REVISTA CONTABILIDADE, GESTAO E GOVEHNHN&E

E-ISSN 1984-3925 JOURNAL OF ACCOUNTING, MANAGEMENT AND GOVERNA

Responsible Editor: Rodrigo de Souza Gongalves
Andrea de Oliveira Gongalves
OPEN ACCESS Associate Editor: Rodrigo de Souza Gongalves
Evaluation Process: Double Blind Review by SEER/O0JS

Are the State Public Universities of Sdo Paulo Suffering a Financial Crisis
or a Governance Crisis?

ABSTRACT

Objective: To analyze, based on the requirements of good public
governance, the resilience of three public universities in the State
of Sdo Paulo (USP, Unesp, and Unicamp) in the face of future - : N
financial crises. University of Campinas, State of Séo P;t;/;,/
Method: Utilizing basic principles of autonomy linked to the tatvars@unicamp.br
budget to address the role of General Comptroller’s Offices (GCOs)

and Internal Control Systems (ICSs) as decision-making support

bodies in a governance model that uses risk analysis as strategic

information.

Originality/Relevance: This is the first time that a comparative

analysis of pos-facto measures, based on the requirements of the

good public governance has been presented for these three

universities, and it concludes that these universities are at different

stages of changes in governance.

Results: It shows that the financial crisis experienced by these three

universities has occurred due to the combination of a financial crisis

in this country and an unsustainable increase in university spending

without proper risk analysis. Based on the information available on

open web portals, we have found that USP has effectively

implemented a GCO and ICS as one of their pos-facto measures,

but in general, internal corporate-political criteria still predominate

in decision making regarding increased spending.

Theoretical/Methodological Contributions: It demonstrates the

relevance of GCOs and ICSs in the governance of public

universities with autonomy and budgetary restrictions.

Social/Management Contributions: The main contribution is that Ao St B 13 3033

it demonstrates the importance of more effective interactions with  geiceq; Onbar 16, 2023

external stakeholders in institutional decisions, in contrast to the  Accepted: November 06, 2023

current model of decision-making which is guided mainly by  Published: February 15, 2024

internal corporate/political criteria.
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1 INTRODUCTION

Sé&o Paulo public universities (UPP) (Universidade de Sdo Paulo - USP, Universidade
Estadual Paulista “Julio de Mesquita Filho” — Unesp and Universidade Estadual de Campinas
— Unicamp) form a singular subgroup of Brazilian public universities. They are state autarchies
of a special and unique nature which have autonomy and budgetary restrictions as established
by State Decree 29,598 of February 2, 1989. This decree fixed the budgetary composition of
each university with a pre-defined percentage of the Merchandise and Service Circulation Tax
(ICMS) which represents the State Treasury (RTE) Funds. Beginning in 1995, this percentage
became 9.57%, excluding housing expenses; USP 5.0295%, Unesp 2.3477%, and Unicamp
2.1958%.

Beginning in 2011, these three universities went through a financial crisis due to a
combination of two factors: a Brazilian economic crisis that began in 2008 and worsened in
2016, and internal decisions regarding the unsustainable increase in spending on items such as
the payroll, which reached over 100% of the RTE Funds. Between 1989 and 2011, the
universities modulated their budgetary commitments with payrolls that were roughly 80% at
USP (Sassaki, 2017), 85% at Unicamp (Atvars, 2020), and 80-85% at Unesp (Buccelli et al.,
2020), a tacitly prudent limit.

The payroll expenses of these universities include payments to active, inactive, and
pensioned public servants, and decisions about restructuring the careers of active civil servants
affect the payroll for inactive public servants due to the constitutional principle of parity. In this
manner, decisions affecting payroll must be preceded by impact and risk studies, including
actuarial studies to accompany the evolution of short-, medium-, and long-term expenses.

Understanding what has occurred and analyzing the decisions taken is fundamental for
the new governance, which seeks to prevent future crises. To accomplish this, this work seeks

to analyze aspects of governance in these universities based on the requirements of public
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governance to answer two questions: 1. What has been missing from governance to avoid an
escalation of this crisis? 2. Will surviving this crisis make these universities more resilient? In
this sense, this work analyzes the inter-relationships among autonomy, budgetary restrictions,
governance, and the roles of GCOs and ICSs in the analysis of resilience in future crises based
on the governance requirements suggested by Brazilian governmental bodies (Paludo &
Oliveira, 2021, p. 58-61). The originality of this work is its use of the theoretical references as
a way to categorize the utilized measures, emphasizing the importance of internal control

bodies.

2 THEORETICAL REFERENCES
2.1 University Autonomy and Public Governance

The governance of Brazilian public universities distinguishes itself from other
governmental bodies due to the singularity of the principle of autonomy, which determines a
different role for managing these institutions. In these institutions, autonomy, which is
rhetorically complete, is subordinate to constitutional precepts: an impersonal, public, and free
nature, morality, transparency, equality, freedom, and the pluralism of ideas, which includes
scientific-didactic, administrative, and managerial autonomy, and the indivisible nature of
teaching, research, and extension activities. For these reasons, public universities are complex
organizations, with broad activities which dialogue with various types of internal and external
stakeholders (Belliger & Krieger, 2018).

