidy recipient, how many complaints and court cases resulted during the current
legidative period, and how quickly the funding requests could be processed. Since the federd
government's investment program has only undergone inggnificant change in recent years, a comparison
to previous legidative periods can provide some information about its efficiency. In terms of

effectiveness, checks can show whether dl funding requests submitted for consideration were handled.

On the outcome levd, it is necessary to check what amount of the federd investment funding was
released overdl and what nationa priorities were established. Further, it would be important to
determine to what extent the federd funds contributed to the profile building of the individua universties
(divison of tasks and collaboration). Since sufficient time series are available for this program, it is

possible to say something about its development and indirectly about its efficiency aswell.

Checking Structures

As mentioned, checking the funding requests results in rdatively high human resources costs for the
offices involved. These are the Federd Office for Education and Science, the Federd Office for
Buildings and Logistics and the Federd Audit Office, the cantona departments for education, buildings,
and auditing, and the responsible departments at the universities. Since the organizationa units delegated
to handle the funding requests are spelled out in law and ordinance, the check of effectivenessis a maiter

for an externd audit. Efficiency can dso only be determined by making a comparison of the actua



number of people involved over time. This has grown with the autonomy of the universities, while the

cantonal authority has reduced its presence only partly.

Checking Processes

Since the amounts subsidized for this program are substantia, the corresponding processes are clearly
spelled out in great detall in law and ordinance in order to provide the subsidy recipients the grestest
possible legd protection. Effectiveness audits are therefore of interest for externd auditors or the Federa

Audit Office primarily and are not handled further here.

The efficiency of dl processes can be indirectly evaluated by measuring the processing time for funding

requests and, and on the results side, the satisfaction of the subsidiary recipients as aready mentioned.

Checking the Appropriateness of the Entire |nvestment Program

A check of the gppropriateness of the investment program should examine whether the gods could not
have been achieved better with another strategy, whether the program has sufficient resources, and to
what extent procedures could be improved. A completdly new drategy would be alocatiing the
investment moneys to the universties in the form of a lump sum budget with the Stipulation that these
funds are only to be used for investment that correspond to particular previoudy negotiated university
policy gods. This would diminate the need for the extremey time-consuming individud vetting process
for the funding requedts. In terms of appropriateness relating to a program’s resources, an international

comparison could be made of different federd government's participation in the infrastructure costs for



universities and the infrastructure standard achieved. It is safe to assume that the support provided by the

Swiss federd government is dso responsible for the university infrastructure's excellent condition.

FUNDING LINKED TO PROJECTS

The Current Situation

Funding linked to projects concerns parts of programs, which contain projects to foster youth
development, to trandate knowledge into action, to support innovative univerdty collaborative efforts,
equa opportunity for men and women and new learning technologies. For dl of these projects, a
comprehengve financia and content report is required each year within the framework of a management

control effort. All program parts are subject to afina evauation a the end of the funding period.

Checking Results and Structures

Since the target for the individua programs are defined in greet detal in the corresponding guidelines; it
is not difficult to define effectiveness on the levels of output and outcome or impact in this case. The
primary interest in terms of efficiency is the program structure and its underlying organization. Since many
of the different sub-programs have great smilarities, individua programs can be compared. This applies
epecidly for overhead and the sttisfaction level a the universities that were in contact with the

adminigtration.

Checking Processes




To check effectiveness, an externa audit is primarily responsible here as well, since al processes ether
are spelled out by law or in corresponding guidelines. However, corresponding questionnaires are used
to evauate the process efficiency of al participants. This provides sufficient datato assess the efficiency
of decison-making procedures, the quaity assurance system, the service provison process and the
information system. Since sub-programs are very smilar in nature, these factors could be the subject of

Cross-comparisons.

Checking Appropriateness

Because of the high gods, one suspects that these can only be partidly achieved dready today.
Aggravaing the dtuation is the fact that the program - according to initid reactions - does not have
aufficient means available and thus is probably under financed. The digtribution of the entire credit made
available into sx subprograms magnifies this effect as well. For subsidies tied to projects, it must be
clarified in the future whether the number of subprograms could be reduced and whether the

organizational structures aswdl as the decision-making processes could not be smplified.

CONCLUSIONS

Given the range and number of federd subgidies in the area of universty funding, a comprehensve
performance audit is a demanding undertaking but not impossible. Since the said subsidies consst of

large amounts of money, the alocation and disbursement procedures as well as the corresponding



program structures are regulated in detail by legd measures, ordinances, or guiddines. This meansthat a
check of the effectiveness of these processes and structures is first and foremost a matter for a classical

compliance externd audit. In its execution, the adminigtration has practicaly no room for play. Thus a
check of effectiveness, at least as far as procedures and structures is concerned, can be omitted or only

examined in arudimentary fashion.

Something that must be discussed intensvely, as far as the planning side is concerned, is the aspect of
appropriateness. The focus here must be learning from mistakes and presenting aternatives for program
planning so that imbalances can be corrected for a new funding period or the next time the law is

revised.

What remains for the adminigtration are above dl effectiveness and efficiency audits of the results at
different levels as well as efficiency audits of structures and processes to the extent that experience
records are available from earlier programs. Together with the checks made during an externd audit, this
could provide a complete picture of the performance of a specific politica program as well as its

execution.
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