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Executive Director's Message

Message du directeur general

Happy New Year

Bonne Annee

At the start of another year, I would like to
extend my best wishes to all CAUBO members and readers of our University Manager
magazine. As has been the case over the last
few years, it seems that the scope of the CAUBO
activities grows every year. This new year will
be no exception.
Over the last few years, we
have worked to improve our
capacity to help our members.
We have revamped our web
site, giving it the capacity to
be interactive, to poll opinions,
to conduct surveys, to store
large datasets. We have also
developed a security system
that will allow us to store
much more information while
managing the access to specific
documents.

Au debut d'une nouvelle annee, je voudrais
offrir a tous nos membres et nos lecteurs et
lectrices mes meilleurs vceux. Comme ce fut
le cas au cours des demieres annees, l'eventail
de nos activites semble vouloir croitre encore
cette annee.
Au cours des dernieres annees, nous avons
cherche a accroirre notre capacite
a aider nos membres. Nous
avons notamment am£liore
notre site web, y ajoutant des
capacites d'enqudte, de sondage,
d'entreposage de bases de
donnees, et en le rendant plus
convivial. Nous avons aussi
jete les bases d'un systeme
de gestion de l'acces qui nous
permettra de rendre disponible
un plus grand nombre de
documents specialises.

We are now ready to set up
Nous sommes sur le
Jacques Samson
the security access system on
point de mettre en place le
the web site. All authorized
systeme de securite de notre
CAUBO members will be provided with an
site web. Toutes les personnes autorisees des
access code. Only the CAUBO primary contact
etablissements membres recevront un code
(usually the vice-president administration and
d'acces. Seul le correspondant principal de
finance) can authorize a member of an instituchaque etablissement (generalement le vicetion to receive an access code. The access code
recteur a l'administration et aux finances) peut
will not, however, give access to all secured
autoriser remission d'un code d'acces. Toutefois,
pages/documents. The documents will be
le code d'acces ne garantit pas l'acces a tous les
classified into three categories. The first is the
types de documents ou pages. Les documents
public category. It is CAUBO's policy that the
sont classes en trois categories. La premiere est
vast majority of the documents will be availla categorie « public ». Notre politique prevoit
able to the general public (anyone logging on
que la plupart des documents soient disponibles
to our web site).
a quiconque ouvre une session sur notre site.
There will be documents that will only
be accessible to those having an access code.
This is the second category, the membership
category. Finally, there will be some documents
that will only be accessible to specific groups.
For example, we may want to restrict access to
a working document to those who are members
of a specific committee. We may also want to
limit access to investment information only to
treasurers or financial officers.
All secured documents will have a lock
icon attached. Do not be surprised if your
access code does not give you access to some
documents. The system provides for different
people to have access to different documents. It
is designed to make the web site more dynamic
and thus better serve the various needs of our
members. ^

Certains documents ne seront accessibles
qu'aux detenteurs d'un code d'acces. C'est la
seconde categorie, des membres de 1'ACPAU.
Enfin, quelques documents ne seront accessibles
qu'a des groupes specialement constitues. On
peut penser a des documents de travail qui
ne seraient accessibles qu'aux seuls membres
du comite de travail, ou 4 des documents
portant sur les investissements qui ne seraient
accessibles qu'aux tresoriers des etablissements
ou aux responsables des finances.
Tous les documents securises seront
identifies par un iconc en forme de cadenas. Ne
soyez done pas surpris si votre code d'acces ne
vous donne pas acces a certains documents. Le
systeme est coni;u pour pouvoir definir l'acces
de certains types de documents et ainsi rendre
le site plus dynamique tout en servant mieux
les differents besoins des membres. Ifo

Morty Yalovsky
McGill University
(514) 398-6037 Fax/Telec. 398-5902
morty. yalovsky@mcgill.ca
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CAubo
ACpAl)
The 2005 Quality and
Productivity Awards Program
Sponsored by Budget Rent a Car of Canada and Legg Mason
Canada, CAUBCs Quality and Productivity Awards Program
is designed to recognize, reward and share university achievements in improving the quality and reducing the costs of higher
education programs and services.
This annual program offers CAUBO member institutions
and their administrative and support managers and staff an
opportunity to win National and Regional awards.
Three National award winners will earn prizes of $10,000
(Is'), $5,000 (2nd) and $3,000 (3rd). The best submissions will

also be recognized for the Regions of Atlantic Canada, Quebec,
Ontario and Western Canada as well as Honourable Mentions.
All award winners and honorable mentions will be invited to
present their submissions during a poster session in the exhibit
hall at the conference.
For more information on the program and application procedures and forms, please consult the Awards section of the
CAUBO web site at www.caubo.ca, or contact the designated
CAUBO representative at your institution (usually the VicePresident, Administration).

Programme de prix de la
qualite et de la productivity pour 2005
Sous les auspices de Budget Rent a Car of Canada et Legg
Mason Canada, le Programme de prix de la qualite et de la
productivity de I'ACPAU recompense et fait connaitre les
realisations des universites en matiere d'amelioration de la
qualite et de reduction des couts des programmes et services
de l'enseignement superieur.
Ce programme annuel donne l'occasion aux etablissements
membres de I'ACPAU et a leurs gestionnaires et employes des
services administratifs et de soutien de se faire octroyer des
prix nationaux et regionaux.
Les laureats nationaux obtiendront des prix de 10 000$ (l cr ),
5 000$ (20m'-) et 3 000$ (3*1™). Des prix regionaux seront accor-

des aux meilleures soumissions des regions de l'Atlantique,
du Quebec, de l'Ontario et de l'Ouest ainsi que des mentions
honorables. Les gagnants des prix et mentions honorables
seront invites a presenter leur projet dans le cadre d'une session sur affiche qui se tiendra dans le hall des exposants lors
du congres.
Pour plus de renseignements sur le programme et pour
les instructions et formule de mise en candidature, veuillez
consulter la section Prix du site web de I'ACPAU a l'adresse
www.acpau.ca. Vous pouvez aussi entrer en contact avec le
representant designe de I'ACPAU de votre etablissement
(normalement le vice-recteur a l'administration).

DEADLINE FOR SUBMISSIONS IS 4 MARCH 2005/LA DATE LIMITE EST LE 4 MARS 2005

Sponsored by
Sous les auspices des :

Budqet
www.budget.com
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Leaders/iip

Information, relationship
and constructive challenge
the currency of leadership
By Judith Gibson, Managing Partner of Gibson, Sage and Associates

R

eflections on leadership multiply
with each new publishing season, but
the conclusions are often predictable.
On the role of leaders, for instance, discussion tends to focus on a few key responsibilities — for vision and strategy, culture,
innovation and change, system renewal,
and the development of future leaders.
If this is the job description, then information, relationship and challenge are
critical success factors, the true currency of
leadership. Without an ability to detect hot
spots, developments and emerging trends,
without strong networks both across and
well down into the organization, and
without exposure to constructive dissent,
leaders are seriously handicapped. Yet, a
growing body of research into corporate
performance suggests that neither the right
information, the right relationships, nor
the right kind of challenge come easily:
• Executive Isolation: Research confirms
that senior leaders, in particular, tend
to become isolated. Contributing factors
include patterns of top-down communications, strong hierarchy, poor systems,
pressures on executive time, organizational culture and personal style. The
results, an intelligence breakdown, selfreferencing deliberations and disconnection from employees, customers and
stakeholders, can seriously compromise
leaders' effectiveness. Management by
walking around, the time-honoured antidote to leader isolation, is embraced in
principle but seemingly difficult to practice. Yet, without some such conscious
effort, leaders are unlikely to have either
the information, the allies, or the willing
followers they need to lead well.
• The Country Club Phenomenon: The tendency of leaders to surround themselves
with like thinkers and compatible personalities has been well documented.
Research also suggests that the dynamics
and make-up of many leadership teams
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make overt disagreement and candid
debate difficult, if not impossible. Yet,
good decision-making can be difficult
without it. Leaders, it is suggested, need
to find and engage 'loyal contrarians'
as part of their circle, people who share
their commitment to the organization,
but not necessarily their perspective,
and who are ready, even prone, to disagree. And executive teams need to act
as teams, seek out diversity of views and
do the internal work it takes to create a
climate that permits dissent, debate and
constructive conflict.
T)te Shrinking Middle: In theory, flatter organizations mean more effective
communications. In fact, the decline of
the middle management ranks experienced by business during the 1990s had
unexpected and negative consequences.
Middle managers, it turned out, provide
the bridge between the strategic direction
of the organization, the employees, and
the realities of the marketplace. As a Conference Board study concluded in the late
1990s, "middle managers . . . are a vital
source for drawing information into organizations." They are gatekeepers, helping
employees make the connection between
direction from the top and their specific
responsibilities, and, in all but the most
liberal organizations, they determine
what information moves up the system.
The Risks of Tunnel Vision: Thanks to
accountability pressures, universities
are more data-focused than ever before.
However, that comes with risks - corporate executives long ago realized that,
for all the data available, relatively little
provided the strategic information they
needed to manage well. "By the time 1
get our financials," one VP noted, "they
are history. They don't tell us a thing
about where we're going or what might
jump out to get us." Yet, we are preoccupied with numbers and put a priority

