
1 

W. Sherrill Babb, Ph.D. 

College 1:  Founded in 1921.  Closed in 1990 
by its denomination thinking other 
denominational colleges would become 
stronger. 

 

College 2:  Founded in 1938, closed in 1994, 
due to “declining enrollment, bad financial 
decisions and deterioration of the campus.  
Declared bankruptcy, owing $25 million to 
creditors.” 

College 3:  Founded in 1950.  Closed in 1994 
because of financial difficulties.  Boasts 
2,000 alumni with 70% in full time Christian 
ministries.  Founding president served 
1950-1980; next president served 1980-
84; next president served 1984-87; next 
president served 1987-1990.  
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College 4: Founded in 1945 and closed in 
2004 due to financial problems.  In 2001 a 
Congressman secured $1.5 million for the 
college.  In 2005 another Congressman 
secured $461,000 for the college.  All of 
this was to no avail.  In 2005 the USDE 
ordered the college’s vice president to 
repay $300,000. 

College 5:  Founded in 1966 and closed in 
2015 because the “due diligence process 
did not yield a resource solution to the 
operational stress points of the college.” 

College 6:  Founded in 1965 and closed in 
2015.  Announced the University “is calling 
it quits after decades of dwindling 
enrollment and several failed efforts at 
breathing new life into the 70-year-old 
school.  Enrollment dropped by 3,000 
students between 1980-91.  Last year it 
had 265 students.  The boarded-buildings 
and perimeter fencing are a far cry from the 
school’s heyday, when it was one of the 
largest universities in the country.” 
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“To Err is Human.  
Unfortunately, College Boards 

and their Presidents are 
Human!” 

 

 

“Organizations (colleges, etc.) 
are built from the bottom up 
and fall apart from the top 
down.” 

At the core of any institution is 
its mission or purpose for 
existence.  It is the filter 
through which all of its 
programs and activities must 
flow. 
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 Confusion and lack of 
agreement on the mission by 
the institution’s Board and 
President allows the 
college/university to move in a 
direction it never intended to 
go. 

 Board and President should 
annually review and confirm the 
mission.   

 
 Annually critique the 
institution’s existing and 
planned programs and activities 
for mission alignment.  

 Mission statements can be cast 
into a more relevant and 
understandable form. 
 

 It is common to seek new 
academic programs that are 
meeting present needs of 
students, but they must be 
mission compatible. 



5 

Hugh Jones, Attorney General 
of Hawaii said, “There may be 
no board responsibility more 
important than the financial 
integrity and accountability of 
the organization.” 

 Financial Integrity and Accountability 
requires: 

 
1) Using funds efficiently 
 
2) Using funds as donors designate them 
 
3) Using funds in pursuit of the institution’s 

mission and goals. 
   

 
• Issues Related to Legal & Tax 

Responsibilities 
• Issues Related to Accounting 

• Issues Related to Cash Flow Projections 

• Issues related to Financial Analysis 

• Issues Related to Audit and Internal 
Controls 

• Issues Related to Salaries and Personnel 
• General Comments 
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Staff will: 

1.  Notify Board in 
delays in legal or 
payroll matters. 

2.  Notify Board of any 
tax problems or 
penalties. 

3.  Notify Board of any 
legal suits. 

Board will: 
1.  Work with staff to 

respond to possible 
tax & legal issues. 

2.  Formally approve any 
tax and/or legal 
settlements. 

Staff will: 

1.  Complete monthly or 
quarterly statements 

2.  Complete balance 
sheet for institution 

3.  Make statements to 
Finance Committee in 
advance of meeting 

4.  Prepare year-end 
statements, 990 
Forms, etc. 

 

 

Board will: 
 
1.  Have a functioning 

Finance Committee who 
understand financial 
information 

2. Make sure financial 
statements are 
understood. 

3. Periodically review 
accounting policies 

4. Be patient with late 
statements & other 
infrequent problems 

Staff will: 

1.  Prepare cash flow 
projections 

2.  Prepare comparison of 
actual to projected cash 
flows 

3.  Develop a plan for cash 
flow shortages if 
needed 

4.  Develop a plan for cash 
flow surpluses if 
needed 

Board will: 
1.  Pay attention to cash 

flows and approve 
plans for either 
shortages or 
surpluses if needed 
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Staff will: 
1. Prepare a written 

narrative  for the 
following: 

 
  Highlights of recent 

period(s) 
  Anticipated problems 
 Anticipated 

opportunities 
 Recent financial 

performances 
 
 

  

 