In general, they have a governance model characterized as organized anarchy (Cohen,
et al. Apud em: Balbachevski & Kohatamaki, 2019, p. 237), achieving legitimacy through: the
respect for the autonomy of the professors in their teaching activities; a decentralized
organizational structure of faculties and centers, with a high degree of independence in relation

to the central administration; freedom in the creation of internal norms and regulations
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concerning interna corporis subjects; and, in many cases, by the administrative
decentralization in business areas that are often excessively independent and bureaucratic. All
of this apparent freedom is being progressively and isomorphically encircled by external control
mechanisms (Huisman & Stensaker, 2022; Taylor & Somers, 2021), which in Brazil involves
evaluation parameters, indices, and indicators ranging from accreditation to accountability
which do not always qualify the national higher education system (TCU, 2018). Moreover,
these evaluations are segmented by activities in contrast to the principle of indivisibility of
teaching, research, and extension activities (Atvars et al., 2022).

The Federal Court of Accounts (TCU) has developed managerial (TCU, 2021) and risk
(TCU, 2018) evaluation models for governmental bodies, which have improved the governance
of federal education institutions (Roratto et al., 2019). This model can be replicated in other
Brazilian public higher education institutions. Unlike the TCU, the S&o Paulo State Court of
Accounts (TCE-SP) proposes an evaluation of the management of state government by activity
type (education, health, planning, fiscal management and public safety) (TCE-SP, 2018, p. 2),
based on “governmental data and information gathered from questionnaires filled out by state
governmental bodies” (TCE-SP, 2018, p. 1). It has defined an effectiveness index for state
management — IEG-E/TCE-SP to: ... accompany the performance of state management over
time, revealing the differentiated incidence of its deficiencies in various administrative regions
of the state”, measuring the quality of state spending and its managers’ policies and public
activities (TCE-SP, 2018, p. 2). The use of these indices by these three universities is not viable
because they are not individualized per governmental body. Moreover, -efficiency,
effectiveness, budgetary and financial sustainability, and quality management indicators are not
included in the accounts presented by these universities to the TCE-SP.

Belliger & Krieger (2018, p. 122) point out that the governance of public administration

is a complex process, marked by the increasing importance of collaborative models with the
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participation of multiple stakeholders, involving pro-active strategies of inclusion,
representativeness, impartiality, transparency, legality, and a network governance design
guided by empowerment. According to these authors, this means that the governance regime
needs to be explicit about the rules for decision making in networks, the norms of behavior, the
conflict resolution systems, the accountability mechanisms, and the form of transparency, as
well as incorporating the voice of the public.

Recognizing this complexity, Bovens et al. (2008) recommend that public governance
should be guided by quality requirements and accountability, not only in terms of accounting,
with public authorities presenting their accounts showing how the authorities realize their
mandates and spend public resources. Governing powers need to be checked routinely if we do
not want to wake up in an authoritarian regime. The accountability defined by these authors
deals with the relationship between actors and the forums where they have to explain and justify
their conduct. These forums can question and judge them and, these actors will have to face the
consequences, and this is widely seen as a tool for citizens to force those who wield public
power to tell the truth (Bovens, 2006 apud Bovens et al. 2008, p. 227).

These forms of accountability require new governance mechanisms and processes
involving institutionalized negotiation and articulation processes with all of the stakeholders,
including external ones, in prioritizing public investments (Belliger & Krieger, 2018, p. 132-
133). This formulation is relevant to this work, because many decisions taken by university
managers that deepened the financial crisis were neither ratified institutionally, nor discussed
with internal and external stakeholders (Sassaki, 2017). The absence of external dialogue was
demonstrated by the opening of a Congressional Inquiry Commission in 2019 together with the
Legislative Assembly of the State of S&o Paulo to: “investigate irregularities in the management
of the state’s public universities, especially in terms of the utilization of public funds received

from other sources” (ALESP, 2019). The rectors in office in 2019 responded to the state
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representatives for the actions practiced by their respective predecessors which were
responsible for aggravating the financial imbalance of all three S&o Paulo public universities.
The inquiry process required an enormous amount of effort from these universities to deliver
the documents and information demanded by the members of the commission, generated
countless reports, without making changes in the management or culture of these universities,
because all of the measures involved in the crisis preceded the beginning of the inquiry. It’s
interesting to point out that there are studies that demonstrate the inefficiency of analyses
realized by unspecialized controlling bodies (Bovens, 2006), which explains why this
legislative process did not result in more efficient universities.