on hard data. John Seely Brown and Paul
Duguid, prominent thinkers about the
impacts of the information age, speak
of the risk of tunnel vision, a too narrow
focus on information alone. Those who
ignore the periphery, the "fuzzy stuff...
(of) context, history, culture and community resources... inhabit a narrow
world of deception," they contend, and
risk developing solutions that will "bite
back."1
Does all this really apply to universities? Lack of dissent is hardly an issue
for today's campuses, while the collegial
nature of university governance and the
vibrancy and immediacy of student life
mean that university leaders have a much
more direct connection to their institutions
than their business counterparts. And the
notion of 'willing followers' may seem,
at best, quaint. Yet, the context of shared
commitment, trust and candour that feeds
good decision-making cannot be taken as
a given. And university leaders face many
of the same barriers confronting leaders
in other sectors, not least the reality of
workload pressures, time constraints and
geographic concentration on the 'executive floor.'
To consider, then — Do you see yourself as part of a leadership team, or do you
define your role in terms of your specific
mandate? Is the climate in your meetings
right for candid discussion and constructive conflict? Do you have 'loyal contrarians' you can rely on, and people you can
count on to tell you the bad news stories
as well as the good? How do you know
what is really going on under your watch?
And how do you respond when you are
challenged? Some questions are definitely
worth asking, personally or as a team. M^
End note:
1
Brown. John Seely and Duguid, Paul. The Social Life of
Information, Harvard Business School Press, 2000.
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Legally Speaking

What is
happening with
mandatory retirement?
By Peter Mercer, Professor of Law at the University of Western Ontario, where
he recently served as Vice-President Administration and General Counsel

I

n the space of a single generation,
according to Statistics Canada, the
number of Canadians aged 65 and over
can be expected to double, from nearly
four million in 2000 to over eight million by 2028. Whereas seniors accounted
for approximately 13% of the Canadian
population in 2000, they will make up
22% of the population in 2028. This fact
alone might account for the remarkable
evolution in public policy in favour of
abolishing mandatory retirement. Proponents point to its abolition in the United
States, Australia and New Zealand and, in
this country, to Quebec. However, public
policy development around mandatory
retirement has seldom been straightforward and this is particularly so when it
comes to universities.
No Canadian province actually requires
its citizens to retire at any particular age.
Rather, the ability of employers to compel
'mandatory retirement' of employees is
typically facilitated indirectly by restrictively defining 'age' in human rights legislation as' less than 65 years.' Employers do
not, therefore, contravene such legislation
by requiring employees to retire at age 65.
This is the situation in British Columbia,
Newfoundland,
Saskatchewan and
Ontario; in the remaining provinces and
territories (again, except Quebec, which
has no such restrictive definition of 'age'),
retirement at age 65 may be compelled if
provided for in a collective agreement or
pension plan.
On August 18, 2004, the Ontario
government (already on record as committed to ending mandatory retirement)
released a consultation paper, Providing
Choice, seeking the views of the public
about the impact of eliminating the ability of employers to require retirement at
age 65. Among the issues identified were
the potential impact on universities and
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on tenured university faculty. Their significance is highlighted by the Manitoba
experience. That province's Human Rights
Code had been amended in the manner now
proposed for Ontario, but the universities
legislation was then, in turn, amended to
allow the entering into of collective agreements with faculty or staff that imposed a
mandatory retirement age of 65 or more.
Furthermore, retirement at such agreed age
was legislatively deemed to be a bona fide
and reasonable occupational requirement
for the purposes of the Code.
Public consultations were held in
Ontario in September and the substance
of the submissions was predictable.
Faculty and staff groups endorsed the
elimination of mandatory retirement, a
position also supported by the Canadian
Association of University Teachers and
the Ontario Confederation of University
Faculty Associations. University administrators, on the other hand, in keeping
with the urging of the Council of Ontario
Universities, would like universities to be
exempt from any changes to the law or
to be allowed to phase in changes over a
period of several years. Frequent reference
was made to the U.S. experience, where
federal law eliminated mandatory retirement in 1987 but did not become effective
for tenured faculty until 1994.
Most of the concerns expressed by university administrators over the prospect of
an abrupt elimination of mandatory retirement have to do with financial and faculty
complement planning. Some, however,
have clear countervailing legal implications as well. For example, administrators
raise the prospect of slowing down the
increase in the proportional representation of women and minority groups in the
academy, assuming that most who would
delay retirement are white males. This is
lamentable, but possibly beside the point

from a human rights policy perspective
once age beyond 65 becomes as prohibited a ground of discrimination as gender
or ethnic origin.
Other predictable legal issues are likely
to arise in universities whenever and wherever mandatory retirement is eliminated.
Older employees may be expected to seek
greater accommodation because of disability or diminished capacity (as opposed to
incapacity) to do the job as they age. The
importance of this issue may be heightened by the fact that innocent absenteeism
and difficulties with job performance (as
opposed to outright inability to perform)
generally are not considered cause for
dismissal.
Another concern raised explicitly was
that faculty who grow ineffective as they
age will be protected from removal by
tenure. Without dealing with that issue per
se, but assuming that a university might
respond to the prospect of an older work
force by reconsidering the ways in which
it manages performance, several caveats
are in order. Changing performance evaluation standards or methods in a way which
places the emphasis on older employees,
rather than on all employees of all ages,
may well be found to constitute illegal
discrimination. By extension, terminations of older employees may have to be
particularly well documented to show that
unsatisfactory performance was the cause
and to rebut any claim that age must have
been a factor.
It will be interesting to see the substance of the Ontario legislation when it
is introduced in the new year. However,
it is inevitable that all Canadian universities will have reason to make themselves
increasingly aware of how to avoid claims
that they have discriminated in employment on the basis of age. Ujj
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Procurement

The changing role
of supply management
By Ron MacDonald, Chief Executive Officer, Inleruniversity Services Inc., Bedford, NS

W

hat do companies like Toyota
and Wal-Mart have in common?
The obvious answer is that they
have been very successful in their respective markets. Whether you like these companies or not (and there are many other
examples), you cannot deny their success
in the global market place. They also have
a common key ingredient in their strategies. They use supply management as a
key component in their corporate plan.
Their supply chain is extremely important for the quality and availability of their
products. It also keeps them competitive
and their total costs under control. Many
of these organizations recognized this in
the early stages of their development.
Others came to this realization after a
crisis and massive job cuts to save market
share and the bottom line.
Supply management is taking an
increasingly more strategic role in most
organizations. Even the latest edition of
the Harvard Business Review is devoting an
ongoing series of articles and case studies
on supply chain.
The benefits of professional supply
management are recognized by the
majority of successful organizations in
both the private and public sectors. University purchasing departments have
long spearheaded the centralization of
procurement activities in their respective institutions.
Some universities have had purchasing activities that were highly fragmented, with decisions made at all levels.
For others, it has been highly structured.
Most have been somewhere in the middle.
No matter what the degree of centralization of the supply process, universities
are striving to ensure that quality goods
and processes are available to faculty,
staff and students. Coupled with this, of
course, are cost reduction and total cost
of ownership.
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In order to effectively accompl ish these
goals, supply management should now
be part of the integrated overall business
plan for the university. Without this,
costs will not go down or stabilize, and
the quality of services may suffer.
Keeping costs under control is a major
objective of all public sector organizations. Cost pressures continue to mount
for most services, commodities such as
fuel oil and natural gas, and in compensation areas such as employee benefits. Few
areas of our institutions are immune to
cost pressures.
The ability of our universities to
respond to increased service expectations is hampered by administrations
that have a very 'lean' number of support
staff. The quick fix short-term solutions
such as job cuts, which is almost always
the process followed by the private sector,
have not been a preoccupation or even
an option for our institutions to reduce
costs. Reductions have been achieved by
other means.
CAUBO's Quality and Productivity Awards program, for example, has
highlighted new processes, innovative
thinking, and new ways of doing daily
tasks. These awards recognize the ways
that internal efficiencies have helped our
members and their customers. Some of
these submissions have shown the new
and creative thinking that is also in our
procurement departments. Many institutions have made this a part of their
overall business strategy. They realize
that, without an integrated supply process, improved efficiencies will be very
difficult.
It goes without saying that many
products and services come with a smaller
margin for our suppliers. Most of these
companies have already have been reengineered to remain competitive. The
task of reducing these costs through our

suppliers is an even greater challenge. The
supply process is not just getting the best
price, but the overall value in the entire
supply chain process. This not only
involves our suppliers and their suppliers, but also our internal departments.
Most organizations, including universities, have also reduced their supplier base. In some cases, longer term
relationships have resulted in potential
opportunities to work on more strategic
initiatives which may also have a higher
leverage with suppliers. With the use of
technology, processes have improved, i.e.,
ordering and payment cycles. These are
all examples of a more strategic supply
process that does not just involve the supplier's sales department and university's
purchasing department, but also other
university departments and external
providers.
Many would argue that the goal of
strategic supply management in the university environment is a daunting task
and, with our decentralized nature, it is.
Issues like the Agreement on Internal
Trade, environmentally sound procurement, CFI funding, total cost of ownership and, of course, increased transparency are other major challenges. They
are also opportunities that are changing
the role of supply management. Most
decisions can no longer be made in one
department and it is more difficult for one
department to pursue its own objectives
with little regard for others.
Effective supply management flows
across the institution and outside. The
process will bring lower costs, better
value, and improved leverage, quality
and efficiency. Yes, there will also be a
reduced risk. So, the procurement professional's role should now also include
being a facilitator and coordinator in the
overall university supply strategy. %
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If you want to be all over the globe, you should begin with State Street
Global Advisors. With offices in 33 countries, including 9 investment centers, and
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Risk Management

Below the waterline of
the Insurance Brokerage
Commission iceberg
By Janet Stein, Manager, Insurance and Risk Management, University of Calgary

llegations have recently been
brought against one of the major
insurance brokers by the Attorney
General of the State of New York, Elliot
Spitzer. These are allegations, not proven
facts, however, the process has highlighted
the industry's use of 'contingent commissions' and generated discussion regarding
transparency in business practices and the
consumer's right to information. This, in
turn, requires universities to consider how
their insurance policy costs may be affected
in upcoming renewals.

