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We can all learn some lessons from the winners of
CAUBO's 1994 Quality and Productivity Awards

Ron Chrysler
President
Laumuian University
(705)675-1151 Fax 673-6519
E-mail: rchrysler@admin.laurentian.ca

BY K E N N E T H C L E M E N T S

O

nce again, C A U B O , the Royal Bank
and Xerox Canada are proud to honour the winners and participants in the
annual Quality and Productivity Awards program. Chosen from 44 entrants, the 1994 winners demonstrate the kind of creativity and
innovation that will carry Canada's universities into the future.
First prize, and $10,000, went to Dalhousie
University for three publications aimed at educating faculty "insiders." The documents were
collaboratively produced by Dalhousie's Office
of Instructional Development and Technology,
faculty, staff, administrators and graduate students. Copies have been sold to educators in all
provinces, 40 states and 16 other countries.
The University of Saskatchewan took
home $5,000 as the second prize winner for its
Automated Resume Registry and Referral
System. Using the system, career services officers can match up a graduate's skills, experience
and academic credentials with the specific qualifications desired by an employer — all with the
touch of a few buttons.
The $3,000 third prize was won by the
University of New Brunswick for an interactive
C D - R O M used for student recruitment. Called
U N B N U (UNB — and you), the program was
designed to speak more directly and effectively
to grade 12 students. It uses three engaging
components — an introductory movie, a game
sequence and the Internet software tool Mosaic
— to introduce U N B to future students.

Diffuser I'excellence

Terry Falconer
Past President
The Univcrsitv of Manitoba
{204)474-9777 Fax 261-13US
E-mail: terry.falconer@umamtoba.ca

Nous avons tous des lecons a prendre des recipiendaires des prix 1994 de I'ACPAU.

Dexter Kaulbach
Vice President
Technical University of Nova Scotia
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directeur
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PAR KENNETH CLEMENTS

E-mail: kaulbach@tuns.ca
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Regional winners included: the University
of Alberta for the huge savings realized by outsourcing routine cataloguing and library materials processing; the University of Western
Ontario for an automated parking management
system that created student employment, avoided confusion and improved service; McGill
University for ASAP, an electronic form-processing system that blends speed with security;
and, the Maritime Universities System
Integration Consortium, an information systems
network set up by five universities in the region.

'ACPAU, la Banque Royale et Xerox
Canada, commanditaires des Prix de qualite
et de productivite, se font tin plaisir de rendre hommage aux gagnants et a tous les participants. Pes gagnants de cette annee, selectionnes
parmi 44 participants, illustrent bien la creativite
et l'innovation qui propulseront les universites
canadiennes vers Pavenir.
Le premier prix de 10 000 $ va a l'Universite
Dalhousie pour trois publications destinees a un
public interne, fruits de la collaboration du
Office of Instructional Development and
Technology de Dalhousie, des professeurs, du
personnel, des administrateurs et des etudiants
diplomes. Des copies sur disquette ont deja ete
vendues dans les dix provinces canadiennes, dans
quarante etats americains et seize pays etrangers.
L'Universite de Saskatchewan s'est meritc
le second prix de 5 000 $ pour son systeme
automatise de reference d'emploi qui assortit
l'experiencc, les habiletes et les credits
academiques des candidats aux demandes de
Pemployeur.
Le troisieme prix de 3 000 $ a ete decerne a
l'Universite du Nouveau-Brunswick pour un
disque compact interactif utilise pour le
recrutement des etudiants de 12e annee.
Les laureats regionaux sont: l'Universite
d'Alberta pour les economies importantes
realisces grace a l'impartition du catalogage et
du traitement de documents de bibliotheque;
l'University of Western Ontario, pour un systeme informatise de gestion du stationnement;
l'Universite McGill pour son systeme ASAP
de traitement electronique des formulaires; et
finalement, le reseau informatique Maritime
Universities System Integration Consortium
mis de l'avant par cinq universites.

Congratulations to winners and all participants. In the end, we all win because of the
wealth of economical and innovative ideas made
available to us through this awards program, UIM

Felicitations aux gagnants et a tous les participants. Nous sommes tous gagnants en fait car les
prix A C P A U font profiter tous les membres de
ces innovations et ces economies, UIM
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Virtual Interviewing

S

haron Lee spent 14 years organizing
job fairs and career days for students and prospective employers at the
University of Western Ontario. But
after nurturing thousands of fledgling
careers, the co-ordinator of student
services realized that a new approach
was needed.
"Employers were increasingly
reluctant to spend large amounts of time
and money on the recruiting process,"
she explains. "Student interest was also
dwindling. They've lost faith in the traditional job market and want to target
specific sectors, rather than careers."
The solution was a virtual inter-

viewing system, deve
oped in partnership with
Bell Canada and A D C O M
Electronics Ltd. The first step
was establishing a site on the Internet
for the university's job-listing service;
next was a videoconference link that
allows students and employers to
speak face-to-face.
A trial of the system, involving
recruiters from Bell Canada and 54
Western students, ended successfully in
May. The next step is to solicit input
from the 150 organizations that currently recruit on campus.
Lee and her colleagues are now

seeking government and private-sector
support for the project, with the goal
of making the system self-supporting.
"This is part of a well-articulated
plan that will eventually provide online career services to our 150,000
alumni world-wide. At $10 apiece for
the service, you get an idea of its
tremendous potential." UIM

Tenure Revisited

T

enure has become one of Canada's
hottest political footballs. The subject made headlines during the recent
Ontario election campaign when
Progressive Conservative leader Mike
Harris declared that it should be
reviewed as part of an effort to cut
$400 million from the province's postsecondary education budget.
"We believe that can be attained by
looking at tenure, by looking at the fat
in the system, by looking at the bureaucracy," Harris said. "I want to reward
people for doing a good job today, not
for what they did yesterday."
At the same time, the party's
education
critic,
MPP
Diane
Cunningham, issued a press release
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calling for "accountability" within the
academic system. "We can't have a
system which (sic) protects teachers
who can't teach and who do not
engage in scholarly research and
inquiry," she said. "I was reassured to
know that the performance of tenured
professors is regularly reviewed. We
must, however, have a system which
provides professors the academic freedom they need in order to pursue
their choice of scholarship."
The president of the Council of
Ontario Universities took issue with
the remarks. In a letter to Harris, Peter
George said that the elimination of
tenure would actually raise salaries in
the province's universities. "The pro-

fessoriate are recruited and retained in
a highly competitive national and
international marketplace. If Ontario
alone were to abolish tenure, we would
have to replace a non-monetary benefit, tenure, with an increased salary
component in order to attract and
retain high quality faculty members."
Meanwhile, in Alberta,
the
province's four universities recently
negotiated academic reorganization
and financial emergency clauses with
their faculty associations. The agreements outline the terms under which
tenured faculty can be re-assigned or
laid off in cases of financial emergency
or the reduction, deletion or transfer of
an academic program, UIM
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More Transparency

O
Laval Receives
Stamp of Approval

T

he Faculty of Management
Sciences at Universite Laval was
recently accredited by the American
Assembly of Collegiate Schools of
Business. Laval is the first Quebec
university, as well as the first francophone university in the world, to
obtain this prized certification.
Accreditation by the AACSB can
be seen as a university equivalent to
ISO certification. The process

stretched over two years and required
the submission of a 300-page report.
Some 52 criteria have to be met before
candidates are given the seal of
approval. To maintain certification,
universities have to undergo a complete re-evaluation every five years.
The University of Calgary and
the University of Alberta are also
certified by the AACSB. — From La
Presse, Montreal UIM

n May 14, Quebec Education
Minister Jean Garon tabled Bill
95, which will force universities to
disclose the salary and perks paid to
their rectors, vice-rectors, deans and
secretaries. The bill also calls for the
disclosure of executive salaries.
A number of incidents extensively covered by the media have
prompted such action, which the
minister justifies by a need for
greater transparency in these times
of budgetary constraint. University
administrators are taking this new
irritant in stride, having locked
horns with the minister a number of
times before. — From La Presse,
Montreal UIM