In order to improve their weaknesses, it appears that these UPP need to better reconcile
the four dimensions involved in governance: the exercise of autonomy, the best practices of
public administration, the effective implementation of an ICS, and a more effective dialogue
with external stakeholders. For example, defining payroll spending (hiring, readjustments,
career restructuring, the creation of positions of trust, promotions), exercising autonomy,
managing payroll growth in relation to RTE Funds (using best practices), ensuring financial
sustainability, and responding to the Sdo Paulo State Court of Accounts (accountability to an
external stakeholder). These governance processes were not properly organized, the growing
commitment beginning in 2012 that surpassed 100% of RTE funds by 2016, without meeting
external demands or improvement of the institutional results, which again calls into question
the interrelationships between university autonomy, sustainability, risk monitoring, and

accountability in addressing the interests of the community.

2.2 Autonomy, Governance, and Internal Control
Balbachevski & Kohataméki (2019) analyzed experiences of autonomy in USP and the

University of Tempere in Finland, which showed that:
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“In the Finnish experience, autonomy was part of a comprehensive reform of higher

education policies, and it was designed to give these institutions sufficient flexibility to

compete in the European space. ... the increase in autonomy was conditioned on a

political environment which imposed external evaluations and management contracts.

... In a certain sense, therefore, in S&o Paulo, financial and administrative autonomy

occurred in an environment in which the government abdicated its role in formulating a

public policy for universities. These differences justified the profound changes in

governance that occurred in Finland over time, which did not occur in Sdo Paulo.

Among these differences, are the establishment of a zero-sum budgetary process, the

active dynamics of central administration connecting with units to achieve pre-

established targets and the use of information. ... In addition to the fact that the Sao

Paulo government abdicated its role is setting policy for these universities, the selection

of rectors occurs through an interna corporis candidate selection process in which “the

management contract” is the program presented by the candidate and the investment
priorities result from interna corporis policy commitments which are not related to the

university’s results” (p. 244).

Therefore, the governance model of Brazilian Higher Education Institutions (HEISs)
articulates the exercise of autonomy with the political commitments of the leadership, while in
international universities the articulation occurs through the broadening of autonomy and the
external demand for results (Huisman & Sensaker, 2022). There is a fragile relationship (if it
exists) between the administration program and institutional results in terms of academic and
managerial performance, whose responsibilities are decentralized respectively in academic
bodies and on the tactical and operational levels of administrative bodies. This is why the

determinant factor of governance and public management in these universities needs to seek a
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constructive alignment between two types of goals, the political goals expressed by internal
commitments and the institutional goals expressed to society through results.

Several examples show the need for this equilibrium. In referring to the severe
budgetary crisis at USP, Marcovitch (2017, p. 18) points out that: “The force of the facts and
the numbers characterizes a total absence of conformity in the decisions made by the rector’s
management up to that point. All of them revealed a grave lack in the function of compliance
in the sense referenced by respected scholars in the pertinent literature”. ... “In addition to the
financial damage, they accumulated a monumental deficit in terms of rationality and
transparency”. Therefore, the gravity of the crisis occurred due to a governance model that was
dissociated from the best practices of public management, and instead responding to internal
policy commitments, with an expansion in expenses which was incompatible with the country’s
economic reality and state revenues, and without a corresponding expansion of end-user
activities (benefits to society). Based on this, we can conjecture that an institution with an
appropriate ICS:

... “is better prepared to avoid deviations of conduct and the crises that they cause, even

though they cannot be totally avoided”; serving “as a form of protecting its integrity,

reducing risks ...”; acting in “the effective fulfillment of end-user processes which

justify its mission” and the “management of human and financial resources”. ... “Itis a

key piece in the corporate integrity system, whose objective is to guarantee the

articulation of the activities of auditing, compliance, internal controls, business ethics,
crisis management, risk management, corporate security and sustainability ...,

monitoring key indicators and prudent limits” (Sassaki, 2017, p. 226).

From the point of view of good public administration, leadership should ensure that
there are sufficient resources and talent to execute the institution’s strategic planning, and that

they act to benefit society and contributors, subordinating internal corporate commitments
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which are political in nature, to the fundamental principles of public administration, with a
profound reformulation of decision-making processes, internal control mechanisms, and
organizational culture (Eissmann et al., 2017; Huisman & Stensaker, 2022). In the same vein,
Latin American universities have been adopting codes of best practices (Garcia, 2010):

Several Latin American universities have also been adopting practices of good
governance, in which internal control systems act in a systematic and independent manner to
accompany management actions, providing:

... “reasonable security in terms of the objectives of efficiency and effectiveness in

operations, of reliability in financial information, compliance with laws and other

applicable regulations including those of the university. This includes control of the
government, direction, management, and evaluation of the university in accordance with
the principles of autonomy and self-regulation. This internal control contemplates
internal and external investigations, which should be conclusive and have consequences.

The statutes contemplate fiscal reviews and internal audits as control instruments (cfr.

Estatutos 110 y 143). Supervising bodies operate with independence and freedom of

criteria, with access to evidence and opinions. All of the directors, professors, and

administrative employees have an obligation to support and facilitate their work.”