A

It should be noted that contingent
commissions are not confined to a single
brokerage firm and that the three largest
brokerages declared in October that they
have terminated contingent commission
agreements at this time. It is not known to
the writer how other brokerage firms are
handling compensation, but, universities
should request this type of information
from their own brokerages in order to
ensure that all sources of broker compensation, direct and indirect, are transparent
and known to them.
There are three main ways for a customer to compensate a broker. The first
option is commission based and involves
the broker earning a set commission (usually a percentage based on the policy cost)
on each type of insurance policy. These
commission rates may vary by type of
policy and the insurance company. The
customer usually pays the broker the
commission and the cost of the policy
combined in one cheque. The services
that are received for the commission usually reach far beyond the act of finding the
'best policy for the best price' and stretch
to assisting clients with a variety of issues,
interpreting policies, benchmarking, facilitating claims with the insurers, etc.
The second type of compensation is the
flat fee-for-service where a set amount is
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"Universities need
to ensure that they
have adequate
processes in place
to show their
own transparency
in business
processes..."
negotiated with the broker to provide all
of these services. The broker is paid for
fees separately from the policy payments.
The third type of compensation can be a
combination of these two. Customers are
aware of these types of broker compensation and brokers working on a commission
basis may supply the amount of these commissions automatically, or upon request.
The 'contingent commission' compensations brought forward in the Spitzer
discussion are a different type of compensation. These are monies earned by the
brokerage firm from insurers and are based
on the cost of policies sold for a particular
insurer, either by volume of annual sales
or on a rolling three-year average of profitability (i.e., total premiums less claims).
The earning of contingent profit
commissions has been occurring for a
significant length of time in the industry.
However, in light of the societal shift
requiring heightened transparency from all
companies and in all industries, arrangements of this type that are not immediately
transparent to the customers or the shareholders are held up against a new set of
expectations.

How does this affect universities?
Insurance brokers are integral to a university's risk management process and arcone of the strongest partners in managing
insurable risks. They should be fairly and
reasonably compensated for undertaking
these responsibilities. 1 lowever, as trustees
of public and student funds, universities
should be aware of all monies being
earned by any suppliers based on the
business they are being given so that the
total 'cost' of the product or service is being
considered. It may also affect universities
in the coming year during the next round
of insurance renewals. It is possible that
there may be an increased cost in commissions or brokerage fees to compensate for
the loss of funds received through contingent commissions.
Perhaps risk management processes
at universities should include a requirement for all product or service suppliers
to maintain transparency for all types
of compensation they received that are
connected with the university's business.
Should universities be ensuring that all
of their requirements and needs are communicated clearly in writing to brokers,
so that both parties are clear on these
issues and that adequate compensation is
acknowledged?
As society continues to require more
transparency in business practices, universities need to ensure that they have
adequate processes in place to show their
own transparency in business processes,
as well as to require the same from their
business partners. Mjf

The lawsuit by the State of New York
is public record and is accessible at
http://www.oag.state.ny.us/press/
2004/oct/octl4a_04_attachl.pdf).
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decision t o introduce a Short-Term Trading Policy* to protect plan members.
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Going Broke by Degree: Why College Costs Too Much

Publication:
Author:
Richard Vedder
Published by: The AEI Press, 2004, Washington D.C.
Reviewed by: Ken Snowdon, Snowdon 6 Associates Inc.

n Going Broke by Degree, Richard Vedder,
an economist from Ohio University, (and
an adjunct scholar at the conservative
think-tank American Enterprise Institute) tackles the issue of 'soaring college
costs' in the United States. He also offers
a prescription: put existing government
grants in the hands of students through a
voucher system and wean universities and
colleges off the public purse.
Vedder's main contention is that higher
education costs are rising because, "The
productivity of university personnel is
almost certainly falling, and it is clearly
falling sharply relative to the rest of the
economy." (p.xv) He then attributes the
productivity decline to the lack of market
forces in higher education. What is the
solution? A greater reliance on market
forces and the preferred policy instrument
is a voucher in the hands of a student.

I

His basic ideas are not new,1 and the rest
of the book is almost predictable except...
Vedder adds some new twists. In making
the case for a fundamental change in the
funding of higher education, he argues
that the more state governments support
higher education, the lower the rate of
economic growth in the state. He argues
that state funds intended for instruction,
and to limit the size of tuition increases, are
too often used to subsidize research, athlet-
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"Some of the ideas
in Going Broke by
Degree are finding
their way onto the
higher education
agenda."
ics, or other costs. He argues that research
is better performed in the private sector
than in universities. He argues that, every
time governments increase student aid or
tax credits to help make higher education
more affordable, the added subsidies actually encourage higher tuition. Is it provocative? You bet it is!
Going Broke by Degree gives the reader
an introductory economics lesson using
all the 'tools of the trade' and then some.
The author has an engaging writing style
and he can craft an argument and muster
sufficient evidence - factual and anecdotal
- to lend support to many of his assertions
and conclusions. He plumbs a variety of
data sources, most notably the National
Center for Education Statistics (NCES),
illustrating specific points with tables,
graphs, and the occasional equation, and

he has no qualms about taking a set of data
and making adjustments to arrive at less
than 'traditional' conclusions.
In his examination of faculty salaries,
for example, he begins by noting that
published data from the NCES indicates an
increase in average faculty salaries of about
3% in real terms over the period 1970-1999
- a relatively conventional view of average faculty salary levels. However, once he
adjusts the time period, 'corrects' the inflation rate, and adds an assumption about
increased fringe benefits, he concludes that
the growth rate in faculty compensation is
actually more like45%. This is "almost precisely equal to the corrected growth in real
hourly compensation for all workers in the
private business sector" - a most decidedly
unconventional view. (pp. 62-63)
Vedder's 'creative' use of statistics often
challenges conventional views and, while
one can argue about some of his adjustments and assumptions, his style engages
the reader to think carefully (and critically)
about information and the interpretation
of information.
The book is organized in three sections. Part 1, The Problem, catalogues what
Vedder calls the cost explosion in higher
education, explores why universities are
inherently inefficient and costly, and then
examines some of the 'peculiarities' such

as tenure and internal cross-subsidization.
Part 2, Have Our Universities Lost Their
Way? focuses on the past and present
role of universities and Vedder's answer
to the question will come as no surprise.
The final section, Solutions: The Future of
American Higher Education, begins with a
review of the for-profit higher education
sector, distance learning and other forms of
educational certification, arguing that each
of these developments is bringing about
major change in the delivery of higher
education in the United States.
The author then moves to two scenarios for the future of higher education
in America. The first, focuses on ways to
reduce costs and improve productivity
that run the gamut from increasing the
student-faculty ratio to improving student retention, and from changing tenure
to reducing bureaucracy and non-instructional staff. Nothing much new there, but
his second scenario is a 'zinger.' Systemic
Reform focuses on 'de-funding' higher
education through the adoption of vouchers and a transition to a more privatized
higher education system - what he terms
The First Paradigm. If that seems too radical, Tlie Second Paradigm: Other Regulatory
and Financial Options emphasizes a suite
of policies, designed, one might speculate,
to keep university officials awake at night,
politicians heavily engaged in announcing policy reforms, bureaucrats forever
employed, and economists on lucrative
consulting contracts.
Vedder's book is important. His views
should not be taken lightly. Some of the
ideas in Going Broke by Degree are finding their way onto the higher education
agenda. Colorado is implementing a
voucher-like system in 2005 and there are
a host of states exploring more marketoriented approaches. And the same ideas
transcend borders. The Discussion Paper
produced as part of the Post Secondary
Review in Ontario (Rae Review) includes
vouchers as a funding option and many
provincial governments are encouraging
greater competition in the higher education 'market.'

Shape your enrolment
with Canadian-specific
student data
Hundreds of U.S.
campuses already use
predictive modeling
to determine which
prospective students
are most likely to enroll.
Now Noel-Levitz offers
predictive models with
new Canadian census,
demographic, and socioeconomic data. That
means more precision
for your enrolment plans.
Schedule an on-campus
presentation—and learn
about lower pricing for
Canadian campuses—
by contacting us today.