Setting a New Standard

A

cademic achievement is essential
for prospective university students. But is it too restrictive? A proposal being considered by B.C.'s Simon
Fraser University would permit 10 per
cent of incoming students to be chosen
on the basis of "diverse qualifications,"
such as motivation, non-academic
achievements (community service, athletics and so on) and disability.
A number of other Canadian universities have similar policies, including some departments at Guelph,
Queens, UBC and Lethbridge.
Director of admissions Nick Heath
says that Simon Fraser raised its admissions standards significantly in 1989 in
an effort to cope with rising enrolment
and limited resources. Since then, he
says, there have been suggestions that
good students who were well-rounded
citizens have been displaced by those
who focused exclusively on getting

S p r i n g
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good marks.
"Secondary school
principals have expressed concern that
students are dropping
their course loads to the
bare minimum so they
can maximize their marks.
Many of those students don't
take part in any extra-curricular
activities, either. This doesn't have the
best effect on the school system."
An admissions sub-committee is
developing a scoring system whereby
those students who don't make the initial cut would be re-ranked on the basis
of the broader criteria. He estimates
that about half of the students, or five
per cent of the total, admitted under
these circumstances would not have
been otherwise.
Heath believes the proposal will be
approved on a three to five-year trial

basis, beginning in
1996. If it receives subcommittee approval, it
will go to the full
admissions committee
and then to the senate.
Last year, the senate
rejected the proposal and
sent it back for further study.
Admission standards, of
course, stand to be completely
reviewed if enrolment continues its
downward spiral. With the demand
for first-year places down by as much
as 10 per cent at some individual institutions, universities are already lowering standards, introducing new scholarship programs and generally stepping up recruitment efforts.
It's also interesting to note that
applications for community colleges
have increased by three to five per cent
in most regions, UIM
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T.A.L.'s fundamental approach has consistently added value over the long term in equity, fixed-income and asset mix management.

Our FundamenT.A.L. Approach to

Managing Institutional Investments
and Counseling Institutional Investors
J o w a growing product range gives T.A.L.
the means to meet evolving client needs
T.A.L. is an investment manager in the

T . A . L . ' s investment objective is to

As T.A.L. does not have a bias for any

broad sense. W e are both portfolio

effectively and consistently add value to

one product or asset class, we are free to

managers and counselors to institutional

portfolios over time, with an exposure to

focus on meeting needs, rather than on

risk which is acceptable to clients.

selling products. Client needs have led

Naturally, this requires a clear

us to launch a number of products in

investors.
F r o m our beginnings as C a n a d i a n
portfolio managers in the early 1970s,
we have expanded our product range
to include US and

international

investments.

recent years, such as bond index, foreign

understanding of client needs.

bond and derivative-based international
T o t h a t end we serve as

equity funds.

investment counselors, working
closely with clients and consultants.

In every asset class, T.A.L. has followed

In particular, our f o r w a r d - l o o k i n g

And the firm's broad scope will give
us the means to quickly

and improved on the same management

approach to capital markets is valuable

appropriate new products in future — to

approach: Fundamental analysis and a

in helping clients formulate long-term

keep pace with the continuing evolution

proven

investment policy.

of b o t h i n s t i t u t i o n a l investors and

decision-making

process

guide all investment decisions.

financial markets.
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IT MAY BE EASIER SAID
T H A N DONE, BUT THE
ADVICE FOR HARD-PRESSED
INVESTMENT MANAGERS
IS: DIVERSIFY, BE FLEXIBLE
A N D CONSIDER N O N - T R A D I T I O N A L INVESTMENTS

By Steven

1994

G . K el man

was a dismal year for many Canadian university endowment funds. Those

who depended on the bond market to provide income and preserve capital saw the value of their
portfolios tumble as interest rates soared. Losses of more than five per cent were common among
bond portfolio managers — the worst performance in more than a decade.
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You shouldn't need a PhD t o get useful
information on your university's
pension plan or endowment fund.
You need something much more
valuable - CTConnect from Canada
Trust. As the country's leader in
university plan custody, we developed
this leading-edge software to give you
a direct connection t o useful custody,
pensioner, and recordkeeping
information ... as well as communications links that include the Internet.
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Management

Weighing

A further five per cent payout to
student or academic beneficiaries left
endowment funds decimated. The lesson is that the traditional, low-risk
investment strategy of emphasizing
bonds in endowment portfolios can be
risky and unpredictable.
What's a treasury officer to do?
The answer is to learn from larger
endowment funds that tend to beat the
averages. Diversify, be flexible and
consider non-traditional investments.
Don't run your endowment funds
the same way you run pension funds.
The objectives and, more importantly,
cash flow requirements, are different.
There are many international alternatives to choose from because, unlike
pension funds, endowment funds
aren't limited to foreign investments of
20 per cent of assets.
That option is available to everyone, not just universities with $100
million or more in endowments.
Markets have changed in recent years
and the development of pooled prod-

Your

Options

ucts, new investments and the scramble for business by institutional
money managers gives funds as small
as $1 million the same opportunities
as larger funds.
But moving into the big leagues
won't be an easy transition. Any treasury department and endowment
fund investment committee that
wants to go beyond a white bread
portfolio must be prepared to take an
active role in setting objectives and
monitoring performance.
Most committees have a policy of
hiring managers, then leaving them to
manage. But heavier hands may be
required when it comes to emerging
markets and the like.
Once you invest outside Canada,
particularly in countries where the
currencies are more likely to follow
the German mark or Japanese yen than
the U.S. dollar, you face potentially
substantial foreign exchange risk over
the short term.
Even markets in our own trading

block can bring surprises. For instance,
Canadian investors who ignored
Mexico's debt problems and social
unrest recently lost major portions of
their investment as the peso collapsed.
Diversification at work

Lessons can be learned from studying the example of successful large
funds. McGill University's endowment funds are highly diversified,
with almost half of the $400 million
portfolio invested in U.S. and international equities.
McGill's funds are measured and
they consistently rank among the
country's top performers — they
held first quartile S.E.I rankings in
eight of the past 10 years. The secret
of their success? "We have a dynamic investment committee," says treasurer Stewart Budden, who notes
that several members have substantial investment expertise.
Budden and his staff stay on top of
trends and work with the investment
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Over The Years We've Gone A Long Way
To Ensure A Solid Return.
Now We're Going Even Further.
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NATIONAL TRUST INTERNATIONAL FUND

National Trust, Canada's longest established
Trust Company, and Brown Brothers Harriman
fr Company, the oldest and largest private bank
in the U.S., have combined their expertise to offer
Canadian institutional investors a balanced, quality
oriented approach to global investing.
The National Trust International Fund was created
to take advantage of equity investment opportunities
available outside North America.

Guided by Brown Brothers Harriman & Co. as
investment advisor, the National Trust International
Fund offers an investment strategy driven by
the search for growth at a reasonable price and an
emphasis on fundamentals.
To benefit from 70 years of investment experience
call Michael-Edward Chwalka, Vice President,
Pension & Institutional Sales at (416) 361-5626 or
any of our offices listed below.

