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Budget Restructuring X 
Answers to Frequently Asked Questions 

 
 
Policy Issues 
 
1. Why do budget restructuring at all? 
In Budget Restructuring VII and VIII, we listed and discussed four characteristics of our 
current system, summarized below, that we feel are substantial barriers to achieving the 
University’s academic goals: 
 

• Current budget practices are not sufficiently supportive of the University’s 
instructional mission. 

 
• Current budget practices are not sufficiently supportive of the University’s 

research mission. 
 
• Current budget practices do not provide sufficient incentives to either reduce costs 

or generate additional revenue needed to address the University’s academic 
priorities. 

 
• Current budget practices do not provide sufficient accountability for the costs of 

individual unit decisions that affect the entire University community. 
 
In the last 24 months, several developments have underscored the weaknesses in the 
University’s current budget system.  These include: 
 

• The July 16, 1998 Final Report of the University Research Commission 
concluded, “OSU’s budgeting approach provides very limited reward for 
operating units to pursue incremental revenue…” and “…OSU’s current budget 
system is problematic from the perspective of research and graduate studies in a 
number of ways.” 

 
• On September 29, 1998 the Ohio Board of Regents released recommendations 

committed to moving away from enrollment driven funding for graduate students 
to more performance driven funding.  These recommendations were incorporated 
into the FY 2000 - FY 2001 biennial budget. 

 
• The November 16, 1998 report of the Distance Education Pricing and Policy Task 

Force concluded that the current budget system serves as a barrier to distance 
learning activities.  Budget restructuring, which provides financial incentives for 
instructional innovations, could provide substantial support for the University’s 
distance learning program. 
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• The November 27, 1998 report of the Senate Ad Hoc Oversight Committee on 
Budget Restructuring concluded, “Our current budget system lacks the rationality, 
the discipline, and the incentive structure that a budgeting system must have if its 
goals and values are to be effectively advanced as we move into the next 
century.” 

 
All of these points suggest that the University must adapt its resource allocation process 
to changing internal and external needs in a way that is compatible with our goals and 
values or face slow but steady financial and academic obsolescence.  
 
2. How will we know if budget restructuring is successful? 
The fundamental criterion for measuring the success of any budget system should be the 
degree to which it assists the University in accomplishing its academic goals.  We will 
work with the colleges, vice presidents and the governance structure to develop a specific 
set of measurable one and five-year goals and strategic indicators that are consistent with 
the Academic Plan and can serve as a reference point for documenting and evaluating the 
impact of changes in the budget system.  A list of measurable resource allocation-related 
improvements relative to current budget practice would include the following: 
 

• Academic units should have more discretionary resources and the pace of 
program innovations should increase. 

 
• Cost savings should be more readily identified and implemented where 

appropriate. 
 
• Course close outs should be reduced and students should benefit from efforts to 

maintain and improve the quality of instruction. 
 
• The volume and quality of funded research should increase. 
 
• The amount and quality of public service should improve through more effective 

partnerships, and other outreach and engagement programs. 
 

• The process for determining central budget allocations should work more quickly.  
It should be clearer who has been assigned accountability.  Decisions should be 
more readily understood. 

 
3. What is the role of the Budget Advisory Committee? 
The Budget Advisory Committee’s principal role is to advise the Provost on policy 
matters as implementation moves forward.  These policy matters will include important 
details about implementation and process, as well as more strategic issues.  The 
Committee will not advise the Provost regarding allocations to specific colleges or 
support units.  Such allocations will remain the prerogative of the Provost through the 
budget process. 
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The Budget Advisory Committee is chaired by the Senior Vice Provost and staffed by the 
Senior Vice President for Business and Finance.  The Committee includes, by virtue of 
their position, the three executive deans (or their designees), the chair of the University 
Staff Advisory Committee, the senior student trustee, the chairs of Faculty Council, 
Senate Steering Committee, and Senate Fiscal Committee (or their designees), and three 
senior faculty who will serve three-year staggered terms.  This year the three senior 
faculty members represent the Council on Academic Affairs, the University Research 
Committee, and the Oversight Committee on Budget Restructuring. 
 
The role of the Budget Advisory Committee is to monitor the implementation and impact 
of the new budget process including: 
 

• Re-basing 
• Definition of qualitative concepts 
• Retention of new revenues 
• Budgets for interdisciplinary centers 
• Academic oversight 
• Interdisciplinary research and teaching 
• Honors 
• Data 
• Valuing the hard to measure 
• Performance challenge 
• Study Abroad and Foreign Exchange Programs 
• Funding of graduate students 
• Allocation of the costs of space, student services and sponsored research 
• Implementation Plan 

 
The Budget Advisory Committee began meeting on a regular basis this fall. 
 