For those interested in understanding
more about the economic rationale for
those ideas - from a conservative perspective - and the potential implications
for higher education policy, Going Broke by
Degree should be on your reading list. M^
End notes:
1
Vedder makes reference in the acknowledgements and in
the text to Milton Friedman and Friedman's
ideas from the 195a s and 1960'sas reflected in CapUlism and
Fmdom. (Chicago: University of Chicago Press, 1962).
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Highlights of CAUBO
Financial Information of
Universities and Colleges 2002/03
Introduction

T

his is the inaugural edition of the
CAUBO Highlights of Financial
Information Report. It provides
key information from the CAUBO Report
- Financial Information of Universities
and Colleges 2002/2003, a composite of
information provided by 102 universities
and colleges across Canada.
Through publication of a summary
report, the CAUBO Financial Reporting
Committee hopes to:
• Provide a convenient summarized reference source.
• Highlight trends and/or significant differences relating to the data contained in
the CAUBO report.
• Increase awareness among the university community about the existence of
the CAUBO financial information.
• Give preparers of CAUBO returns a
better understanding of how the information is used.

For a full appreciation of the scope of
information contained in the CAUBO 2002/
03, readers are encouraged to review the full
report available from the CAUBO office.
In 2002/2003, member institutions
reported $18.2 billion in revenues for an
increase of 7% over the previous year (with
increases reported for all funds except the
endowment fund). Universities and colleges receive revenue from a variety of
funding sources for a wide range of activities. Categorization of revenue by fund
provides an indication of purpose that
funds received are intended to support. A
significant portion of revenue is restricted
for specific purposes. Over $10.7 billion
of reported revenue was for the primary
operating activities of instruction and
research, other than sponsored research,
which accounted for $4.3 billion. Capital
funding provided $.9 billion to meet capital needs of reporting institutions. Ancil-
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lary enterprises (e.g., residences, parking
and food services) generated revenues of
nearly $1.4 billion, special purpose and
trust provided $1.0 billion, while endowments declined, or lost nearly $.1 billion.

The reported endowment loss resulted
from investment losses exceeding $.3 billion: this loss was offset by endowment
contributions of $.2 billion, at about the
same level as the previous year.

Total Revenue - by Fund (in S millions)
2002/2003 - $18.2 Billion (net of Endowment loss of $91)
2001/2002- $17.0 Billion (previous year's in brackets)
General Operating
$10,766.80%.
(prev. year $9 886

Speci.il Purpose and
Trusl. $9«3, 5%.
(prev year $949.

Sponsored
Research.
" - 282, 23%,
year $3,771 .

Ancillary. $1,373. 7%,
(prev. year $1,273,

Endowment,
k>a»o($91,0%.
(prev year $319,

Capital. $894. 5=-:
(prev. year $815,

Revenue Sources - All Funds ($ in millions)
(% of total source for individual years)
Three years ending 2002/03
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Proportion of Revenue from All Sources by Province - 200^2003
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100%,
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"Revenue for the 16
largest universities
in Canada accounts

for 63% of total
revenue reported
by CAUBO
institutions."
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"In terms of scholarships, bursaries, and prizes as a proportion of
total expenses in the past three years, there is significant variance
between provinces with Ontario allocating the largest proportion...'
The majority of revenue sources have
increased over the past three years except
for donations and investments, of which
investments experienced a net loss in the
year. Revenue from the federal government
and its agencies and from provincial governments continued to grow over the past three
years, and for 2002/03 government funding
comprised 56.2% of total funding. Tuition
revenue grew during the three year period
both in total dollar value and as a proportion
of revenue, comprising 20.7% of the total.

Federally Sponsored Research - By Province
2002/2003 & 2001/2002
($ in millions)

In terms of provincial comparisons, the
percentage of total revenue from all sources
continues to vary from province to province
with Nova Scotia and Ontario receiving the
lowest proportionate provincial government
funding. The proportion of funding derived
from tuition is highest for these two provinces. Quebec continues to have the lowest
percentage of revenue from 'tuition and
other fees.'
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CAUBO Institutions - Comparison of Operating Revenue & Total Revenue
2002/2003 & 2001/2002 (S in millions)

Number of
Institutions
Reporting

CAUBO
Report Range
(Total Revenue)

Total
$ Value

%
of Total

16

$400 < $1,500

$11,403

62.7%

53.0%

52.1%

19

$100<$400

$4,473

24.6%

67.8%

67.0%

18

$60 < $100

$1,415

7.8%

71.9%

70.4%

12

$30<$60

$493

2.7%

76.0%

74.3%

17

$10 < $30

$306

1.7%

72.5%

71.0%

20

$0-$10

$97

0.5%

75.8%

71.2%

$18,187

100.0%

59.2%

58.2%

102

24

Operating
Revenue/
Total
Revenue
(2002/03)

Operating
Revenue/
Total
Revenue
(2002/03)

UNIVERSITY MANAGER • Winter 2005

Federally sponsored research increased
considerably from the previous year, with
the biggest gains attributable to CFI and
CIHR and with a significant decline in the
'other federal' category. Included in this
category are one-time payments for Indirect
Cost of Research Funding: a program for
which payments were received in 2001/02.
Funding for Indirect Costs of Research commenced in 2003/04 on an ongoing basis.
Revenue for the 16 largest universities in
Canada accounts for 63% of total revenue
reported by CAUBO institutions. Operating
revenue as a percentage of total revenue has
increased from the prior year for each category, and has increased in total, comprising
59.2% of total revenue.
It should be noted that nearly 60% of
operating fund expenditures were spent
on instruction (direct cost of faculties and
academic departments). The administration
and general category represents traditional
administrative areas such as finance and
human resources, but it includes as well all
the academic support for council activities
and external relations expenditures. This
category accounts for 12% of total operating
fund expenditures. Physical plant expenditures reflects the cost of the maintenance of

University & College Operating Fund Expenditures
By Category ($ in millions)
2002/2003 - $10.7 billion, [2001/2002 - $9.7 billion]
Physical R a n i .
$1,173. 1 1 %
(SI 010. 10%)
Student Services.
$803,8%
(Wee. 7%)

Administration and
General. $1,284,

buildings, grounds, utilities and renovations
and alterations and accounted for 11 % of
total operating fund expenditures.
Salary and benefit expenses are the largest
component, over $10.3 billion, or (54%) of
reporting institutions' operating expenses.
Building, furniture and renovation related
expenses continue to be a large proportion
for institutions, $2.8 billion, or (15%). Materials and operational expenses amount to 12%,
Scholarship, bursaries and prizes comprise
4%, and interest expenses are more than
$326 million representing 2% of the total
institutions' expenditures.

12%
(SI.127. 12%)
Instructional,
$6,120. 56%
(99.603. 56%)

Computing and
Communications.
$397. 4 % (SUM. <%)
Library. $605. 6 %
($556 6X1
Non Credit
nstrudional.

$316, 3 %
($266 3%)

We encourage readers of this inaugural
report to provide comments on the contents
of this report to the Financial Reporting
Committee. Please forward all correspondence to Lynne Seguin, Office Manager, at
lseguin@caubo.ca Mjj

Total Expenditures by Type ($ in millions)
2002/2003 - $18.7 billion [2001/2002 - $16.8 billion]
Mateiiatt & Operational
E«pendrture*
$2 160. 12%

Ek*k»ng Furniture*
Renovebons. $2,795. 15%

Benefits $1 364. 7%

Professional Fee*.
S280, 2%
Travel. $451.2%

Salanee - Othei
Instructional & Reseai
f l 106 6%

Coats of Goods Sotd
$457. 2%
Utilities. $430. 2%
Interest $326. 2%
•Library. $266. 2%
Common-cations.
$117, 1 %
Salaries - Academe
Ranks. $3,734. 20%

Salaries - Other Salaries
and Wages. $3 072. 2 1 %

Comparison of Scholarships - All Funds
(% of total expenditures) by Province - 2000/01,2001^)2,200?/03
0 1
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In terms of scholarships, bursaries, and
prizes as a proportion of total expenses in
the past three years, there is significant variance between provinces with Ontario allocating the largest proportion (5.4% of total
expenditures) to scholarship and bursary
support. This allocation is a result of provincial government funding for endowed
scholarships and the requirement to set
aside a portion of the tuition increases for
scholarships.

soo

•ssssfWi
BC

This highlights report was prepared
by the CAUBO Financial Reporting
Committee, with special recognition
for the efforts of Laura Kennedy, who is
the Associate Vice-President (Financial
Services) and Controller at the University of Saskatchewan and Pierre Piche,
Associate Controller and Assistant
Director, Financial Services at the
University of Toronto. Other members
of the CAUBO Financial Reporting
Committee are Sharon Davis, Chair of
the Committee (Mount Saint Vincent
University), Matthew Nowakowski
(McCill University), Carter Scott (University ofWestern Ontario), and Nancy
Walker (University ofLethbridge).
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The CAUBO Financial Reporting
Committee gratefully acknowledges
the contribution of Lynne Seguin,
Office Manager of CAUBO, for
coordinating the CAUBO Financial
Information Survey for 2002/03 and
the contributions of Howard Wall and
Tracey Howell-Perret at the University of Saskatchewan for compiling the
charts and graphs.
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Insuring the
By Christine Hanlon