National Trust
Pension & Institutional Trust Services
Vancouver
(604) 631-8165

Calgary
(403) 267-0414

Toronto
(416) 361-5626

Montreal
(514) 842-2001

Halifax
(902) 420-0640
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committee in formulating investment
policy. They retain outside managers
to manage the funds.
McGill has taken a multi-manager
approach to investing its portfolio: it
has four Canadian investment counsellors as well as five portfolios operated by mutual fund managers and the
Common Fund.
The institution's decision to participate in the Common Fund reflected the
fact that several of the managers that the
committee wanted were in the fund.
McGill's method of choosing
mutual fund managers was quite
detailed. "We developed criteria, came
up with some names and asked our
consultants for more," says Budden.
The committee divided $25 to $30
million among four managers, later
reducing the number to two; at some
point, it may be cut back to one.
Budden and his staff examined criteria such as custodial arrangements for
the funds. These are often taken for
granted when Canadian managers are
chosen, but should be investigated
thoroughly for foreign investments
^specially those in the lesser developed economies.
The committee earmarked about
$9 million for emerging markets, to be
split between two managers. The timing of the investment, however, was
Budden's decision and the money was
placed on a gradual basis.
Budden points out that the staff
reviews new investment areas every

Options

year and presents a list of its recommendations to the committee in charge
of investments.
The balanced fund alternative
The University of Toronto also
diversifies, but most of its assets are
divided between two managers who
take a balanced fund approach and
have complementary styles. U of T
treasurer Bruce Curwood says the
arrangement works quite well.
Balanced funds, which combine
stocks and bonds, have become very
popular in recent years for a wide
range of investment purposes. In
order to maximize returns and limit
risks, the asset mix theoretically
changes to reflect the outlook for various classes of assets and various markets. Its success depends on a manager's ability to correctly forecast
interest rate trends and on his or her
ability to select individual securities.
By using managers with different
management styles, U of T has combined the balanced fund strategy with
the multi-manager approach. Many
managers will likely have similar longterm rates of return. But over the
shorter term, their performance can
vary widely depending on their strategies and market conditions.
For instance, at one stage of the
business cycle, managers who buy on
the basis of value will get better performance than managers who buy for
growth. At other stages the buyer of
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Small staffs can diversify
— with caution

Can universities with much smaller
endowment assets duplicate McGill's
level of diversification? Probably. It
depends largely on whether staff and
investment committees have both the
time and expertise to choose and
monitor investments as well as investment managers.
Even relatively small funds of several million dollars can diversify
internationally. But, unless they are
willing to develop the staff expertise
necessary to monitor performance,
they might do well to avoid the "new"
investment alternatives.
Otherwise they could find themselves in over their heads. It is important that those responsible for endowment funds let investment counsellors
know that they have an interest in pursuing performance.
While investment counsellors are
likely to seek out or retain pension
fund accounts, endowment funds are
often overlooked.

A COMBINATION OF
TEAM AND SPECIALTY
MANAGEMENT THAT
PRODUCES CONSISTENTLY
SUPERIOR RESULTS

VIGILANCE • COURAGE

SUITE 1400
1002 SHERBROOKE STREET WEST
MONTREAL, QUEBEC H3A 3L6
TEL.: (514) 288-4122

small capitalization companies might
do best. Combining two or more
styles should result in less volatility
over the short term and good longterm results.
Curwood notes that very few universities have the staffs necessary to
oversee a complex investment program — his is a staff of two. "We can't
replicate Harvard," he says.

SUITE 1010
70 UNIVERSITY AVENUE
TORONTO, ONTARIO M5J 2M4
TEL.: (416) 977-4577
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Weighing
Your Opt ions
Whether smaller endowment
funds can diversify near-term
depends largely on their province of
origin and its trustee act. Most
provinces still have archaic trustee
acts that have not been updated to
reflect today's investment alternatives. They effectively limit investments to those that meet the old
"legal for life" definition.
Mutual fund corporations and
trusts are not included in the lists of
trusteed investments and so are not
currently available as investment
alternatives. Similarly, restrictions
on dipping into capital to finance
current obligations eliminates the
use of strip bonds.
This is changing. Several provinces have amended their trustee
acts to include the "prudent man
rule" for investments. This will
allow a broader choice of investments, but puts a greater onus on
the staff and investment committee
to do their homework.
Other provinces are likely to
follow suit. Mid-size endowment
funds facing legal restrictions will
likely find mutual fund companies
that are willing to clone an existing
mutual fund into a segregated fund
for the use of a specific endowment
fund. The cost of management will
vary with the size of the fund.
Fees charged by mutual funds are
almost always higher than fees
charged
on segregated
funds.
However a number of mutual fund
companies will deal competitively,
especially when the amounts are in six
figures. Many funds sell direct with
no commissions. Virtually all the others have negotiable front-end commissions that would be nominal for
large amounts. Deferred declining
redemption fees is an option best left
for small retail investors, UIM
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n recent years billions of dollars
have flowed into Canadian mutual
funds as people sought to diversify
their investment portfolios beyond
traditional fixed income investments.
You can now choose from more than
200 Canadian equity funds, 100
American equity funds, 200 international equity funds, about 30 resource
and precious metals mutual funds and
about 180 balanced or asset allocation
funds. You can also choose from
among 200 domestic and foreign currency bond funds.
Concern about Canada's deficit
and the future of Quebec drove many
Canadian investors to look at foreign
opportunities over the past year, and
endowment funds were no exception.
However, poor investments can be
very unforgiving and, until you have
all the facts about a specific market or
fund, there is no shame in staying on
the sidelines.
Emerging markets offer
opportunities and risks

Emerging markets are excellent examples. Prices soared last year as billions
of dollar poured in from U.S. and
Canadian investors seeking much
higher returns than expected for the
major industrialized nations. Prices
subsequently plunged as billions were
drawn out when the same investors
scrambled to take their profits.
India, China, Eastern Europe, the
former Soviet Union and Latin
America will likely offer tremendous
investment opportunities over the next
several decades as their economies
expand and their stock markets devel-

op in an effort to attract permanent
investment capital.
Endowment funds seeking aboveaverage long-term rates of return for a
portion of their portfolios that does not
have to generate current income should
consider these markets as alternatives to
established industrialized markets.
However, anyone committing funds to
developing countries should be prepared for more short-term volatility
than they have experienced in Canadian
and U.S. markets as a tradeoff for higher long-term returns.
These are uncharted investment
worlds in most cases. Treasury offices
and investment committees had better understand the
differences
between a stock market in say, an
eastern European country and the
Toronto Stock Exchange.
You have to consider whether a
country's laws have developed to the
point where they offer investors the
same level of protection as Canada
does or, at least, an acceptable level of
protection. You might also want to
consider a country's human rights
record. You are unlikely to get a balanced picture of the economy of a
country where negative views can
result in a commentator being jailed.
You have to look at such factors
as a stock market's liquidity. It makes
little sense to buy shares in markets
that list relatively few companies and
that are not geared to tap huge
inflows of capital to finance economic expansion.
These points should be obvious to
seasoned investors, but were widely
overlooked when money first poured
S p r i n g
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in, and then fled emerging markets
over the past year.
You should choose a manager
with staff that has substantial experience in the countries being considered,
and one who understands the culture
and any market risks that might not be
immediately apparent to an outsider.
A whirlwind tour of Latin America
sponsored by various boards of trade
and governments does not make a
portfolio manager an investment expert
on that continent. On the other hand, a
top notch mining analyst or brewery
analyst will be able to transport his or
her expertise to just about any market
with the proper local support.
Learn about derivatives