(Garcia, 2010, p. 13)

There are many models of HEI governance including those of a managerial nature
(Donina & Hasanefendic, 2018); those which utilize a Board of Trustees® (Teker et al., 2013);
and those which utilize management contracts (Huisman & Stensaker, 2022). Some of them
involve director selection processes which would be disruptive for Brazilian public universities,
with search committees that subject executives to externally pre-defined objectives and require
collegiate decision-making bodies mainly composed up of external stakeholders. This last point

contrasts with Brazilian legislation, which establishes a minimum of 70% of professors in
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collegiate decision-making bodies in HEIs (Brasil, 2020). Therefore, it would be more viable if
they opted for a restructuring of decision-making mechanisms, mainly in institutions with
typical pathologies of Brazilian public organizations: “an excess of normalization, bureaucratic
complexity, and corporativism” (Vieira & Vieira, 2003).

With an emphasis on viability, a new model of Brazilian HEI governance could maintain
their compositions of collegiate decision-making bodies, amplifying and making explicit the
responsibilities and interrelationships between the three hierarchical levels of public
organization (strategy, tactics, and operations), with a system of accountability based not only
on accounting results, with an effective system of internal control that minimizes institutional
risks. In this case, the highest level of the organizational hierarchy would establish direct
relationships with society to define institutional identity, short-, medium-, and long-term
strategic objectives, and expected results and impacts (Huisman & Stensaker, 2022; Martins &
Marini, 2014). According to Balbachevski & Kerbauy (2016), it is from this interrelationship
with society that changes in governance occur: “the first of these changes is focused on the
institution’s internal adjustment mechanisms, and the second is focused on the coordination
structure that the university develops with active societal actors”. The internal adjustments are
designed to improve the quality of public administration and they address: the excessive
centralization of decision making; a lack of flexibility in work processes; a low level of
professionalism in the exercise of intermediate activities; a lack of preparation on the part of
leadership in the exercise of public administration; politically defined organizational structures;
and an explicit commitment to results-oriented leadership.

Therefore, university autonomy would be legitimized by: commitments to
administrative and academic results on all three levels of organizational hierarchy; a robust

system of accountability which does not only consider accounting; and an appropriate internal
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control system which impedes decisions without a consistent evaluation of risks. Are these three

universities prepared for this form of governance?

3 METHODOLOGY

To search for answers to the formulated questions, as well as explanations for the
financial crisis experienced by these three universities, and to understand the limitations of the
different solutions implemented in each of them, the concept of autonomy in Brazilian public
universities was revisited as well as the singular amplitude of the autonomy of these S&o Paulo
public universities, the only ones that possess autonomy as well as budgetary restrictions. This
conceptual review of autonomy, governance, management models, and ICSs includes
foundations and case studies. This was accomplished by searching bibliographic references in
Portuguese and English, using the keywords: autonomy, governance, internal control, and
accountability. The databases used were Google Scholar and SciELO, and seminal conceptual
references were selected based on their abstracts and case studies beginning in 2017. In this
manner, the presented text includes a bibliographic review to provide conceptual and theoretical
support for the main focus of this work: a comparative analysis of the internal control systems
of these three S&o Paulo public universities that has made it possible to evaluate the potential
resilience of these institutions in the face of future crises. This search revealed that that there

are few comparative studies regarding the management of these universities.

In the same manner, to provide support for this work, the concepts of public governance
and in particular the governance of Brazilian public universities were also revisited, a subject
that has been addressed in a more systematic fashion for Brazilian federal public universities,
based on orientation from the Federal Court of Accounts (TCU, 2021). One of the requisites of

good public governance is the existence of internal control systems, so that governance and
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internal control are processes that are inherently correlated, and in public universities they are

interrelated with administrative autonomy and management.

Using this conceptual support, the organizational structures of these internal control
systems were identified, as well as their attributions, and whether there were documents on the
system’s effectiveness, based on an examination of their organograms and institutional
deliberations. Searches were conducted in the web portals of each university. Therefore, in
addition to the bibliographic research, exploratory research was utilized with a mainly
qualitative approach, searching primary sources of information available in the open web
portals of these three institutions; documents, resolutions, and deliberations; the structures,
organograms, and attributions of these bodies; macro-control processes; and management
reports.

The path or conception of this work began with the conceptualization and identifying
the operationality of the ICS in each university and its influence of budget management as well
as the actions that led to the crisis. To evaluate the resilience and answer whether these
universities are prepared for a new form of governance, the actions implemented to overcome
the crisis were grouped in accordance with the requisites of best public practices (Paludo &
Oliveira, 2021), which was designed to identify gaps in their services. In addition, the idea that
the crisis was a consequence of a mismatch between revenues and payroll expenses was
considered and therefore financial reports were verified to determine whether the implemented
actions are helping to control the expansion of payroll expenses, that is, are they helping them

resist the political processes which have controlled the managers’ actions in the past.
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4. RESULTS

4.1 Analysis of the University Structures

The organograms of the three S&o Paulo universities are very similar and feature
deliberative collegiate bodies (a University Board and commissions and/or camaras for
undergraduate and graduate academic subjects, as well as research, extension, and cultural
issues). The main academic end-user processes occur in faculties, institutes, and their collegiate
bodies are responsible for many decisions. Each university is governed by a Statute?, a General
Regulation® and there are norms regulating internal activities and defining various
competencies. There are collegiate bodies that decide internal norms and institutional policies.
These collegiate bodies should evaluate the evolution of institutional results if the university
leadership prepares reports. However, the minutes of these bodies demonstrate that the
university leaders do not present reports to their respective boards.