Library

re universities paying premiums to insure items
that would not be replaced if their library collection were damaged by fire, water or some other
calamity? This is one of the key questions explored by
American Appraisal Canada, Inc. (AA Canada) in a
recent study completed for the Canadian Universities
Reciprocal Insurance Exchange (CURIE).*
Up until now, institutions have been estimating the
insurable value of their libraries' tangible assets based
on the concept of 'replacement.' This approach means
that, in the event of a disaster, all affected insurable
property would be replaced in 'like kind.'
However, in recent years, some CURIE members
have questioned the cost-effectiveness of insuring the
full value of library resources that, in the event of a loss,
would not be replaced, could not be replaced, or would
be replaced by lower-cost electronic substitutes.
The issue is becoming more pressing as the cost of
riodicals continues to escalate. "For many universi, the content of the library represents about one
d of the values on campus," says Keith Shakespeare,
Chief Operating Officer of CURIE.
Now, consider the fact that, for the past two decades,
cost increases for periodicals have consistently outpaced the Consumer Price Index. Taking into account
the size of most universities' periodical collections, this
translates into an exponential increase in the value,
and consequently 'replacement' cost, of these library
resources. (See Table 1) AA Canada projects that the
insurable value of library resources could exceed 50%
of all university insurable values by 2020.
If insuring library resources continues to be based
on total replacement cost, without consideration for
factual' post-loss strategies, then premiums will continue to increase accordingly. In commissioning AA
Canada to conduct the library study, CURIE wanted
offer universities some options to this scenario. As
options could significantly affect insurable values,
RIE also wanted to quantify that impact.
"We wanted to know what is the obsolescence factor
those resources," says Shakespeare. "What percentage would universities actually replace?"
The study consisted of three phases. First, AA
Canada conducted a review of current library valuation practices. Second, a survey was sent to a group of
five representative universities to gather information
on their opinions and probable post-loss recovery
strategies. Contacts from these institutions were also
interviewed. Third, AA Canada researched the actual

post-loss experience of several libraries around the
world.
To keep costs low for its member universities, CURIE
provides estimates of insurable value based on 'modelling' rather than on an appraisal of each institution's
tangible assets. The latest method for valuing library
resources involved segmenting library resources into
monographs, periodicals and microforms, calculating
the average cost for each segment, adding cataloguing
and processing costs, and then multiplying by volume
counts. Subsequently, the estimates were adjusted to
reflect rising unit costs and increased volume.
But, in reality, based on the answers of the universities participating in the study, it was clear that, in
a loss situation, they would not replace their library
resources in their entirety, on a book-by-book, document-by-document basis. This 'obsolescence' factor is
due to a number of reasons.
First, even if they are not out of print, many monographs are superseded by newer editions, often substantially diminishing the value of the original book.
This is particularly true for monographs in science,
technology and medicine. At the same time, both
monographs and periodicals can become obsolete
due to changes in curricula at the university. Inadequate weeding of library resources compounds this
situation.
Meanwhile, periodicals have increasingly become
digitized, with online availability increasing dramatically since 1997/98. Some e-journals are now available
back to the first volume, reducing a university's reliance on the hard copy equivalent. Should these paper
copies of the journals be damaged or destroyed, the
university would not need to replace all of them, since
many would either already be available to the university online or could be acquired in their electronic
version. Furthermore, there a no extrinsic processing
costs for the e-journals (such costs are embedded in
the daily backup service included in the subscription.)
And e-journals can be catalogued for 90 to 95% less
than traditional print items.
Online subscriptions already form from 30 to 60%
of total current subscriptions at Canadian universities.
Yet, until now, when CURIE members have reported
their periodical holdings, they have not distinguished
between print and electronic versions, thereby overstating the number of units that would have to be
replaced.'
As with monographs, obsolescence of periodicals

ton. Following their loss, both universities decided, in
varying degrees, to replace their knowledge base rather
than each individual monograph and periodical. The
University of Sussex even opted for a smaller insurance settlement in exchange for the flexibility to use
the money for pursuing an e-strategy.
Combined with the findings of the survey and
interviews, these post-loss experiences point to the
likelihood that, if a CURIE library suffered a loss, the
primary goal would be to replace the knowledge base
by the most expeditious means possible. Consequently,
CURIE suggests that future library valuations incorporate the observed obsolescence factors from the Library
Study. These factors would be regularly reviewed to
reflect changes in the institutional library setting.
Replacement costs would then be calculated by multiplying the unit, processing and cataloguing 0
the volume count adjusted for obsolescence.

Table 1
Monograph and Periodical Costs
In ARL Llbratias, 19W-2020

Sourer: ARL Suiisllct and Measurtmna Program (2002)

Table 2 Periodical Collections

Obsolescene
Range

Science/Technology/Medicine (STM)

60-80%

Social Sciences/Humanities (SSH)

35 - 60%

Monograph Collections

Obsolescene
Range

Science/Technology/Medicine (STM)

25 - 55%

Social Sciences/Humanities (SSH)

20 - 55%

Microforms/Other
Microforms/Other

"The overall obsolescence of a library's resources
would vary from institution to institution depending on
the classification of their holdings," says Shakespeare.
The study recommends applying the weighted averages for each university's resource type and classification as a more equitable, efficient and cost-effe< live way,
of adjusting for obsolescence than applying individu
obsolescence factors provided by each institution
CURIE is currently in discussions with re-insurers
involved in the property insurance program to obtain
their agreement on this new method of reporting and
insuring library holdings. As for continuing with existing methods of valuation, doing so would mean foregoing the opportunity to reduce both current insurance
premiums and future increases in premiums, as the
value of library collections continues to rise.
"This could make a huge difference to some institutions," confirms Shakespeare, "especially those with a
heavy emphasis on science, technology and medicine.
It could have a significant impact on their insurance
premiums, now and in the future." U^

Obsolescene
Range
0 - 30%

was much higher in the science, technology and medicine category than for social sciences and the humanities. Using the anecdotal information collected during
the interviews with the five representative universities,
AA Canada estimated a range of obsolescence factors
for each category and type of resource (See Table 2)
On the other hand, one type of resource that the participating universities agreed would likely be replaced
in kind - at a rate of anywhere from 70 to 100% - was
their microform collection. This was due to the uniqueness of the material, as well as to copyright restrictions
that limit the possibility of replacement by alternative
means such as digitization.
The conclusions of the study were borne out by
AA Canada's investigation into the actual post-loss
experience of two well-documented library losses at
the University of Sussex and the University of Hous-

Institutional Repositories Project
The Institutional Repositories Project is an
ongoing initiative of The Canadian Association
of Research Libraries (CARL). Nine Canadian
universities are involved in this project, the goal
of which is to create a major digitized document
repository of a university's intellectual output.
As the project increases in scope, it may have a
greater effect on obsolescence factors.
'The results of the spring 2004 CURIE-Library
Study were presented at the CURIE Canadian University & College Risk Management Meeting held in
Winnipeg on October 2 and 3, 2004.
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Bibliotheques et assurances
Par ("hristine Htmlon

L

es universites paient-elles des primes afin d'assurer
des biens qui ne seraient pas remplaces si Ie contenu
de la bibliotheque elait endommage par le feu, l'eau
ou un autre sinistre? Voila une des questions fondamentales
sur lesquelles l'organisme American Appraisal Canada, Inc.
(AA Canada) s'est penche dans une recente etude effectuee
pour Ie compte de Canadian Universities Reciprocal Insurance
Exchange (CURIE).*
Jusqu'a maintenant, les etablissements d'enseigncmenl
ont toujours estime la valeur assurable des biens tangibles se
rrouvant dans leurs bibliotheques d'apres la notion de « remplacement ». Selon cette approche, dans le cas d'un sinistre,
tous les biens assurables affectes seraient remplaces par des
biens •• de meme nature •-.
Toutefois, ces dernieres annees, certains membres de CURIE
ont remis en question l'efficacite, compte tenu des couts,
d'assurer a leur pleine valeur les ressources des bibliotheques
qui, en cas de perte, ne seraient pas remplacees, ne pourraient
pas etre remplai ces ou seraient remplacees par des substituts
electroniques moins couteux.
Cette question se pose de facon plus pressante, puisque le
cout des periodiques continue sans cesse de croitre. « Dans bon
nombre d'universites, le contenu de la bibliotheque represente
un tiers des biens recenses sur le campus », selon Keith Shakespeare, directeur de I'exploitation de CURIE.
I'renons maintenant en consideration le fait que, dans les
deux dernieres decennies, ('augmentation du cout des periodiques a de facon constante depasse I'indice des prix a la
consommation. Etant donne la taille des collections de periodiques de la plupart des universites, cela se traduit par une
augmentation exponentielle de la valeur et, par consequent,
ducoutde* i emplacement »de ces ressources (voir tableau I).
Selon les projections d'A A Canada, la valeur assurable des ressources des bibliotheques pourrait depasser 50 % de I'ensemble
des biens assurables des universites d'ici 2020.

etc interviewees. En troisieme lieu, AA Canada a effectue des
recherches sur des cas reels de remplacement a la suite de
pertes subies par des bibliotheques dans diverses parties du
monde.
Afin de maintenir les couts £ des niveaux raisonnables pour
les universites membres, CURIE fournit des estimations des
biens assurables calculees d'apres un processus de « modelisation >• plutot qu'une evaluation des biens tangibles de chaque
etablissement. La plus recente methode d'evaluation des
ressources des bibliotheques supposait les etapes suivantes :
segmentation des ressources en monographies, periodiques
et microformes, calcul du cout moyen de chaque segment,
addition des couts de catalogage et de traitement, puis multiplication par le nombre d'ouvrages. Done, les estimations
etaient revues a la hausse pour refieter ('augmentation des
couts unitaires et l'accroissement des volumes.
Or, en realite, d'apres les reponses obtenues des responsables des universites ayant participe a l'etude, il est clair que,
dans l'eventualite de pertes, ils ne remplaceraient pas integralement les ressources de la bibliotheque, e'est-a-dire qu'ils
ne renouvelleraient pas chaque livre et chaque document
Plusieurs raisons expliquent ce facteur d'« obsolescence ».
D'abord, meme si elles ne sont pas epuis6es, de nombreuscs
monographies sont remplacees par des editions plus recentes,
ce qui reduit souvent de facon significative la valeur du livre
d'origine. C'est particulierement vrai pour les monographies
en science, en technologie et en medecine. De meme, tant les
monographies que les periodiques peuvent devenir obsolescents par suite de changements apportes aux programmes
d'etudes de l'univi'rsite. Le triage inadequat des ressources
des bibliotheques accentue ce phenomene.