4. How will Budget Restructuring relate to the Academic Plan? 
The Academic Plan refines and sharpens the academic goals of the University.  The 
Academic Plan calls for a significant increase in additional resources to support fourteen 
priority goals.  In order to acquire these additional resources, we must align resource 
allocation decisions of the University as a whole with those of its constituent parts, 
including colleges and departments. 
 
Budget restructuring will also assist the University’s effort to implement the Academic 
Plan by identifying the challenges ahead, weighing different options for dealing with the 
challenges, understanding the implications of various courses of action, and rewarding 
success -- and do so in a way that improves the alignment of the University’s resource 
allocation decisions with our goals by tying increased resources to measurable progress in 
advancing University goals.  Budget restructuring is also designed to give colleges and 
departments greater flexibility in managing their own costs and revenues and provides a 
mechanism for clearly identifying the allocation of central investment costs to the extent 
central investment is required and desirable to achieve the specific Academic Plan goals. 



 

 4 11/30/00 

 
5. How will quality be protected and enhanced? 
The primary responsibility for promoting the quality of academic programs will continue 
to rest with the deans, chairs, and faculty of the academic units.  However, the oversight 
and support role of the Office of Academic Affairs and of the governance structure will 
need to be enhanced. 
 
One of the concerns frequently expressed about a more enrollment sensitive system is 
that it would also create incentives to enhance revenues at the expense of quality of 
programs.  In particular, departments might be tempted to duplicate programs in other 
units.  While these are legitimate concerns, we do not feel they are insurmountable ones. 
We feel our students will support quality programs if given sufficient information and if 
appropriate quality reviews are built into the system.  High revenue programs are not 
preordained to be low quality programs, and we should not expect our students to migrate 
to low quality programs at every opportunity.  In fact, as we recruit better-prepared 
students, they are increasingly likely to demand high quality programs. 
 
In order to make sure that quality continues to be supported, the Office of Academic 
Affairs will adopt a system that includes monitoring of quality as part of the annual 
planning and review process.  This would include monitoring of class size, nature of 
instruction, student and faculty complaints, grade distribution, course duplication, courses 
offered outside the discipline, time to graduation, number of majors taking courses 
outside the college, and student credentials The Council on Academic Affairs will advise 
the Provost regarding other mechanisms for assuring quality in course offerings. 
 
 
Re-basing Decisions 
 
6. What are the desired outcomes of re-basing? 
Re-basing is part of the larger University effort to increase total available resources and 
to align the allocation of the University’s general funds to further the goals of the 
Academic Plan.  Re-basing is limited to the reallocation of existing general fund 
resources among the colleges.  The additional general fund revenues anticipated in the 
Academic Plan are not allocated in the re-basing process.  The endowment dollars, and 
the grants and contracts dollars the colleges generate also are not reallocated in re-basing. 
The desired outcome of re-basing the college FY 2002 budgets is to establish general 
fund budget levels that reflect the University’s academic priorities, the appropriate level 
of support the University needs to provide to core programs, and the ability of a college 
to generate revenues. 
 
7. When will decisions as to colleges' initial base budgets be 
announced?  
The Office of Academic Affairs shared current estimates of the sources and uses of base 
budgets with the colleges in October.  The Provost will discuss and set base budget 
targets with each college by early in winter quarter. 
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8. How often will base budgets be re-determined? 
Once base budgets are established, they will be revised every five years.  
 
9. How long will it take to fully implement re-basing decisions? 
The initial implementation phase is expected to take five years, and then be re-evaluated 
at that time. 
 
10. What are the details on cost allocation for space, student services, 
and support of sponsored research in the college base budgets? 

• Space. Academic units on the Main Campus are assigned approximately five 
million square feet of space.  In the base budget calculation the colleges are 
allocated the portion of the cost directly related to the amount of space used 
(utilities, maintenance, and custodial).  The portion of the subsidy the University 
earns as a result of the Plant, Operations, and Maintenance (POM) expenditures 
was also allocated to each college based on the space assigned to each college. 

 
The allocation of space costs going forward becomes more controversial because 
colleges will be charged for new space and will receive a credit for returned space 
in the future.  The database documenting existing space and to whom it belongs 
will be closely examined in the budget restructuring space pilot being conducted 
with the help of the College of Veterinary Medicine over the next year. 
 
Additionally, a team to review the physical plant charges, established by Bill 
Shkurti and chaired by Lee Walker, will report back in January with 
recommendations on how space should be charged to earning units commencing 
in FY 2002 consistent with the overall framework of budget restructuring. 