The main leaders on a strategic level are the rector, vice-rector, pro-rectors, and directors
of faculties, academic institutes or other bodies that perform end-user activities. These are the
leaders who should establish an academic and administrative dialogue between the university
and various external stakeholders. Therefore, one of the problems of the governance of these
universities is the low level of outside representation, and unlike in many other countries, these
universities do not establish a strong interaction with these stakeholders. In cases where
academic leaders act as managers there is the additional responsibility to “offer the best
predictable environment for realizing the institution’s end-user activities” (Marcovitch, 2017,
p. 19), however there is no information about organizational climate studies.

The second level of organizational hierarchy is tactical and includes all of the executive
bodies, which should strongly interact with the strategic level in the establishing for the
implementation of policies, projects, actions, and processes, thus contributing to the

institution’s development. This is the case, for example, of academic departments, major and
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program coordinators and the bodies that act in intermediate activities. Tactics act on the
managerial level and require proactive behavior from the upper bureaucracy and middle-level
managers, with the intention of always dialoguing between the internal community and the
central bodies. The way leaders interact with their followers is what makes institutional
transformations and results viable or difficult (Balbachevski, 2017, p. 84; Huisman &
Stensaker, 2022).

Results and impacts always need to be monitored: “the use of an ICS as support for
university management, based on a system of efficient information and evaluations, is capable
of safeguarding public patrimony and resources through the detection of fraud, embezzlement,
and managerial evaluations in terms of meeting targets and budgets, in terms of economy,
efficiency, and effectiveness” (Queiroz et al., 2012). Therefore, the ICS, in addition to being a
legal obligation, is an important strategic tool that ensures that decisions are executed with a
high degree of precision and safety and also provides evaluations and the monitoring of risks,
guaranteeing transparency, accountability, and responsibility; making communication viable
between internal and external stakeholders; relating identified dysfunctions; favoring the
preservation of public patrimony and resources as well as detecting fraud and embezzlement;
mapping and accompanying end-user and support processes; and permitting the evaluation of
management in terms of meeting targets and operating within the budget. It should be linked to
the organization’s leadership and at the same time have complete independence (Costa & Silva,
2023; TCU apud em Paludo & Oliveira, 2021, p. 21). Good examples of them already exist in
federal public universities (Melo & Leitdo, 2021; Queiroz et al., 2012).

Therefore, the requisites for good public governance are proactive behavior on the part
of leadership; clear and executable norms and procedures; an organizational structure modeled
by results; trans-organizational alignment between the academic and administrative spheres;

the availability of resources and talent; efficient communication; and an effective ICS (Paludo
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& Oliveira, 2021, p. 38). The available information shows that these three universities have a
hierarchical organizational structure that permits the existence of an ICS, however as far as we
know, only USP has effectively implemented an ICS linked to its General Comptroller’s Office

and this occurred only in 2015.

4.2 Analysis of Internal Control Systems in these Universities

USP has realized a broad pos facto diagnosis of the crisis (Sassaki, 2017), and in 2015
it implemented an ICS which is integrated with the General Comptroller’s Office*. The General
Comptroller’s Office is a body linked to the University Board with functional independence
(Resolutions 7105/2015 and 7107/2015) and, with attributions of accompanying and informing
the University Board about accounting, finance, budgetary, operational and patrimonial
management, offering suggestions to the administration and financial-economic sustainability
analyses®; evaluating the Budgetary Guidelines and reviewing the Multiyear (four year) Plan;
and it also serves as the interface with external control systems®. This system is similar, for
example, to the one implemented at UFRGS (Federal University of Rio Grande do Sul)’.

In 2017, USP institutionalized sustainability parameters (Resolution 7344, altered by
Resolution 7783/2019) fixing a payroll ceiling of 85% of RTE Funds, a parameter which has
been maintained implicitly since 1989 (Sassaki, 2017, p. 135). The General Comptroller of USP
has been presenting annual reports to the University Board since 2019 which analyze the
budgetary proposals elaborated by the budget and planning bodies, respecting the fundamental
principle of segregating functions, and the body that elaborates the budget proposal does not
issue a report about it. It comments on annual reports presented to the Sdo Paulo Court of
Accounts as well as corrective measures taken by the administration.