Au f il des ans, les periodiques ont ete de plus en plus offerts
sous forme numerique, l'acces en ligne ayant litteralement
explos6 depuis 1997-1998. L'accessibilite de certains journaux
electroniques remonte desormais jusqu'au premier volume, ce
qui reduit Ie besoin, pour une university, de compter sur une
Si la couverture d'assurances des ressources des bibliocopie papier. Si les exemplaires papier de ces journaux sont
theques continue de s'appuyer sur le cout total de remplacement, sans egard aux strategies •< reelles » qui seraient adoptees endommag£s ou detruits, l'universite n'aurait pas besoin de
les remplacer tous, puisque bon nombre d'entre eux seraient
dans l'evenrualite d'unc perte, les primes continueront de
croitre en consequence. En confiant & AA Canada le mandat rapidement accessibles en ligne ou pourraient etre rachetcs
en version electronique. Par ailleurs, les couts de traitement
de mener 1'erude sur les bibliotheques, CURIE voulait offrir
extrinseques sont inexistants dans le cas des journaux electroaux universites diverses options pertinentes dans cecontexte.
niques (ces couts etant compris dans le service de sauvegarde
Puisque ces options pourraient influer conside-rablement sur
quotidienne foumi avec l'abonnement). Aussi, le catalogage
ileurs assurables, CURIE souhaitait egalement en quantides journaux electroniques est de 90 a 95 % moindrc que pour
fier les repercussions.
les documents imprimes traditionneU
Nous voulions connairre le facteur d'obsolesccnce assocte
• essources, explique M. Shakespeare. Quel pourcentage de
Les abonnements en ligne constituent deja de 30 a 60 % de
^sources les universites remplaceraient-elle reellement? •> tons les abonnements actuels des universites canadiennes. Et
pourtant, jusqu'a maintenant, lorsque les membres de CURIE
L'etude comportait trois phases. D'abord, AA Canada
ont fait ctat de leurs fonds de periodiques, ils n'ont pas fait la
a effectue une analyse des pratiques actuelles en matiere
distinction entre les versions imprimees et les versions electrodevaluation des bibliotheques. Dans un deuxieme temps,
niques, ce qui se represente une surevaluation des unites qui
un sondage a ete transmis a un groupe de cinq universites
devraient etre « remplacees ».
representatives afin de recueillir de ('information sur l'opinion
des responsables et sur les strategies probables en cas de perte.
A l'instar des monographies, les periodiques presentaient
Des personnes-ressources de ces etablissements ont egalement
un taux d'obsolescence beaucoup plusele\ e dans les domaines
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Tableau 1
Couts assoclas aux m o n o g r a p h i n g at aux pariodiquas
dans las bibliothaquas da I'ABR. 1986-2020
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Stturfr: ARL Statistics and Measurement Program (2002)

Tableau 2
Collections de periodiques

Plage du facteur
d'obsolescence

Science, technologie et medecine

60 a 80'

Sciences sociales et sciences humaines

35 a 60 *

Collections de monographies
Science, technologie et medecine
Sciences sociales et sciences humaines

Microforms/Other
Microformes et autres

Plage du facteur
d obsolescence
25 a 55%
20 a 55 %

Plage du facteur
d'obsolescence
0a30%

life a la science, a la technologie et a la medecine que dans les
» iences sociales et les sciences humaines. A partir des renseignements accessoires recueillis pendant les entrevues menees
auprfe des cinq universites representatives, AA Canada a
esiime une plage de valeurs des facteurs d'obsolescence pour
chaque categorie et type de ressources (voir tableau 2).
En revanche, les fonds sur microforme constituent un type
de ressources que les universites participantes convenaient
de vouloir vraisemblablement remplacer par des biens de
meme nature - dans une proportion allant de 70 a 100 %. Cela
s'explique par le caractere unique di
lurces ainsi que
par les restrictions de droit d'auteur qui limitent la possibility
d'utiliser d'autres moyens, notamment la numerisation.
Les conclusions de I'etude sont corroborees par Paralyse
qu'a faite AA Canada de deux eas concrets et bien document s de remplacement a la suite de pertes subies par les bibliotheques de l'L'ni\ersitedeSussex et de 1 Lniversitede Houston.

A la suite des Sinistra, les deux universites out dei ide, dans
differentes mesures, de remplacer leur base de connaissances
plutot que les monographies et periodiques individuels.
L'Universite de Sussex a memo accepte un reglement reduit
en echange d'une flexibilite accrue pour affecter les sommes
recues a une strategic fondee sur I'electronique.
Ces experiences de remplacement a la suite de pertesj
jumelees aux conclusions de I'etude et aux renseignements
obtenus au cours des entrevues, montrent qu'il est vraisemblableque, si une bibliothequed'un membrede CURIE subissaitdes pertes, le principal objectif consisterait a remplacer la
base doconnaissances dans les meilleursdelais. Par consequent,
CURIE sugg£re qu'a I'avenir les evaluations des bibliothequ
integrent les facteurs d'obsolescence observes et exprimes d,
I'etude sur les bibliotheques. Ces facteurs seraient regulia
ment revus afin de tenir compte des changements apportfea^
l'environnement des bibliotheques des divers etablissements.
Ainsi, on calculerait les couts de remplacement en multipliant
le cout unitaire, le cout de traitement et le cout de catalogage
par le nombre de volumes et le rfeult.it serait pondere enfonction de Vobsolescence.
« L'obsolescence globale des ressources des bibliotheques
varierait d'une university a une autre selon les fonds recensfe,
expliqueM. Shakespeare. L'etuderecommanded'appliquer des
moyennes ponderees a chaque type de ressources present dans
l'universite, ce qui serait un moyen plus equitable, efficace et
rentable de tenir compte de l'obsolescence que si I'onappliquail
simplement les facteurs d'obsolescence individ uels fournis
chaque etablissement. CURIE negocie actuellement avec
re.issureurs vises par le programme d'assurance sur les bi
afin d'obtenir leur consentement quant a l'emploi de cette
nouvelle methode de declaration et d'assurance touchant les
fonds de bibliotheques. Si Ton devait maintenir les methodes
actuelles devaluation, cela signifierait renoncer a la possibility
de reduire tant les primes d'assurances actuelles que les futures
augmentations de primes, inevitables a mesure que la \ alei.r
des collections continuera de croitrc.
« Cela ferait une difference enorme dans certains etablissements, affirme M. Shakespeare, surtout ceux oil 1'acccnt est mis
sur la science, la technologie et la medecine. Une telle mi'
pourrait avoir des repercussions considerables sur leurs pri mcs
d'assurances, maintenant et dans I'avenir. » Ujj

Depots institutionnels
Le projet relatif aux depots institutionnels est une initiative de 1'Association des bibliotheques de recherche
du Canada (ABRC) actuellement en cours. Neuf universitfe canadiennes participent a ce projet, dont le but
est de creer un grand depot de documents numerisfe
representant le savoir d'une universite. A mesure que
I'envergure du projet augmente, il se peut qu'on observe
des effets sur les facteurs d'obsolescence.
*Les resultats de I'etude sur les bibliotheques menee par
CURIE au printemps 2004 ont ete presentes a la reunion de
CURIE sur la gestion du risque dans les universites et colleges canadiens, qui s'est teiiue i Winnipeg les 2et 3 octobre
2004.
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Books on beds...