 
• Student Services. This category includes services provided by the Office of 

Student Affairs, Enrollment Services (Financial Aid Administration, Admissions, 
and the Registrar’s Office), University College, the Graduate School, and student 
financial aid funded by the General Fund.  We proposed that services provided by 
Student Affairs be offset against the General Fee, which is the current practice, 
and that most of these other services be billed directly based on the credit hours 
generated by a college.  However, the central costs of Arts and Sciences advising 
and University College advising are allocated on the percentage of undergraduate 
degrees by college since the goal of the advising activity is to move the student 
towards successful completion of an undergraduate program.  University College 
advising costs are offset by the number of fall new first quarter freshmen because 
the students directly admitted to programs do not participate in University College 
advising. 

 
• Support of Sponsored Research. One of the fundamental tenets of budget 

restructuring is that both the income and the costs of sponsored research will be 
attributed to the college of origin.  Two implementation issues remain to be 
discussed with the Budget Advisory Committee and others over the year. 
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1. How should indirect costs and revenues be attributed to centers that do not 

reside in a college? 
 
2. How should indirect cost revenues for costs not generated at the college level 

be allocated? About 14.7% of the University's 47% indirect cost recovery rate 
is attributed to central administrative costs including libraries.  The issue at 
hand is whether 100% of the indirect cost recoveries should be passed on 
directly to the colleges, then the central costs billed back; or whether the 
central portion is deducted first and then the residual distributed. 

 
The Provost has asked the Vice President for Research for his recommendations by early 
winter quarter for discussion with the Budget Advisory Committee. 
 
11. How will the cash and annual rate from Selective Investment be 
treated in the college base budgets? 
A number of colleges noted that Academic Enrichment and Selective Investment awards 
raised the college PBA but not their “revenue” under the definitions of budget 
restructuring.  In other words, these investments were characterized as an expense 
without offsetting revenue.  In the revised base budget calculation, awards of annual rate 
to academic units through the Academic Enrichment and Selective Investment initiatives 
are treated as both an expense and a resource to the college.  This eliminates the 
unintended negative impact of Academic Enrichment or Selective Investment transfers on 
the college's ratio of revenues to expense. 
 
12. Will central support unit budgets be re-based? 
The Budget Advisory Committee will review central costs as well as central investments 
over the next eighteen months and make recommendations to the Provost and Senior 
Vice President for Business and Finance regarding the quality and cost effectiveness of 
support units.  The level of the flat tax may change in response to findings and decisions 
regarding support unit budgets. 
 
 
Data Concerns 
 
13. How will timely and accurate data be assured? 
The successful installation in July 2000 of the new human resources and financial system 
gives the University the technical capability to deliver data in a timely manner.  The next 
step is to deliver to the colleges the Brio reporting tool and train the fiscal officers to use 
Brio to retrieve and sort the human resources and financial data. This will require a 
coordinated effort between the colleges and support units that enter data and the central 
units that distribute it. 
 
Over the next twelve months, we will take several steps to assist with this coordination. 
These steps include: 
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• Enhanced training for users of major administrative systems. 

 
• Efforts by the Office of Strategic Analysis to develop and verify both University-

wide and college-specific performance indicators. 
 

• A major combined effort involving Academic Affairs, Business and Finance, the 
Office of Information Technology, and Human Resources with Senior Fiscal 
Officers to review the entire human resources process to include improvement in 
the accuracy of the data as it is put into the system. 

 
• A significant effort by Academic Affairs, Business and Finance, and the Chief 

Information Officer's Office to address data warehousing and archiving issues. 
 

• A series of pilot projects with five colleges that focus on specific data issues.  The 
Budget Advisory Committee and other groups will be given periodic updates 
during the year. 

 
The goal of all of these initiatives is to assure that, to the greatest degree possible, timely, 
accurate, and useful data is available when the next phase of Budget Restructuring 
commences on July 1, 2001. 
 
14. What about quality activities that are hard to measure? 
The Offices of Academic Affairs and Resource Planning and Institutional Analysis will 
continue to work with individual colleges to define and measure indicators of quality that 
are of particular significance to individual colleges.  Examples include measuring the 
impact of scholarship in areas such as the Arts where sponsored research dollars or 
citations are not good measures, and the impact of outreach and engagement activity in 
an area like P-12 education.  Colleges will be asked to report on college indicators in the 
spring when deans submit to the Provost their annual college statements. 
 