Derivatives will almost certainly
become more common in institutional
investing over the next several years.
Even the most conservative board will
likely consider them as a means of participating in specific markets or for
managing risk. Derivatives can be used
by even smaller endowment funds.
Let's assume that a $2-million
fund decides to invest up to 20 per
cent of its assets in the U.S. equity
market. Its treasurer can set an investment policy, choose a manager and
instruct it to invest the funds.
Alternatively, it can use a stock market
futures contract to get broad exposure
to the U.S. market.
William Gates, a hedge fund manager and president of Armquest Ltd.,
suggests the following strategy to
manage risk: Instead of buying an
assortment of U.S. stocks, buy a stock
index future. Assume the fund wants
Spring
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T-Bills

a U.S. $250,000 exposure, about
$350,000 in Canadian funds.
The fund would place about
$330,000 in government of Canada Tbills in a futures account and with
about U.S. $14,000, purchase S&P 500
futures contracts.
This would give the fund the
equivalent of U.S. $250,000 invested
in the broad-based index. The fund's
rate of return would be based on the
profit or loss on the futures contract
plus interest earned on the T-bills.
Gates notes that the foreign

exchange exposure would be minimal
because the bulk of the funds invested
remains in Canadian T-bills. If someone wants currency exposure as well,
other derivatives can be used to complement the index future.
Derivatives can also be used to
gain exposure on major European
markets, Hong Kong and Tokyo as
well as on bond markets. "You can
trade long bonds on Tokyo using
futures, U.K bonds, even Italian government bond futures. You can split
off about 85 per cent of the currency
risk," explains Gates, WM
Steven G. Kelman is a Toronto-based
investment counsellor and consultant in
the mutual fund industry.

A N N O U N C I N G : FACILITIES RENEWAL
PLANNING SOFTWARE!
•

Are you responsible for long term capital planning of multi-building portfolios?

•

Are you required to manage extensive data regarding building conditions,
deferred maintenance for repairs and renewals?

•

Are you responsible for justifying expenditures based on priorities?

If you answered YES to any of these questions contact: Richard Taylor,
Manager or Robert Dixon, Director of Facilities Management.
H«adOfflc«: 4 Lansing Square, North York, Ontario, M2J 1T1. (416)499-3110
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RS/6000.
THE
BEST-RATED
UNIX*

(DOES THIS SURPRISE YOU?)

Well, we hope you're not that surprised. Actually, IBM is uniquely qualified to
provide all the hardware, systems, service and support you need to make sure that
the UNIX platform works to its best advantage for your company.
But you don't have to take our word for it. Recently, our RISC
System/6000® operating system - AIX® - was rated best UNIX
system by independent consultant D.H. Brown.
And, at the latest Enterprise Management Summit, IBM
surpassed all other vendors in systems and network management.
On top of that, the IBM RS/6000™ features the PowerPC™

Ovcr 10,001}
programs fram design
In data mining.

microprocessor, the most successful RISC processor on the market.
And you'll find RS/6000 connects to all hardware systems including HP®, Sun®,
DEC® and PC LANs, so you'll be able to keep working with your existing business
computers. What's more, R S / 6 0 0 0 products extend from notebooks to high-

\\l

performance parallel computers, so your investment is protected as
y

your business needs grow.
What about software? With over 10,000 commercial and technical
applications, your network can run everything from engineering to

RS/6000 is a
leader in UNIX
midrange sales.

accounting to databases such as DB2/6000™, CA-INGRES®,
INFORMIX®, ORACLE®, PROGRESS® and SYBASE®.

Not surprisingly, when Kodak Japan needed a UNIX system that
could deliver faster same-day service and would scale from their
smallest warehouse to the largest, they went with RS/6000.
When one of Canada's largest research universities was looking
to provide mail and other Internet services for their 36,000 staff
and students, the University of Alberta chose the IBM RISC
System/6000 for its reliability and excellent price/performance.
The UNIX platform is a very powerful tool. And with a reliable

University of Alberta
gave RS/6000
excellent grades.

and cost-effective RS/6000 system running on AIX, there are hundreds of ways it
can help your business stay more competitive. Let us show you how.
Call us at 1 800 IBM-CALL, ext. 767, for more information on RS/6000. Or if
you're on the Net, visit our Home Page at http://www.ibm.com

'. ®

10/94 D.H. Brown Report "UNIX Matures" - IBM AIX 4.1. International Data Corporation (IDC) ranks IBM as a leader in 1994 Worldwide UNIX Midrange Systems Revenue. IBM, AIX and RISC System/6000 are
registered trademarks and DB2/6000, PowerPC and RS/6000 are trademarks of International Business Machines Corporation and are used under license by IBM Canada Ltd. UNIX is a registered trademark in
the U.S. and other countries, licensed exclusively through X/Open Company Limited. All other company and/or product names are trademarks or registered trademarks of their respective companies. ©1995
IBM Corporation.

Focus on Service

At Montreal Trust, our vision for pension and investment fund services is service
beyond your highest expectations, lust look at our guaranteed service
excellence program - the most comprehensive service guarantee in the custodial
market. For more information, call lean-Marc Pa^e at (416) 860-5741.
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Thinking ahead.

Having difficulty? Relax. Hold the pattern so close that it's out of focus. Then pull it away slowly, without focussing directly on the
pattern. Try not to blink and the 3D image should appear.
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FUNDING

C O M M I T M E N T S TO THE PARENT
ORGANIZATION

Thin

By Winsor

F

OR ALMOST 35 YEARS,
I have been involved in developing new business for investment
dealer services and those of investment
counsel. This has taken me to the doors
of most of the different types of capital
pools including pensions, foundations,
religious groups, insurance, union strike
funds, aboriginal settlement monies, corporate working capital and reserve funds,
mutual funds and individuals.
The standouts among these funds
are those of not-for-profit groups such
as universities, hospitals, religious
groups and particularly smaller entities
with assets under $25 million. There are
some distinct exceptions, but in broad
terms many in these sectors do not take
advantage of the capital markets; rather,
they operate in the cash or near-cash
market of treasury bills, banker's acceptances (B.A.s), term deposits and GICs.
External developments

Charitable organizations find themselves under considerable pressure as a
result of several economic factors,
including reduced government funding,
increased demand for services and
reluctant donors.
Spring
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The reaction to these pressures is a
more organized approach to fund raising
and the emergence of professional fund
raisers or gift planners. "We see this in the
formation of the Canadian Association
of Gift Planners and the re-opening of
the Toronto Chapter of the National
Society of Fund Raising Executives.
Virtually every not-for-profit organization in the country that has a capital
pool and a long-run goal has mapped
out a position description for a planned
giving officer. In addition, because tax
considerations are a significant factor in
charitable gifting, many planned giving
specialists are coming from the field of
financial planning. A professional gift
planner can show a donor the most taxeffective way to make a substantial gift.
Internal developments

The not-for-profit industry finds itself
having to answer penetrating questions
from its own executives and potential
donors. Increasingly, these focus on the
investment approach taken with existing
and planned capital pools. Rates of return
for every conceivable type of investment
vehicle abound in today's marketplace.
This is probably the result of the difficult

Pepall

conditions experienced by the corporate
sector in recent years (or the challenge to
its rates of return), of the public's substantial move into mutual funds and of
some unfortunate investor experiences in
"guaranteed" products.
These factors are forcing boards and
management to look for ways to be
more effective from an investment point
of view. However, those accountable do
not want to run the risk of being unable
to meet the funding commitment to the
parent organization.
The board or management factor