and in boxes
By Bryony Fields

w

||%

A M e had no lineups in the
bookstore this year," says
Michelle Strain, Director,
Administrative Services, Mount Allison
University. In fact, five days before the
opening of the 2004 school year, more
than 60% of residence students at the
New Brunswick institution already had
their books in hand. Thanks to the Books
on Beds program, their texts were waiting
for them when they entered their residence
room for the first time.
Two years ago, Mount Allison launched
Books on Beds to the wide acclaim of students, staff, and, eventually, CAUBO, which
accorded the university first prize in the
2004 Quality and Productivity Awards. The
program allows students to order textbooks
and course materials on the bookstore web
site during the summer or Christmas break,
prepay by credit card, and indicate the residence address where the books are to be
shipped. The books are then delivered the
day before they move in.
The idea was born in 1995 during a focus
group that brought together students, staff
and faculty to discuss ways to broaden the
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range and increase the quality of student
services. Mount Allison was planning to
implement a university-wide integrated
software package and wanted to examine
the best possible applications for the new
student information and financial system.
"When you are looking from your own
point of view all the time, sometimes you
do not see things," says Strain of the focus
group. After a member of the administrative staff suggested the initiative as a way
to take service to the ultimate level, Books
on Beds became a long-term goal.
First, the bookstore software was
upgraded, with an Internet module added
a few years later. "It took time to get all
the pieces in place," recalls Strain. "It also
took some time to get all of the people in
the ancillaries group to work together. We
knew what we wanted, but we had to make
sure that it was going to work for everybody. It was a real team-building exercise."
The ancillaries group included everyone
from housing, printing and mail to central
shipping/receiving, bookstore staff and
custodians who look after residence buildings. Then it was a question of organizing

a process to make the plan work.
To get started, the process depends
on the support of faculty to submit book
orders so that the bookstore can receive
them on time to for delivery to students.
After the texts are put up for sale online,
members of the bookstore staff handle
the first orders that trickle in. Later in the
summer, Administrative Services hires a
small 'army' of six to seven students to fill
orders by picking the books off the shelves,
running them through the cash register,
and packing them into boxes.
"We prefer to hire students because
they are very keen," says Strain. "They
love to shop for their fellow students. We
have two big afternoon work sessions in
which students turn up the CDs and really
get moving. It is like a party."
At a subsequent session, the same students jump into the mail van and deliver
the boxes to rooms in residence. "We have
to wait for the custodians to finish their
work and for the housing people to let us
know when the rooms are ready," notes
Strain, adding that Conference Services
often uses the residences right up to the

week before classes start. "It takes some
coordination."
But all the effort has yielded some very
positive results. By eliminating lineups,
the bookstore has been able to reduce its
fall cashier staff from nine to four. The
students, on the other hand, are hired
for more moderate pay. "And, because
we now share staff among several service
areas, consolidation also allowed us to cut
our cost," adds Strain. Consequently, the
university was able to pass on those savings to students by reducing the price of
textbooks.

Floyd, they created "The Wall' of boxes. "It's
fun," grins Strain. "It brings the whole area
together. The students love it and the staff
loves it because the students are happy."
There is no question that Books on
Beds has been resoundingly successful.
But, too much success can bring its own
challenges. Aside from the fact that the
bookstore receives requests from students
in other institutions who want to buy the
discounted books, the students at Mount
Allison cannot seem to get enough of the

program. The fact that only 600 boxes were
delivered or picked up by students is a
reflection of capacity rather than demand.
"We had too much of a good response,"
clarifies Strain, adding that the bookstore
now has to increase the space on its server
so it can handle more students. "We met
our goal and we would have gone higher
except for the plug in the server." The
university is currently in negotiations
with the vendor to upgrade the server for
the January term. Ifo

Even for those books which still bear a
high price tag, the sticker shock has been
reduced now that students can go online
and browse the selection before having to
pay. And, enabling purchases through the
web site has even resulted in an increase
in materials beyond the course requirements. Explains Strain, "If parents are
helping with textbook purchases online,
they order all the study guides because
they want their children to do well. We
noticed that right away."
Allowing students to pre-purchase
their books also alleviates the frenzied pace
of the first few weeks of class, shifting the
focus to academics rather than shopping.
The program also evens out administrative
processes by creating a smoother cash flow.
Because the student workers run the purchases through the credit cards just prior
to packing the boxes, the cash deposits
go into the bank two weeks earlier than
they would have when students made
their purchases at the bookstore. Thus,
the bookstore avoids not only a spike in
sales, but also a spike in payables. "That
means that the university has the money
in the bank to pay for the book invoices,"
Strain explains.
In order to maximize all these benefits,
she continues to work with her colleagues
to fine tune Books on Beds, through
changes both large and small. For instance,
when the service first started, the workers
would place the books on the bed. But a
pile of heavy university texts can leave
quite a dent on a mattress. Now the box is
placed on the student's desk. But the name
has stuck, and so has the enthusiasm of all
those involved.
Shortly after launching Books on Beds,
the university added a Books in Boxes of
prepaid pickup orders for students living
off campus. To differentiate the service,
staff decided they would put pink packing
slips into those boxes. Then, in deference
to the popular album by rock band Pink

(L-R) Eric Wheaton, Central Shipping/Receiving Clerk, Support Services; Laura Greene, High Speed
Printing Technician, Support Services; Jennifer Cormier, Student Mail Clerk, Support Services;
Amanda O'Blenis, Clerk, Bookstore; Kim Robinson, Textbook Buyer/Manager, Bookstore; Michelle
Strain, Director, Administrative Services; and Ian Allen, Campus Mail Co-ordinator, Support Services.
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Is co-generation part of the

ener
A

m

s electricity prices escalate and the
grid's reliability shows signs of
wavering, universities around the
country are expressing a growing interest
in alternative ways of meeting their energy
needs. Although any Canadian university
can potentially benefit from a new energy
management approach, interest is keenest in provinces where the government
is moving towards deregulation of the
electricity industry, namely Ontario and
Alberta. Already, several universities in
these provinces are reducing their amount
of purchased electricity by supplying a
portion of their electrical load directly
from their physical plants.
These universities are using a technology called co-generation: the simultaneous
production of electricity and useful heat
from a single fuel source. In most cases,
that fuel is natural gas, fired through a gas
turbine that produces electricity as well as
thermal output, captured by a heat recovery system.
Herein resides the conundrum. Lately,
electricity has not been the only energy
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By Kirsten Hailey

source to rise in price. Natural gas prices
have been increasing dramatically as well.
In order for co-generation to be a cost-effective energy management option, the price
differential between natural gas and electricity needs to be within a certain margin.
This difference between the market price of
electricity and cost of production is called
the 'spark spread.'
Despite the rise in gas prices, the spark
spread has managed to remain positive.
"The purchase price of natural gas has
been good enough for us to generate our
own electricity at a cheaper rate than we
can buy it," says Mike Graham, Assistant
Vice-President (Facilities Services) at York
University, which has two co-generation
units of approximately 5 Megawatt (MW)
each in size. "The significant escalation of
electricity has been a determining factor.
We are saving $1.4 million a year on
generation of electricity rather than if we
bought it out on the open market."
At the University of Windsor, Director
of Physical Plant, Dennis Hastings agrees
that, with the deregulation of electricity,

focused
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the tolerance for rising gas prices is higher,
even though the cost is greater for both
commodities. "When the price of gas goes
down and the price of electricity goes up,
the savings become very lucrative," he
notes. With its small 3.8 MW turbine,
Windsor has experienced annual savings
ranging from a high of $1.5 million to a low
of $300,000, when gas prices crept up.

Turbo control panel.

Internal view ofgearcase, compressor and engine.

"The most feasible installation is one
where the distribution system makes it
possible to distribute the recovered heat
energy, and where the thermal demand is
available year-round."
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Like many university business officers,
Hastings believes that, due to geopolitical
volatility, natural gas prices are artificially
high and that they could likely return to
more manageable levels in the future. On
the other hand, rates for electricity are
almost certain to continue rising.
When Ontario's electricity markets
were opened to wholesale and retail access
in May 2002, prices rose immediately. By
December, the government had decided
to implement a price cap of 4.3 cents
per kilowatt-hour (kWh) for residential
customers as well as those in the 'MUSH'
category of municipalities, universities,
schools and hospitals. Then on April 1,
2004, a new pricing plan replaced the cap.
Under the new plan, the first 750 kWh of
electricity are priced at 4.7 cents per kWh.
Each kWh above 750 kWh per month is
priced at 5.5 cents. Customers who opt out
of this plan and decide to pay the wholesale price for electricity are eligible for a
complicated rebate under the Business
Protection Plan Rebate. Although this is
the latest electricity pricing plan, it will
certainly not be the last.
At Carleton University, Darryl Boyce,
the Director, Department of Physical Plant,
points out that the combined efficiency of
co-generation can be much higher than
the separate production of electricity and
thermal energy to produce steam to heat
and cool facilities. The physical plant has
undertaken a feasibility study to confirm
the project viability and economics for a
co-generation unit on campus. "With the
price of oil and gas running away on us,
co-generation is difficult to justify unless
you have a specific project where you can
use the heat 100% of the time and most
efficiently," explains Boyce. "There are
projects that can be worthwhile, but you
have to evaluate various options to come
up with the right project."
Many factors determine whether a cogeneration project is a viable option for a
particular institution. Cost efficiencies are
realized, not only by the ability to generate electricity at a below-market price,
but by the ability to recover the thermal
output. "We run our plant at close to 85%

'<&&&&&&K~±^=^

"Each individual university will have to
look at how its facilities are set up as well
as the age of the present equipment and
then use these factors to justify whether
any kind of co-generation makes sense."
efficiency," says York's Graham, explaining that the figure represents the amount
of energy captured during co-generation.
"We generate steam from the co-generation
plant to provide 53,000 pounds of steam
per hour to heat the campus."
In summer, the waste heat generated
supplies the steam needs for domestic hot
water, some terminal reheat, and steam to
run York's absorption chiller, so that all
energy is utilized with the co-generator at
full electrical production. Graham adds
that, on average, 62% of the electricity for
the main campus is also generated by the
co-generation units. As in most universities with a co-generation unit, a portion
of the electricity continues to come from
the grid.

