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Preface

Highly vitalized by the further reform carried out in higher education system in recent
years, institutes of higher learning in China, yet inevitably, are pushed to face up to the un-
precedented complexity thereof in its financial management. The newly implemented ac-
counting system applied to institutional organizations also complicates the accounting proce-
dures, by which on the other hand greatly enriches the accounting data we may use to make
systematic analysis of the allocation of financial resources in institutes of higher learning.
Therefore, it is of necessity and feasibility to establish certain financial evaluation indicator
system and forewarning system, which will help us to assess the university’s financial
strength, to understand the efficiency and effect of financial resources functioning, and to in-
spect the financial risks the university might take.

The current situation, however, is not quite desirable. Universities seldom evaluate
their financial efficiency in the light of bettering its resource allocation, while a few of them
risk themselves by investing projects beyond their financial capability. To make a profound
study on the problems mentioned above, we applied to the World Bank Higher Education
Loan Program for a research project entitled “Comprehensive Financial Evaluation System of
Higher Education”. It is hoped to establish such an evaluation system that will provide all-
round information of financial management the subject university practices.

Compared with manufacturing corporations, we should follow a quite different principle
to appraise the financial efficiency of institutes of higher learning. This difference owes to the
relatively complicated features borne by the products turned out in universities, which might
be research achievements, talents, or the most visible captial profits. But the ideal financial
indicator should be a comprehensive one reflecting the operation of the whole univesity. The
financial appraisal, therefore, must be a multi-target system, which, subject to the dynamic
requirements posed in university management, should employ multi-layer analytic methods.
It should be designed to produce all-round appraisal focusing upon risk analysis and perfor-
mance evaluation with an attaching assessment task of the comprehensive financial strength
of the university. The use of financial evaluation system as a breakthrough to review the ulti-
mate substantial achievments and efficiency of university operation foregrounds the limited
subjects involved in the appraisal, namely comprehensive financial strength, financial effi-
ciency and financial potentials.

Established upon the basis of reliable computation check, the financial forewarning sys-
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tem is supposed to forecast the greatest risk the university could take in its financial opera-
tion, and thus contributes to the financial macro-control by preventing the university from
any possible unstable financial standing. The quantitative model used in the comprehensive e-
valuation, by referring to the accounting data, provides the university with a ranking list sci-
entifically quantifying its overall financial situation.

Our tentative research is to build a unified, authoritative and practical financial evalua-
tion system, which can convert incomparable data into comparable ones. That is, it should,
sticking to the conformity of financial mangement, be capable of discriminating the different
features of its subjects, while with the admission of the restrictions resulted by the incompa-
rable scale, it should develop a feasibility to have financial performance or efficiency com-
pared. It is worth notifying that researches of this kind are rare at home and abroad, which
leave relatively large space for us and yet increase the difficulty in this study. At this point,
a lot of investigations should be carried out in the research process. The scientific evaluation
indicators and methods we are to establish should be able to explicate the actual financial effi-
ciency through certain processing of acounting data and other relevant financial materials,
and produce a ranking list as an objective document for the comparison and evaluation work.
But due to the difference of data caliber used by different types of schools, especially the dif-
ferent modes of financial management, it is a rather perplexing and painstaking job to have
the accounting data processed.

Moreover, the methodology employed in the comprehensive evaluation system is also an
important part in this research, especially such problems as how to use accounting data to
convert those differences in number, unit and direction to comparable ones. Based on the
above considerations, we have designed the main procedures of this study as follow:

(1)Investigate and review the evaluation theories and data available, extensively survey
the actual practice of university financial management, and carry out our own theoretical
study on financial evaluation.

(2)Organize a seminar on the evaluation indicator system to design a scientific and feasi-
ble set of indicators, which neither omit any tiny aspect involved nor overlap with each oth-
er. The indicators each, being independent, should have their emphases, yet maintain an in-
teractive relation in between.

(3)Set up the evaluation indicator system in university operation. Experts are invited to
advise the establishment by using the financial and acounting statistics, and importance
should be attached to testify its completeness, scientificalness and feasibility.

(4)Establish and perfect the database used in the evaluation system and make further
research and development of the evaluation software.

(5) Experiment on the evaluation system in forty-four institutes of higher learning,
which are under the direction of the Ministry of Education. The trial is based upon account-
ing data(1999-2000)provided by these institutes.
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(6)Further perfection of the evaluation system and its popularization(e.g. among insti-
tutes of higher learning in Hubei Province and those under the direction of the Working Com-
mittee of Science and Technology) .

After the accomplishment of the empirical survey, we carry out theoretical study on fi-
nancial management of institutes of higher learning. Addressing the basic situation of higher
education in China, this book focuses on providing an all-round analysis of the macro-back-
ground, and the basic problems have to be solved to improve the university financial manage-
ment. It explores the financial strength, efficiency and risks that universities have, in the
hope to produce a comprehensive evaluation of the university financial management. It is
very interesting yet challenging to do such kind of research in non-profit organizations. We
hope that our efforts will prepare a ground for further researches on the same topic, and sug-

gestions and criticism are heartily welcome for further improvement of our work.
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