The boards responsible for monitoring
the assets for many smaller pools of capital usually share common characteristics, such as:
• The board and/or investment committee is made up of representatives from
the parent organization, along with an
accountant, banker, broker, lawyer and
one or two successful business people
from the community;
• Most members of the committee are
volunteers who are active in business or
the community, making it very difficult
to get the group together or to achieve the
necessary quorum. Frequently, as a result,
UNIVERSITY
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no decisive steps are taken;
• Typically, there is no documentation
of the investment policy and strategy;
• Board members and staff of not-forprofit groups invariably stress a low tolerance for risk in explaining the
approach to the portfolio.
Investment committees and/or
boards often include bankers and
accountants, but seldom investment professionals who can put the goal of the
organization and the potential of the
capital markets in perspective. In these
circumstances the portfolios frequently
consist of securities with little or no market risk.
The responsibilities and potential
liability of directors and officers are also
important factors. This is well explored
in Liability of Directors and Officers of
Charitable and Non-Profit Corporations,
a paper by William Innes in the September,
1993, Estates and Trusts Journal. This
debate is one reason why there are such
diverse schools of thought on the investment approach of foundations.
One group believes that there should
be little or no risk; a second believes that
the investment stance should conform to
the standard of the applicable Trustee
Act; and yet a third group seems to
believe in applying a "prudent" corporate
philosophy. Certainly the prudent
approach has gained huge ground in pension and insurance investment circles in
recent years, strongly suggesting that the
investment restrictions of the Trustee
Acts are outdated.
A foundation portfolio of shortterm-type securities cannot be effective
in meeting the long-term needs of the
parent organization. This feature of U.S.
endowment funds prompted McGeorge
Bundy to comment, in his first annual
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report (1966) as president of the Ford
Foundation, that excessive caution had
cost colleges and universities more than
imprudence or excessive risk-taking.
Does t h e i n v e s t m e n t s t r a t e g y
complement t h e challenge to the
institution?

Analysts and critical observers of foundation and endowment funds comment
that the related assets should not be
managed or considered in the same way
as pension funds. This can easily happen because the financial executive of a
not-for-profit entity may well be
responsible for both types of investment pools. In my view this would be
positive relative to holding a portfolio
of short-term securities.
The reality of most not-for-profit

pools is that they can afford to take a
long-term view and an approach that is
as long or longer than pension funds; this
means they should consider portfolio
structures that place much greater stress
on marketable securities in the capital
markets. This comment will strike terror
into the hearts of many board members.
They would do well to review long-term
trends in rates-of-return for the major
components of the capital markets and to
judge these against the results for the
short-term vehicles and the fixed income
instruments that dominate portfolios.
Endowments and foundations are a
source of cash that helps to defray operating costs for the related institution. They
can be also be drawn on to make periodic
equipment purchases. But, like a pension
fund, it is unusual for them to consume

lVl Li\
Our performance affects yours
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more than small amounts of the
capital base.
Assured cash flows and capital preservation are among the
reasons why so many not-forprofit pools focus on GICs,
B.A.s and treasury bills. These
vehicles give trustees a comfortable feeling and produce reliable
cash flows for the immediate,
foreseeable future. And no one
can criticize them for being
reckless with the organization's
assets. This feeling of comfort
persists until there is an extended period of declining shortterm interest rates. Then many
of the foundation groups find
themselves in a cash squeeze and
belatedly start to look at alternative investment approaches.
If the fund had consciously
taken a longer term approach to the
market the cash flow available at the
start would have been less, but the
volatility of the income stream would
have been reduced substantially. This
approach would make these assets a
more reliable source of project funding.
Reliable income streams to the parent organization can be achieved by
establishing a payout program related to
a combination of income and the value
of the portfolio (not just its cash
income), using a four or five-year moving average time period.
The o r g a n i z a t i o n ' s pension f u n d is
the foundation

Few would argue that endowments and
foundation funds are intended to ensure
or enhance the organization's long-term
well-being. This is usually the reason
why the person made a donation; the

undesirable, and the wise
investor will avoid them. But
if the time period for investThe frequency in which stocks outperform bonds
ing is abundantly long, the
over various time periods
wise investor can commit
P e r i o d : I Year
P e r i o d : 5 Years
without great anxiety to
investments that appear in
the short-run to be very
Stocks
Bonds
risky.
"Given enough time,
investments that might otherwise seem unattractive may
become highly desirable. Time
P e r i o d : 10 Years
P e r i o d : 20 Years
transforms investments from
least attractive to most attractive and vice versa — because,
Bonds
Stocks
10%
90%
while the average expected rate
of return is not at all affected
by time, the range or distribution of actual returns around
the expected average is very
Samples taken from
1924-1904
greatly affected by time. The
same long-term perspective dominates
longer the time period over which investthe thinking of those close to the fund
ments are held, the closer the actual
itself. Simply put, the foundation pool is
returns in a portfolio will come to the
the organization's pension fund.
expected average."
The most noticeable difference
W h a t can w e expect?
between the employee pension fund and
that of the organization is time. The unihe accompanying diagrams highversity or hospital will have a longer run
light the relative rates of return
time horizon.
that have been experienced in
Participation in the capital market
Canadian capital markets in the last 70
will always carry risk, something that is
years. Since North American economies
almost non-existent in a portfolio of
are built on the principals of ownership
short-term holdings. As Charles D. Ellis
and free enterprise, it should not come as
wrote in Investment Policy (Dow Jonesa surprise that the superior returns generIrwin), "the length of time investments
ated by equities have outnumbered those
will be held and the period of time over
from bonds or fixed income type investwhich investment results will be meaments to a marked degree. In addition,
sured and judged is the single most powthe superior equity results become more
erful factor in any investment program.
dominant with the increase in the length
of time over which the investments are
"If time is short, the highest return
measured, reinforcing the point that
investments — the ones an investor nat"time is Archimedes' lever in investing."
urally most wants to own — will be
RATES
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RETURN
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Excessive

Dangerous

C a u t i o n

Risk, or the variability of values, will
be one of the most immediate concerns
of board members once the discussion
turns to equities in foundation-type
portfolios. Clearly there will have to be a
break with the common behavioural
norm of looking at risk as something to
be avoided; instead they should look on
risk as something to be exploited.
The risk factor can be moderated by
constructing guidelines to limit the
exposure to any one type of investment.

I hin

This is standard procedure in the design
of policy statements for most types of
managed funds.
Capital market data covering the last
70 years provides a clear picture of the
returns and the risk features of the two
broad vehicles that make up managed
portfolios. While the equity returns are
appealing, the risk factor may appear to
be a bit daunting. However, a large part
of the return can be captured by having a
diversified portfolio of stocks and

AMI PARTNERS INC
Investment Counsel

Refining
the art of

management
U

nsatisfied with existing technologies,
a group of engineers posed a simple question: Is it possible to interpret data using light?
In doing so, they revolutionized the way we
hear the masters. From Bach to Verdi, the
compact disk has captured the passion and
crystal-clear fidelity once restricted to live
performances at the world's great concert halls.

Larry Avant, CFA,
Vancouver
(604) 687-1393
Norrnand Gregoire, CFA
Montreal
(514) 286-4500
Robert Gibson, CFA,
Toronto

AMI Partners shares this commitment to
excellence through innovation. Combining
strong research with innovative ideas, techniques, and products, AMI continues to refine
the art of investment management.
With a wide and fully integrated range of
products and services, AMI offers complete
investment solutions. Our goal is to provide
clients with tailor-made investment programs
designed specifically to meet their individual
objectives ... today and as their needs change
in the future.
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bonds. In the accompanying bar graph
(page 22), the bond return was enhanced
by almost 40 per cent and the volatility
was only about 10 per cent greater.
What is the measure
of lost opportunity?