Unesp is perfecting an ICS® and internal ombudsman, comptroller, correction, and

auditing activities® as a result of the crisis. These changes are spelled out in strategic objective
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n.6 of PDI-2022/2026: “Strengthening the management of risks, internal controls, public
governance, and compliance at Unesp”'%!L, There is sequential planning for its implementation,
in accordance with the recommendations of the Sdo Paulo Court of Accounts for Unesp’s ICS:
to establish the form in which proposed recommendations are submitted to the Rector; to
present reports on its activities; to demonstrate how improvements in management and
organizational performance will be accompanied; and explain how the achieving of institutional
objectives will be reported*?.

Unicamp’s General Comptroller’s Office and ICS were created by a Deliberation of the
University Board (CONSU-A-008/2019 of 3/26//2019, altered by CONSU-A-005/2021), with
the General Comptroller’s Office being linked to the University Board and an ICS subordinate
to the General Comptroller, who has the responsibilities of: “annually presenting a workplan to
the University Board and presenting a report about the information the ICS has collected, as
well as the orientations and proposals put forward during the fiscal year”. Unlike USP, at the
present time, the Unicamp General Comptroller has not sent the University Board financial
reports and risk analyses about the university’s financial situation; nor the reports to be sent to
the Sdo Paulo Court of Accounts with information about the university or an analysis of
recommended adjustments; as well as the workplans of the ICS. Sustainability parameters have
not been institutionalized. The information available on Unicamp’s web portals is scarce, and
there is no guide to the institution’s internal control policy.

Unlike USP and Unesp, the organizational structure of the control bodies of Unicamp
is fragmented: the Ombudsman is linked to the Rector’s cabinet; the Citizen Information
Service is under the control of the General Comptroller; the Attorney General’s Office is the
body that responds to the Sdo Paulo Court of Accounts; and only one internal control directory
under the control of the General Directory of Administration was found, which also responds

to the Sdo Paulo Court of Accounts (Resolution GR 17/2003). The information management

Revista Contabilidade, Gestao e Governanga. Brasilia, V.26 N.3, p. 485-513, Sep-Dec. 2023
500



| REVISTA CONTABILIDADE, GESTAO E GIWEIIII\I n|
JOURNAL OF ACCOUNTING, MANAGEMENT AND GOVERNANCE |
- e Atvars (2023)

report DGA/2017-2021% specifies that it “secks to ensure compliance with the University’s
legislation, resolutions, and normative instructions, searching for possible irregularities and
promoting preventive measures and corrective actions.” However, there is no detail of how the
Directory of General Administration interacts with other administrative bodies which are not
subordinate to it. No information on internal controls in other bodies of the administration was
located. In addition, this structure presents incongruencies in its segregation of functions
between the General Comptroller’s Office and bodies that should make up the ICS, which is
one of the essential requisites of good public management (Paludo & Oliveira, 2021, p. 21).
Paradoxically, the General Comptroller is subordinate to the University Board, but is a member
of commissions whose work he or she should be auditing. For example, the General
Comptroller is a member of the Economic Planning and Monitoring Commission (CPLAE),
presided over by the Pro-Rector of University Development (PRDU) who prepares the proposed
budget and accompanies its execution. The General Comptroller is also a member of the ICS
presided over by the General University Coordination (CGU), and therefore is part of the
system that should be subordinated to him or her. Therefore, from the point of view of the
attributions of the organizational hierarchy, this structure appears to be dysfunctional and does
not segregate functions properly.

The findings in terms of institutional subjects related to governance and the actions of
the ICS in these three universities were correlated with requisites for good public governance
determined by Federal Decree 9,303/2017 (Paludo & Oliveira, 2021, pp. 48-49, pp. 58-61)
(Table 1). This systematization permits a qualitative and preliminary evaluation of the resilience
of these universities in the face of future financial crises. To accomplish this, the actions were
categorized as: common, those existing in all three universities, specific, that only exist in one
or two of them; and limited or not implemented, which were only partially implemented or not

implemented at all. This analysis shows that there have been advances in governance, some due
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existence of an evaluation process of their governance and management in the terms envisaged
by the Federal Court of Accounts (2021), which beginning in 2018 became mandatory in the
annual presentation of accounts in federal universities. This does not occur in these universities,
and the actions they do take in terms of good public governance when they perform them are

based on the instructions of their leadership.

Table 1

Correlation between the Requisites for Good Governance and the Actions Implemented in the

three Sao Paulo Public Universities

Requisites*

Examples of actions correlated with the requisites

To govern and manage for the
common good: Guided by the
public interest, legality, the
common good, fighting corruption,
providing transparency and access
to decisions, opening channels for
the presentation of proposals by
stakeholders.

Actions in common: The universities follow legal norms and are
audited by the Sdo Paulo Court of Accounts. The minutes of
decision-making bodies are available on open web portals. There
are regulations that guide the investigation of deviations of
conduct, with administrative union processes, and removal from
office if found guilty.

Non-implemented actions: There is no institutional channel for
receiving proposals from external stakeholders.