Luis Rodrigues is General Manager of
Energy Services for Honeywell, a group
that offers energy management solutions
for itsclients. "Maximizing the equipment's
uptime and utilizing all of the power produced, as well as recovering all of the available heat energy, results in the most energy
efficient installation," states Rodrigues.
He stresses that the use of the electricity and the thermal output must be coincidental. "The most feasible installation is
one where the distribution system makes
it possible to distribute the recovered heat
energy, and where the thermal demand is
available year-round. One example would
be using the recovered heat energy for
heating in winter or to drive an absorption
chiller for cooling in the summer."

Co-generation arrives at York University.
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"In order to derive the full benefits of
reliability offered by co-generation, an
institution needs to negotiate an 'islanding'
agreement with the utility that provides
the rest of its electricity."
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"Each individual university will have
to look at how its facilities are set up as well
as the age of the present equipment and
then use these factors to justify whether
any kind of co-generation makes sense,"
adds Boyce. For instance, if a university
needed to increase the capacity of its steam
plant, the institution could leverage its
investment by opting for a co-generation
unit rather than a boiler.
Continues Boyce: "To justify a co-generation project, you would not only look
at the economics of the co-generation
plant, but package to include some of the
deferred replacement of existing Central
Heating Plant components in combination
with the turbine. This would allow you to
address the deferred maintenance replacement of old equipment, while at the same
time provide improved cost justification
and payback for the project."
At the University of Calgary (U of C),
the Vice-President of Administration, Mike
McAdam agrees. The university recently
conducted a complete re-examination of
its distribution system. After 38 years,
the useful life of piping is beginning to
expire. "There is a potential for change
when you do a major step-up to revise
and reconfigure the way you run your
energy-generating plant and your distribution systems," says Mike McAdam. "Do we
include a natural gas turbine? How do we
do it better now and for the next 38 years?
This is a catalytic opportunity"
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At Carleton, Boyce points out that
the way a campus' electrical service
infrastructure is configured can also be
a determining factor. Some on-campus
distribution systems are not conducive
in terms of connections to the utility and,
if a co-generation unit were installed, the
university would have to sell virtually all
the electrical energy to the utility and then
buy it back. "If you have a campus that
has your own distribution system, then it
is much easier," says Boyce.

Recently, the U of C entered into a
partnership with the Calgary Health
Region (CHR) to explore the potential for
a shared co-generation project that would
serve both the university's west campus
and the Foothills Hospital facilities across
the street. Although, in the end, the CHR
decided to pursue a different direction,
the university still hopes to explore this
option at a future date. Electricity pricing
in Alberta is anticipated to continue climbing as a result of a deregulation process
that started in 1995 when the province
passed the Alberta Electric Utilities Act.

As McAdam points out, energy costsavings are not the only advantages of
co-generation. A recent presentation at
York University listed some of the environmental benefits of co-generation as
well. Besides being able to use more of the
energy consumed during fuel combustion,
the burning of gas rather than other fuels
used for heating can play an important
role in reducing ground level ozone. At the
same time, absorption chilling equipment
fits well with co-generation units, providing chilled water for air conditioning and
industrial processes without the use of
chlorofluorocarbons.
York has experienced other benefits
from its co-generation system. For instance,
generating a substantial amount of steam
via the thermal heat from the co-generation
units means less wear and tear on other
equipment. "Our recycle time on replacement of steam boilers and absorption chillers is lengthened," says Graham.
He adds that co-generation is the
ultimate stand-by power. During a
grid-related power failure or black-out,
an institution with co-generation capabilities could hypothetically continue to
operate from the electricity it generates.
"If you have animal care facilities and
other critical areas in research, you do not
want fridges to go down," notes Graham.
Nevertheless, Ontario's Hydro One did
ask York to shut its systems down for a
certain period of time during the black-out
of August 2003.
In order to derive the full benefits of
reliability offered by co-generation, an
institution needs to negotiate an 'islanding' agreement with the utility that provides the rest of its electricity. Five years
ago, the University of Windsor added the
capabilities and protocols necessary for
islanding its co-generation unit in the
event of a blackout. "When you have a
power outage, the turbine keeps running,
but it is no longer connected to the grid,"
explains Hastings. "That allows us to bring
on the most critical buildings and areas at
any given time by loading them up to what
the turbine is producing. In the middle of
winter, we might have to rotate what we
put on."
During the 2003 blackou t, the University
of Windsor was able to generate enough
electricity to run a residence housing 900
people attending the Canadian Baseball
Championships. The co-generation unit
also provided enough steam to keep one
of the two chillers going, thus protecting
critical research. "It enabled us to survive

"The economic
feasibility of cogeneration depends
largely on selecting
the right option
for an institution's
particular energy
situation."
what could have been a disaster and was
at other institutions," says Hastings.
Fortunately, natural gas pressure
remained adequate during the same
period. As the turbine requires a certain
constant pressure, had that level dipped
too low, Windsor would have had to shut
the turbine down. Although a co-generation unit can be an invaluable safeguard
when electrical power is interrupted, it is
vulnerable to stoppages in gas supply, a
situation more prevalent as universities
increasingly adopt less expensive 'inter-

ruptible' contracts to counteract rising
natural gas prices. Some institutions have
dual fuel turbines that can also run on oil.
However, the high cost of oil can make this
an expensive stop-gap measure.
In the current pricing situation, some
universities are tempted to try to time
when it makes sense to run their co-generation unit and when to turn it off. But
modulated use has its own risks. "These
turbines are not meant to be turned on and
off," says Hastings. "Doing so adds wear
and tear to the equipment."
It already requires a significant investment to maintain such a sophisticated
piece of hardware. Without this expertise
in-house, most universities opt for maintenance contracts that can run as high as a
$600,000 a year. That is the price that York
pays for its maintenance contract. Windsor devotes a $200,000 annual budgetary
line item to turbine operation and maintenance, the unused balance rolling over to
help meet unexpected failures and cyclical
refurbishing,
A co-generation system also adds
another level of complication to the power
plant, sometimes requiring an increase in
the number of staff or in the skill set of
existing personnel. Co-generation could
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"Although co-generation could be saving
money for your university today, it could
also be setting you up for a future shock
if a change in the situation forces you to
switch from co-generation entirely onto the
open market."
also be a problem on a campus which has
space issues. "The infrastructure required
can make the whole project cost-prohibitive," adds Michael Martin, National Engineering Manager for Honeywell's Energy
Services group.
But the main obstacle in terms of cost
is often the co-generation unit itself. "This
is a multi-million dollar investment with a
minimum 10 year - and more likely a 2030-year amortization period so you have
to make sure you are on the right side
of the equation," says McAdam. Alberta

The Next

provides financial incentives through
local energy suppliers, but the sums are
not large enough to 'make or break' a decision on co-generation.
Similarly, the federal government's
Canadian Industry Program for Energy
Conservation (CIPEC) offers only very
small subsidies (less than $100,000). Hydro
One is considering arranging natural gas
rebates for institutions and industries
generating their own electricity, but the
details have yet to be worked out. Even
when Ontario Hydro was offering more
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significant financial incentives in the 1990s,
some universities, such as York, chose to
forego the assistance because of restrictive
conditions tied to the funding. Others,
such as the University of Windsor, found
the start-up subsidies useful.
Co-generation involves a significant
capital investment no matter what kind
of system a university chooses to adopt.
Nevertheless, the economic feasibility of
co-generation depends largely on selecting the right option for an institution's
particular energy situation.
There are many kinds of co-generation
systems including steam turbines, gas turbines reciprocating engines, and combined
cycle gas turbines that boost the pressure
of the steam emitted by the gas turbine
to reprocess into even more electricity.
"In Canada, we have everything from a
60 KW system at the Alberta Institute of
Technology to a 10 MW system at York,"
says Martin of Honeywell.
Regardless of the kind of system a
university adopts, several rules apply
to making an appropriate match. "First,
identify your base load for electricity and
thermal output," says Martin. "You need to
have a really good handle on your requirements and to ensure that both loads are
coincidental. Then, find a good partner to
help you make a decision on what is the
best mix of equipment."
Honeywell recommends that, in order
to develop a productive partnership, universities consider utilizing a 'request for
qualifications' (RFQ) process rather than a
'request for proposals' (RFP). According to
Rodrigues, "These projects require a substantial investment so that the installation
partner can develop a comprehensive
understanding of the university's existing infrastructure, thermal and electrical
loads and requirements, installation and
procurement standards and practices, and
future development plans."
Caution should also be an important
part of the approach, as both the natural
gas and electricity markets continue to
suffer from high volatility and uncertainty.
"Although co-generation could be saving
money for your university today, it could
also be setting you up for a future shock
if a change in the situation forces you to
switch from co-generation entirely onto the
open market," warns Graham. "The energy
market has become the stock-market. It is
a horse race between the cost of electricity
and the cost of natural gas. But, as long as
electricity is outpacing gas, then co-generation will be economical to operate." Mf<
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