Total investible assets in the Canadian
not-for-profit field are hard to judge but
are believed to be as much as $50 billion.
Supposing that $25 billion is invested in
typical short-term investment vehicles,
we get some idea of the opportunity loss
that the industry is experiencing. If the
rate of return on the portfolio can be
increased from 8.5 to 11 per cent, this will
produce almost $4.8 billion more over a
five-year period. In other words, the
opportunity foregone by avoiding a prudent or bearable level of risk cost the
industry 19 per cent of the initial amount,
or $4.8 billion, in just five years.
These numbers may be easier to
assimilate if the example is related to a
fund of $10 million. By assuming a moderate increase in volatility, the extra rate
of return would produce an additional
$1.9 million over the five-year period.
Management fees would be incurred
to earn the extra return, but the costs per
extra dollar realized would be under 20
cents. At this level the cost of raising the
extra dollars would be approaching the
most efficient level seen in the industry.
What can we do?

There are a host of benefits that the notfor-profit industry could realize. To
achieve these there has to be a thoughtful
review of board composition, investment policy and strategy, and the parameters of risk and return. These must
then be integrated with the long-run
goals of the related organization.
Modest size and limited access to
financial markets does not mean groups
such as these cannot participate and
achieve competitive rates of return.
Similar problems have been dealt with
effectively in the pension markets of
Canada and the United States by pooling. In the last 25-years, smaller notfor-profit groups in the United States
have used the same approach and have
achieved excellent results. Similar services are available in Canada, UIM
Winsor Pepall is a vice-president with
Toronto-based Integra Capital Financial
Corporation.
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Quebec U n i v e r s i t i e s

Holding

their UWn

Quebec Universities were bracing for yet
another blow, as they awaited the first
budget to come down since the election of the
Parti Quebecois to the National Assembly
by LOUISE A. LEGAULT

I

t's a daunting figure: over the last
two years, Quebec universities
have seen their budgets slashed by
some $100 million. According to the
Conference des recteurs et des principaux des universites du Quebec
(CREPUQ), a number of measures
announced by the provincial government will further cripple Quebec universities in the next fiscal year.
To begin with, the budget of the
Ministere de l'Education has been
frozen to '94/'95 levels, resulting in a

$53.8 million cut in subsidies out of a
total of $1.5 billion. Remuneration
costs and non-indexation of expenses
other than wages will create yet another $16 million gap. The government has
also left universities holding the bag, so
to speak, in a job equity program, limiting its contribution to 20 per cent of
retroactive pay covering the period
since '89. Retroactive costs have been
estimated at $53 million, while recurrent costs reach $12 to $13 million on
an annual basis.

A further twist in this neverending string of bad news is a freeze on
student fees, compounded by a
decline in student enrolment. A survey released by C R E P U Q in
September, '94, estimates that student
enrolment has declined 1.6 per cent in
full-time student equivalents, the
most severe decline being fek within
the ranks of part-time students. In a
speech to the Association des MBA
du Quebec, Serge Saucier, president
and C E O of Raymond, Chabot,
Martin, Pare, and president of the
Hautes Etudes Commerciales, made it
clear that "The choice of freezing student fees, after letting them rise for a
number of years following a 22-year
freeze, is unjustifiable — socially, fiscally and economically." Student fees
represent a mere 13 per cent of
Quebec university revenues, whereas
they amount to an average of 25 per
cent of university revenues in other
Canadian provinces.
How are Quebec's universities
coping with the deck so stacked
against them? To Andre Racette,
director of finance at Universite de
Montreal, the last round of cuts has
been a rude awakening. "Cutbacks
were not so important that they forced
us to put everything in question. We
have used up all the measures that
don't hurt too much and are now
coming to the point of having to look
at the ones that do."
Racette
remains
optimistic,
despite the $15 million cutback and
retroactive equity payments of $7
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million, and has set as a goal to present a balanced budget for next year.
"We had everything in place to give
us some room to manoeuvre; we'll be
using that leeway to balance the budget. Further cuts will have to come
from the faculty level, and, given the
decentralized nature of U of M, deans
are heavily involved."
At Universite Laval, executive vice
rector Jacques Racine puts it succinctly:
"Laval had a $2-million surplus on May
31, 1995, with an accumulated deficit of
$3 million. In '95/'96, our budget will be
$7 to 8 million in the red." He is quick
to point out that, "We would have no
problem if student fees had been
allowed to meet Canadian averages."
Laval had cleared a surplus for a
number of years and, due to funding
cutbacks, this is the first time in seven
years it will end up with an accumulated deficit on the books.
The Quebec City institution has
done all the pruning it can do and its
wages now loom ominously, represent-

ing over 80 per cent of expenses. "We
have merged services and departments
to cut costs. We've had very little leeway
in human resources, collective agreements setting an employment minimum. The next six months are crucial."
The drop in enrolment doesn't
worry Jacques Racine quite as much.
"Enrolment was above average in the
last few years, which makes the
downturn appear worse than it really
is." Being in Quebec City, Laval must
bear the brunt of government cutbacks, especially in professional training, he figures.
Universite du Quebec a Montreal
approached the problem differently,
informing unions and associations as
early as October, '93, of the seriousness
of the situation. A second blitz a year
later asked all groups concerned to
identify cost-saving measures within
their unit and throughout the university. By involving the whole university
community, UQAM has attained set
goals and balanced its budget.

"This is not an operation we can
repeat year after year," admits financial
services director Louis Chapelain. He
explains: "This is the first major cutback UQAM has suffered. The whole
Universite du Quebec network had
been growing steadily for the past 25
years. The next step will involve even
more painful choices and will force us
to rethink and reassess the pertinence of
certain areas." He adds: "There is still a
fair amount of uncertainty, the government has not given us confirmations
and nothing is written yet." Chapelain
has not given up hope, UQAM is still
making a case before government to
have its basis of financing reassessed,
feeling it has been treated unfairly.
As for the Campeau budget, universities will be asked as employers to
further contribute to health services;
employers' contributions rising from
3.75 per cent to 4.26 per cent. Further
down the road, '95/'96 will offer more
cuts in federal transfer payments.
When it rains, it pours... UIM
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At Luther College, they have plenty
of faith in Maytag.
Rich Tenneson, Business Manager

brand, he finds students like them

at Luther College in Decorah, Iowa,

for other reasons as well.

has nothing but praise of the highest

| _\

order for Maytag washers and dryers.

cycle selection and operation, they

I

In fact, he's hardly had any

"Because of the simplicity of

can operate them without any

problems with the 108 washers and

hassles," he says. I"?, j

So if you're

dryers that work around the clock in

interested in washers and dryers

the student laundries.

you can really believe in, take it

\ %A And while Tenneson appreci-

from a reliable source and call

ates the fact that Maytag commercial

your Maytag commercial laundry

washers last longer than any other

representative.

To learn more, call the Independent Maytag Commercial Distributor or Route Operator nearest you.
Savoy Distributors
Richmond, B.C. (604) 270-2475
Commercial Laundry Distributors Ltd.
Calgary Alberta (403) 258-0565
Saskatoon Appliance Distributors Ltd.
Saskatoon, Sask. (306) 955-1444
Midland Commercial Sales & Service, Ltd.
Winnipeg, Manitoba (800) 665-1992
© 1994 Maytag Co.