To designate leaders: Establishing
objective criteria for the selection
and designation of leaders,
including managers; hiring through
public and transparent processes;
evaluating performance including
that of leaders and directors;
rewarding good leaders and
removing bad ones.

Actions in common: Hiring occurs through public exams and the
public disclosure of the results. They follow a probational period
of 3 years as established by law. There are regimented evaluation
norms, commissions, and promotions for public servants. Elected
functions follow regimented norms and protocols. The positions
are defined by law, but the filling of them is the exclusive
responsibility of each public university. The Board of Rectors of
S8o Paulo State Universities (CRUESP) defines the elected
positions and their salaries.

Non-implemented/limited actions: There is no information
available about the creation of functions and the fixing of salaries.
There is no evaluation of current leaders in managerial functions
and no rewards for good leaders/managers. Requisites for the
occupation of positions of trust and their salaries were not located
on the web portals. In 2017, the University Board of Unicamp came
to deliberate over the creation of functions and their salaries, fixing
a table of positions and defining a self-explanatory nomenclature
for each function.

To plan the implementation of
governance: To broadly discuss
governance; training for leaders;
consider the public interest, the
common good, and the opinions of
the stakeholders in planning.

Actions in common: There are schools for the qualification of
public servants: the School of Corporate Education (Unicamp), the
School of Leadership and Management (Unesp) and the Corporate
School (USP) — Development and Training of Personnel. There is
no updated information on the web portals.
Non-implemented/limited actions: There is no formalization of
broad processes to listen to external stakeholders. Evaluations of
the impact of training processes on the efficiency of the work of
the faculty or administration were not found. No broader
discussions of governance were found.

Requisites*

Examples of actions correlated with the requisites
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To structure governance and
define training: To define the
principles and code of ethics of
governance; to structure
governance and guarantee the
sharing of power; to define and
normalize the main functions of
governance and management, with
the segregation of functions; to
monitor and evaluate results; and to
broadly publicize the governance
system.

Actions in common: These S&o Paulo Public Universities have
Statutes and Regiments that discipline their structures and
attributions. Each one has its own administrative and academic
structures. They have deliberative and decentralized collegiate
bodies.

Non-implemented/limited actions: Documents related to a code
of ethics for governance and management were not found.

To elaborate and execute
strategic planning: To elaborate
and execute strategic planning; to
prepare action plans; to publicize
the plan; to monitor and evaluate its
execution; and to publicize the
results.

Specific actions: USP and Unesp have Institutional Development
Plans (IDPs), and Unicamp has strategic planning (Planes).
UNESP and Unicamp monitor the execution of these projects and
they disburse the resources for their execution. In Unesp the IDP is
accompanied by the Vice-Rector and has indicators and targets. In
Unicamp, strategic planning is accompanied by the Institutional
Strategic Planning Commission. Unicamp’s planning for 2021-
2025 has indicators but not targets. USP’s IDP for 2012-2017 has
indicators and targets.

Non-implemented/limited actions: Consolidated documents for
institutional improvement based on the results of the institutional
evaluation were not found. The results and impacts of the projects
are not widely publicized.

To manage the plan and changes:
To define the responsibility for
executing the plan, to establish
targets for strategic objectives; to
preserve human resources,
infrastructure, and the
qualifications of the teams that will
execute the plan.

Specific actions: The three universities realize five-year
Institutional Evaluations with their own models and mechanisms
which are available on the web portals. USP and Unesp have
Permanent Evaluation Commissions. In Unicamp, institutional
evaluation is the responsibility of the Institutional Strategic
Planning Commission.

Non-implemented actions: There are no documents that correlate
Evaluation with IDPs or Planes.

To coordinate the actions of
monitoring and implementing the
plan: To ensure that there is
collaboration for the execution of
the plan, reconciling interests and
mediating conflicts; To collect
information; instituting indicators
and targets; To monitor the
execution and performance of
leadership; and to promote
adjustments.

Actions in common: Data Offices (Egida for USP/eDat for
Unicamp/ and the Data Management Office for Unesp) of the three
universities were implemented after 2017. Each university
implemented specific measures to overcome the financial crisis
which were initiated by the leadership, utilizing data generated by
planning advisors.

Non-implemented/limited actions: Beginning in 2021 the
University Board of Unicamp stopped receiving reports on Planes
and the Institutional Evaluation.’* In general, the leadership of
these three universities publishes partial or complete management
reports at the request of the rector. These reports are not used
institutionally. Despite the existence of these offices, there is still
no complete integration of data, and a culture of decision making
based on information has not been established.

To strengthen internal auditing,
establish controls, and manage
risks: To structure internal auditing
and compliance functions in every
area of the organization; to consider
reports and information; to map
end-user and support processes,
their risks, and points of control.