Board will: 
1.  Prepare items for ad 

hoc study 
2.  Revisit key decisions 

related to assets & 
liabilities, mortgages, 
debt & investments 

3.  Prepare vertical & 
horizontal analysis 

Staff will: 

1. Insure that audited 
statement & 
management letter are 
completed within 4 
months of fiscal year. 

2. Prepare a written 
response to audit 
statement & letter & 
develop new internal 
controls and 
procedures 

Board will: 
1. Determine if audit is 

appropriate 
2.  Interview prospective 

auditors and bids 
3. Select auditors & meet 

at least once per year 
with auditors 

4. Receive audit directly 
from auditor 

5. Review written internal 
controls & procedures 

Staff will: 

1. Develop a proposed 
budget by programs 

2. Have authority to 
make minor budget 
changes 

3.  Explain significant  
budget variances 

 

Board will: 
1. Develop parameters 

for staff to guide in 
preparing budget 
drafts 

2. Give careful attention 
to budget reports 

3. Engage in long term 
planning for funding 

4. Formally accept 
budget 
 



8 

Staff will: 

1. Prepare annual 
schedules showing 
personnel salaries for 
Finance &/or 
Personnel 
Committees 

2. Prepare annual 990s 
for appropriate 
personnel 

Board will: 
1. Establish salary ranges 

for each employee 
category 

2. Approve CEO’s salary 
3. Be aware of salaries 

that are not in salary 
ranges 

4. Approve personnel 
policies & periodically 
review employee 
benefits 

Staff will: 

1. Make a good faith 
effort to 
communicate all 
significant 
information to Board 

2. Share with Board 
requested 
information, reports 
and answers 

 

 

Board will: 
1. Make financial issues a 

priority 
2. Make only reasonable 

requests of staff 
3. Work as problems 

solvers as well as 
governors 

4. Ask “tough”  and “good” 
questions 

5. Express appreciation to 
the staff for their work 
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“The responsibility for the Board’s effective 
work, both governance and support, is 
ultimately the responsibility of the CEO.  
CEOs take on the responsibilities for the 
success or failure of the organization—
every part of it.  If the Board is 
underperforming, the CEO cannot shrug, do 
nothing, or blame the Board for poor 
performance.  It is the CEO’s responsibility 
to improve any underperforming part of the 
institution.” 

1) Resist “falling in love” with the President 
and thereby diminish critical and effective 
thinking.  Even if the institution has the 
world’s greatest president, that CEO will 
benefit from a Board that brings its 
scrutiny and thinking to the President and 
the institution. 

2) Avoid functioning with the managerial 
model for doing its business as opposed 
to following the policy making model.  
Allow the President and the staff to carry 
out the policies established by the Board. 

 

3) Remember the “one-to-one” relationship 
of Board and President.  The President 
reports to one Board and not individual 
Board members.  The Board can speak as 
a whole through its Chair to the President. 
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4) It is critical for the Board to have an 
assessment of the President.  It is also 
critical for the Board to assess itself as a 
whole and to assess each individual 
member of the Board. 

 

5)  Major problems arise when there is no 
common, agreed-upon vision by the Board.  
This results in every President or Board 
Chair who comes along to shape the 
institution according to his or her own 
vision rather than achieving consensus.  
Fights then occur over adding new 
programs or campuses, and offering distant 
education classes. 

 

7)  When the relationship between the Board 
Chair and the President is not strong, the 
following can happen:  

     >  Other board members feel the need to 
freelance. 

      >  Other board members have secret 
meetings before the full board meeting in 
order to push their agenda. 
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7)  When the Board Chair and the President 
are not properly functioning the Board as a 
whole tends to fluctuate between two 
extremes:  a passive board in which 
members don’t  feel engaged, or an 
intrusive board that crosses the line from 
developing policies to carrying out 
administrative functions. 

Drive Your Strategic Plan Accomplish the Mission 

June 6, 1944 

General Dwight D. 
Eisenhower: 

“Keep moving…the 
only ones that are 
left behind are dead 
or about to die” 

Never sidestep 
accountability!!! 

Inflatable German Tank 

 

Stop Shooting 
Rubber Dummies!!! 

• Eliminate excuses 

• Don’t play the 
blame game 

• Don’t say , “If we 
only we had…” 
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The Truth Test 
“Truth: Our Greatest 

Asset” 

 

Know How to 
Determine what is 
Truth and What are 
Lies! 

I Timothy 4: 16 Jeremiah 33:3 

 

 

“Keep a close watch 
on yourself and 
your teaching.” 

“Call unto me and I 
will answer you, 
and will tell you 
great and hidden 
things that you 
have not known.” 