Harco Co. Ltd.
Mississauga, Ontario (905) 890-1220
May-Cal, Inc.
Montreal, Quebec (514) 351-1212
Electrical Distributors Ltd.
Truro, Nova Scotia (902) 895-1535
The Coinamatic Group
Toronto, Ontario (416) 237-1946

With branches in: Montreal,
Quebec City, Ottawa,
Toronto, Kingston, Hamilton
London, Cambridge,
Winnipeg, Calgary,
Edmonton, Vancouver

MAYTAG
THE DEPENDABILITY PEOPLE

What do our 65 years
in service businesses
have to do with your campus?

It's no secret that Marriott has a proven name in lodging and food services.
And now we bring the benefits of both Marriott janitorial and food services
to colleges and universities across the country:
Employee relations know-how
Our unparalleled record for excellent employee relations
and extensive training and motivation prepare our people
to create superior customer satisfaction in both janitorial
and food services.

Time-proven, automated systems
We have developed our Enhance System, a computerized
janitorial planning and management system that ensures
smooth daily operations and that actually gives our clients
more control over their campus janitorial services.

Exclusive university brands:
PUxa-Hut* and fUnhfetUm „
Whether it's Pizza Hut or Tim Hortons. our clients' food
service operations can benefit from exclusive industry
agreements that bring these customer-pleasing brands to
campus.

Customer-driven approach
We ask for feedback systematically, constantly seeking and
implementing better ways to please our customers.
Call us today. And see how 65 years of experience can pay
off for your school.

!\> Harriott
Your partner for janitorial and food services
1-905/632-8592
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Learnin

Question
"A learning organization is an organization
in which people at all levels are, collectively,
continually enhancing their capacity to create
things they really want to create" - Peter Senge

T

his summer's CAUBO conference will go beyond mere conjecture and theory when discussing whether or not a large teaching institution can also function as a
true learning organization.
A planning team from the
Universite du Quebec a Hull is behind
this year's unique "case in point" conference, taking place June 18 to 20.
The program was designed not only to
teach delegates about the learning
organization, but to let them experience its advantages.
"The participants are the most
important people at this conference
because it is possible to learn so much
from each other, if we provide the
right environment," says Bernard
Dumouchel, program coordinator for
the conference and director of the
Universite du Quebec a Hull's community services bureau.
"In traditional conferences we do
see participants establishing dialogue
between themselves, but only in the
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corridors or over cocktails. This time
we want to encourage them to
exchange their ideas and solutions as
part of the sessions.
"The conference program has two
objectives," he explains. "The first
provides the usual information-related
activities, whereas the second is made
up of training sessions."
Roughly half of the conference's
seminars and workshops will be
offered in the familiar lecture-style,
Dumouchel says. The rest will be organized along the more interactive lines
typical of a learning organization.
As Dumouchel explains, "After
traditional seminars, there is usually a
question and answer period where
questions are put directly to the
speaker. Part of what we'll be doing,
for those sessions that are part of the
learning organization format, is simply dividing into small groups after
the initial presentation and having a
30-minute reaction discussion. Then
there will be time for the groups to put

relevant questions to the speakers."
Groups are pre-established and
based on geographic areas and professional sectors.
The event's program coordinator
says that he has taken part once before
in a conference that made use of learning organization principles. "It was a
forum on the future of our region. It
was tremendous. People of different
points of view, from different enterprises, were put together to come up
with a vision for the future of this
region. We were all confronting the
same reality, but from different perspectives. It's going to be interesting
to hear some of the input that delegates bring to our conference, and the
solutions we generate."
The concept of the learning organization originated in the mind of
Peter Drucker, a man called by many
'The father of modern management.'
"Forget your old tired ideas about
leadership," Drucker wrote in Fortune
magazine in 1989. "The most successful corporation of the 1990s will be
something called a learning organization, a consummately adaptive enterprise with workers freed to think for
themselves, to identify problems and
opportunities and to go after them."
The rewards of grafting Drucker's
ideas onto an academic institution could
be monumental, but the challenges of
accomplishing such a multi-level task
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the Learning Question
are daunting. The Massachusetts
Institute of Technology, with its Center
for Organizational Learning, is respected as a leader in this area.
The centre's director, Peter Senge,
discussed some of the challenges in an
interview with the journal Educational
Leadership: "A learning organization
is an organization in which people at
all levels are, collectively, continually
enhancing their capacity to create
things they really want to create," he
said. "Most of the educators I talk
with don't feel like they're doing
this... It's like the difference between a
bunch of individuals who are good
basketball players and an outstanding
basketball team. Or a musical ensemble that has a lot of great musicians
but sounds pretty mediocre. There is

Budget
mm

always a huge difference between
individual capacity and collective
capability, and individual learning and
collective learning. But this is rarely
reflected in how schools are organized, because education is so highly
individualistic. Many people are
advocating cooperative learning, but
the idea that teachers and administrators ought to learn together really
hasn't gone too far."
Dumouchel is counting on the
CAUBO conference's new format to
help change that. "Too often we think
of institutions of education as a place
where we teach but not as a place where
we all can learn. When you're trying to
build links between the academic sector
and the administrative sector, the learning concept is a powerful bridge."

Delegates can expect to leave the
CAUBO conference with a healthy
overview of how to set up, maintain
and measure the success of operational,
organizational learning models. There
will be an examination of examples
from both private and academic institutions that have implemented learning
organization principles, including sessions with Jeffrey M. Clanon from the
MIT centre, IBM's Bob Willard and
Jocelyne Traub of Xerox.
Learning organization principles
are being widely heralded as the next
major phase in the evolution of management thinking. It seems fitting then
that delegates at the conference's
opening night reception, to be held at
the Canadian Museum of Civilization,
will be surrounded by icons of the
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The Challenge Facing
Higher Education
PROVIDE A SAFE, QUALITY
LEARNING ENVIRONMENT
AT THE LOWEST COST.

Additionally, Ogden's expertise in
strategic and capital planning, project management and financial systems enables Universities and
Colleges to address the opportunities of tomorrow.

Ogden Facility Services assists
Educational Institutions maximize
the effectiveness of their facility
operations. Our success is measured by our ability to provide students, faculty and administrators
the productive, comfortable campus
necessary in the pursuit of
"Academic Excellence."

By engaging Ogden to focus on the
day-to-day responsibility for support service, institutions are able to
increase flexibility, improve
productivity and fully utilize key
resources.

As a team, we will reengineer work
processes and refine service delivery to increase quality and reduce
operating costs.

With over 100 years of facilities
management experience providing
mechanical, custodial and grounds
maintenance, energy management,

power plant management and
security, Ogden is uniquely positioned to give you the edge.
Ogden Facility Services is a division of the $2.5 billion Ogden
Corporation, a New York Stock
Exchange-listed company with
47,000 employees around the
globe.

FACILITY
S E R V I C E S

Foi more information call: 800-858-0123
OGDEN FACILITY SERVICES
Two Pennsylvania Plaza New York, N. Y. 10121
Fax 212-868-6249

A LEADER IN GLOBAL EQUITY MANAGEMENT

With more than a a.
of experience C L I M has
achieved the reputation as
a leader in Global Equity
Management.

For more information,
please contact
Jock Fleming.