Specific actions: USP’s General Comptroller’s Office has
structured all the functions of internal auditing and compliance and
elaborates risk analyses for the Administration and the University
Board. There are reports available on the open web portal. The
structures obey the segregation of functions. It has implemented a
Code of Ethics and an Ethics Commission as integral parts of its
central administration (Marcovitch, 2017, p. 26-27). Information is
available on the open web portal. Unicamp has created an
Executive Directory of Human Rights, with an area devoted to the
mediation of conflicts.

Actions underway: Unesp is structuring its General Comptroller’s
Office and ICS.
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Non-implemented/limited actions: Public reports elaborated by
the General Comptrollerand ICS of Unicamp were not located, and
there are no risk analyses. There is no mapping of the processes
available to the public in any of these three universities.

To ensure transparency,
accountability, and
responsibility: To formalize and
implement practices of
transparency, accountability, and
responsibility; to stimulate a culture
of transparency and
communication.

Actions in common: All three universities have implemented
Transparency Portals!®,  Citizen Information  Services®®,
Ombudsmen Offices'’, Service Menus'® and General Comptroller
Offices. They publish annual statistics.

Specific actions: Only USP has implemented accountability and
risk analysis practices.

Non-implemented/limited actions: They have not implemented a
single web portal with all institutional information as determined
by the Access to Information Law; there are web portals with
outdated information and the modeling of the portals does not make
it possible to compare spending on expenses of the same nature.

Requisites*

Examples of actions correlated with the requisites

To evaluate, review, and
innovate: To structure evaluation
processes of the structure of
governance and management and
the institution’s results and impacts;
to review processes, practices, and
room for improvement; to stimulate
innovation in management
measuring effectiveness,
efficiency, and sustainability; and
to publish the results.

Non-implemented/limited actions; They do not evaluate the
structure of governance and management and impacts. There is ho
information about process reviews and improvements in
management. No indicators of effectiveness, efficiency, and
sustainability were found on the web portals (only USP has it).
Only USP fulfills the requisites of Article 5, § 4°, of Law n° 17,387
of July 22, 2021 (LDO/2022) and reveals the average cost per
student but does not inform how it is calculated. Unicamp
implemented a Laboratory of Innovation in Public Management
which operated between 2018 and the beginning of 2021, but no
other initiatives have been identified since.

Source: *Adapted from Paludo & Oliveira (2021, p. 48-49, p. 58-61).

5 CONCLUSIONS

In answer to the question of the integration between university governance and the
financial crisis, this work has shown that to deal with the budgetary crisis, these three
universities have implemented pos-facto measures to control spending. In the case of USP, in
addition to specific and joint measures, it has implemented structural measures, such as an
effective ICS, sustainability parameters, and annual reports with risk analysis. Unicamp has
instituted a dysfunctional system of a General Comptroller Office and ICS without the proper
segregation of functions, and there are no reports for the Rector or University Board with risk
analysis. Unesp’s General Comptroller’s Office is currently in its implementation phase.

At least USP’s General Comptroller’s Office (CG/USP) has an open portal, but there is
little information in Unesp’s web portals and practically no information in the case of Unicamp.

In these two universities, decisions that affect the budget do not seem to be accompanied by a
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deep analysis of risk outside of the bodies that prepared the proposal. None of the three
universities fulfills the provisions of the Access to Information Law integrally in the sense of
publishing detailed and updated information in a single web portal, featuring effectiveness,
efficiency, and sustainability indicators and targets. In conclusion, Table 1 shows that there are
still many gaps in terms of the requisites of public governance, and except for the advances
presented by USP, the reach of accountability strategies remains limited.

In terms of the resilience of these universities in future crises, the evidence indicates
that just USP’s General Comptroller’s Office has realized analyses since 2019 concerning
potential risks and has discussed these risks with the University Board. In this way, like the
current governance systems in general, we cannot affirm that this risk has been minimized. For
example, the evolution of payroll payments from 2012 to 2016 displayed growth in all three
universities surpassing 100% of the RTE funds. From 2017 to 2023 with the instituted
containment measures, Law 173, and a growth in revenues, there was at first a decrease in
personnel expenses which reached values of roughly 70% of RTE funds in 2021. However,
according to data for 2023 (still not updated), this spending has returned to growth which is
substantially above the growth in revenues, reaching a percentage of 87.57% of RTE Funds at
Unesp (slightly above the prudent limit of 85%); 85.83% at USP (near the 85% limit established
by the sustainability parameter); and 94.56% at Unicamp, (far surpassing its own prudent limit).
To make an example, at Unicamp this rate of growth was 16.48% between June 2022 (a
commitment of 72.54%) and September 2023 (the most recent document available for
consultation on the date that this text was submitted'®). No medium-term and long-term
analyses of scenarios and risks associated with these commitments were found, which
demonstrates that the leadership still makes decisions based on internal political/corporate
commitments. During this period there was no incremental growth in institutional results,

despite an increase in spending.
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Despite these conclusions, the reader should be reminded that this work has a limitation
in that it is based on an analysis of documents that are publicly available, and the existence of

other information cannot be excluded.
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