.anada Lite Investment Management Limited
130 Adelaide Street West, Suite 3000, Toronto, Ontario M5H 3P5
Tel: (416) 864-0947

Fax: (416) 864-3377

financial
Synthetics (continued from page 34)
rates arc dropping; they trade this off
against a lower crediting rate when rates
are rising. Further, rates are tailored to
ensure that new entrants do not dilute
the rates paid to former participants,
which differs from typical money market funds where the same yield applies
irrespective of entry into the pool.
Preventing rate fluctuations makes the
accounting more complex, but acts as
an enticement to potential buyers.
What is the downside of this magical scenario? Have we eliminated the
dreaded "R" word from our lives? The
simple answer is, no! We have simply

matched to the duration of the assets
in the portfolio. Immunization, however, occurs at depreciated market values and the resultant yield loss over
the run-off period represents the risk
to the investor in these products. This
is an apparently small price to pay for
capital protection.
Some money managers are now
focusing on delivering these products in

management

Canada. One is close to offering a synthetic, although it is structured differently than the example described above.
Several others are investigating the possibilities. It should not be long before
Canadians, like their U.S. counterparts,
have a plethora of choices, UIM
Yvette Bland is an asset consultant

with

Towers Perrin in Toronto.

In this type of structure,
investors do not lose their
principal in a wind-up
— The pool turns into a
closed-end fund matched to
the duration of the assets
in the portfolio
moved it out of sight. Granted, credit
risk has been removed, but interest rate
risk remains and underlies the main
potential drawback to these products.
Protracted periods of rising rates
and/or inverted yield curves depress
the market values of the underlying
assets; this creates problems if pools
have to be wound up under those conditions. In fact, those conditions can
create involuntary wind-ups because
they result in lengthy periods of
uncompetitive rates relative to traditional GICs. They also cause investors
to flow funds out of these instruments, exacerbating market value deficiencies and eroding the narrowing
spreads that enable the operators to
fund their ongoing costs.
Participants in this type of structure do not lose principal in a windup, as the wrapper continues with preagreed book value redemptions. The
pool turns into a closed-end fund
S p r i n g
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BALANCED SOLUTIONS
FOR HIGHER EDUCATION
LS a college or university
administrator, you must strike a
balance between the needs of
students, funding limitations,
and your own goals as an
educational leader. At KPMG,
it's our business to help you
meet this challenge.
NEW THINKING
We work with institutions
to re-engineer existing organizations and methods. We help
develop new information
systems — or renew existing

ones. We advise on a full range
of human resources issues. We
help university and college
boards improve their governance
policies and procedures.
STRIKING THE BALANCE
Let KPMG find balanced
solutions for your institution.
Call Jorma Larton, chair of
KPMG's Higher Education
Practice Group, at (705) 6758500. Or contact your local
KPMG office.

M0
Chartered Accountants
Management Consultants
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Synthetics: a Safe Harbour in a Sea of Risk?
They may not eliminate the "R" word, but synthetic CICs
could restore confidence in guaranteed investment certificates
by YVETTE BLAND

T

he recent failure of several
insurance companies has raised
the spectre of uncertainty for
the guaranteed element of guaranteed
investment certificates. This, in turn,
highlights the credit risk associated
with strategies restricted to these
instruments. This is significant to the
Canadian retirement industry which,
according to Towers Perrin, has invested more than $20 billion of
defined
contribution assets
Synthetic s
in GICs.
In Canada it took a
offer the same
debacle the size of the Conprivileges as GICs,
federation Life bankruptcy
to shake our confidence in
without exposing
GICs. The U.S. experience
has been significantly difinvestors to the
ferent. There, the industry
developed without the benaccompanying risks
efit of insurance coverages
like
our
CDIC
and
CompCorp. As concern over credit
risk grew, product alternatives were
actively sought. Predictably, the New
York industry insiders filled the gap,
introducing products that evolved
into packages known as synthetic
GICs. A wide array of choice is now
available and these instruments are fast
becoming a major factor in the stablevalue U.S. market. They offer participants the same privileges as GICs without the accompanying risks.
How do synthetic GICs work?

\ 4
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Participant contributions are combined in a pool and invested by an
active manager whose options could
include treasuries, Ginnie and Fannie
Maes and AAA corporates. In all
cases, the duration of the pool is
longer than equivalent GICs, in order
to capture the higher returns at the
long end of the maturity spectrum.
The attendant spread between the long
and short end serves an essential role
in the process, compensating the operators of these pools and permitting
rate enhancements.
These assets fluctuate in value,
however, which is anathema to GIC
holders. This is where synthetics
become attractive. By introducing a
"wrapper," a financial institution
guarantee, you create an instrument
that behaves like a GIC without the
credit risk.
Although the wrapper (in this case,
the financial institution providing the
guarantee) must agree to the conditions
under which the book redemption value
takes place, once a pool is operational,
the differences between book and market value are paid by the wrapper.
Interest, or the crediting rate, is a
function of market and book values,
duration and yield to maturity. In
effect, participants benefit from price
appreciation of the assets by receiving a
higher crediting rate than comparable
GICs when
(Continued on page 33)
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Server
Technology;..
Technical commitment from Datatel is
consistently offering the latest advanced
information processing solutions. It's
client/server technology. It's multiple
hardware platforms with open systems
architecture. It's Colleague for
Student, Human Resources, Financial,
and Alumni & Development
management. It's Benefactor for
advanced fund-raising management. It's
the TopView Executive Information
Service. It's a leading CASE tool. It's
ensuring the client technological
evolution, not revolution.

Service
Philosophy.
*

Dr. laird de L Sloan- Director of Product Strategy

Client/server technology and
client/service philosophy are
the foundations for our success

employees are committed to

in Post-Secondary Education.

research and development.

Twenty-five percent of our

Forty percent to service and

Service and support commitment from
Datatel is 27 years of experience and
expertise. It's being the market leader in
Canada. It's making Post-Secondary
Education our primary business. It's
association memberships with ACCC,
ARUCC, CAUBO and CCAE. It's being a
financially secure, flexible and responsive
company. It's picking up the phone and
talking directly with the heads of product
strategy and client services. It's response
line and users' groups. It's being online
and on time. It's being the industry leader,
year in and year out, in client retention.

support. One hundred percent
to client satisfaction.

4375 Fair Lakes Court

100 Spear Street, Suite 1410

Fairfax, Virginia 22033

San Francisco, California 94105

703.968.9000

415.957.9002

800.969.4577

800.969.9002
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The Concept is the Same it's the
Style that sets one Apart.
5 n any field of endeavour you
f will find those who take an
original and u n c o n v e n t i o n a l
a p p r o a c h . This a t t i t u d e a n d
style consequently establishes
new records and sets new
standards of excellence.
J u s t as high j u m p i n g h a d
its F o s b u r y , in t h e field of
i n v e s t m e n t t h e r e is Altamira
Management Ltd.
At A l t a m i r a we p r i d e

ourselves in the courage of our
convictions and the uniqueness
of our management style. And
here is just one case in point:
At Altamira we have always
believed in seizing opportunities
with t h e full c o u r a g e of our
convictions. For example, during
the period of 1991 to 1993 the
resource sector of the economy

i f k Altamira

represented one such opportunity.
And so, while our competitors
observed a narrow index range,
Altamira o v e r w e i g h t e d ( a n d
consequently underweighted)
its portfolio in key sectors. This
s t r a t e g y w a s s u c c e s s f u l in
markedly raising the crossbar on
performance. If you're looking
for ways to add value to your
Pension Fund management, call
( 4 1 6 ) 925-4274.

Management
Limited

We do things the same new way.
250

Bloor

Street

East,

Suite

3 0 1 , Toronto,

Ontario
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