 
Allocating Future Revenue 
 
15. How quickly will increased enrollments be reflected in increased 
revenues? 
Currently, the proposal for sharing future fee revenue with the colleges is based on a two-
year average of credit hours delivered and the proposal for sharing subsidy is based on a 
three-year average of credit hours delivered by the college.  The averaging of credit hours 
delivered is designed to buffer the impact of increases and of decreases in revenues 
earned.  The buffering is intended to allow a college more time to absorb revenue 
decreases and will phase revenue increases in over time.  However, the Budget Advisory 
Committee will review the current proposal to determine if revenue sharing going 
forward could be simplified by using a college’s two-year average of credit hours 
delivered in both the calculation for sharing fee revenues and the calculation for sharing 
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subsidy revenues without significantly diminishing the predictability of the college's 
revenues. 
 
16. How will course poaching be prevented? 
The Council on Academic Affairs has discussed its role with respect to academic 
oversight, including course poaching, under budget restructuring.  This fall the Council 
on Academic Affairs will devise a process for establishing a committee of faculty 
members to serve in an advisory role to the Council on Academic Affairs in matters 
relating to curricular quality.  Given the current workload for the Council on Academic 
Affairs, most of the members of this new committee will not be current Council on 
Academic Affairs members.  The committee will annually review information for each 
academic program; data packages will include course descriptions, enrollments, grade 
point averages, and manner of instruction.  The Committee will then provide a report to 
the Council on Academic Affairs and the Provost in which any concerns about academic 
quality will be addressed.  If there are cases of perceived course poaching, the Council on 
Academic Affairs is to resolve the dispute.  
 
17. Will revenues be allocated to support programs such as the 
following? 

• Centers, institutes and other interdisciplinary work. Some central funding will 
be necessary to meet the goals of the Academic Plan.  The Office of Research will 
review earlier reports on interdisciplinary centers and activities and will make 
recommendations by early in winter quarter. 

 
• Honors Programs. The Associate Provost for Honors and Scholars Programming 

has identified several possible ways of handling honors courses in a new budget 
model and will convene a small working group of faculty this fall with the goal of 
having an analysis completed and final recommendations by the end of winter 
quarter. 

 
• Study Abroad and Foreign Exchange. Study Abroad revenues come to the 

University and are disbursed in three ways: 
1. Tuition and program fees are used to pay for the program abroad. 
2. Application fees are held by the Office of International Education. 
3. All Study Abroad and Foreign Exchange education is subsidy eligible. 

 
Tuition and program fees, and application fees will continue to be collected and 
distributed as they are currently.  In the new budget model, subsidy generated from both 
study abroad and foreign exchange should be allocated to the colleges offering the credit 
and the Office of International Education in a way that reflects the expenses incurred in 
generating the subsidy.  A working group has been convened with the goal of providing 
recommendations early in winter quarter. 
 

• Distance Education development (prior to fees and subsidy being generated). 
The Dean's Learning Technology Committee has recommended the continued 
existence of an Innovation Fund to provide development funds for distance 
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education programs and courses.  The committee proposes payback to the 
Innovation Fund be split fifty-fifty between the recipient and the central 
administration.  The interim policies for development of programs and sharing of 
revenues will remain in place until the new budget system is operational at which 
point they will be adjusted appropriately. 

 
• New program development (prior to fees and subsidy being generated). A 

process is being set up, with the undergraduate minor program in Business as the 
pilot, to loan colleges funds to establish new academic programs that have been 
approved by the Council on Academic Affairs.  The pilot will be evaluated by the 
Budget Advisory Committee at the end of the current academic year. 

 
18. How will the 5% of marginal revenues retained by the Provost be 
allocated? 
The Office of Academic Affairs will target these funds to strategic investments consistent 
with the Academic Plan. 
 
19. How will Performance Funding be allocated? 
The Office of Research will continue to allocate Research Challenge funds and through 
these allocations will support initiatives outlined in the Academic Plan. 
 
The Office of Academic Affairs will convene a working group of deans and faculty 
members to discuss mechanisms for allocating a portion of the Success Challenge funds 
directly back to the colleges.  The Success Challenge funds that are retained centrally will 
be allocated in support of student-related initiatives in the Academic Plan. 
Recommendations are expected during winter quarter. 
 
20. What is the transition mechanism from revenue enhancement to 
budget restructuring? 
Our goal is to continue sharing differential fee revenue in a manner allowing a college to 
retain a higher portion of its instructional fee while ensuring the college continues to 
contribute its fair share to finance central university commitments.  The following 
principles support this goal: 
 

• A participating college will share 75% of net gains or losses of instructional fee 
revenue produced by changes in enrollment and fee increases.  This is in 
accordance with current budget restructuring principles, which also provide for 
the direct allocation of certain costs to the colleges that are currently financed 
centrally.  However, if these costs (such as student services and physical plant) 
are not directly allocated to the colleges, the college share will be lower to make 
sure these costs are covered. 

 
• A college will not contribute more of the new differential fee revenue to central 

commitments than it would have under revenue enhancement. 
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• Under budget restructuring, increased or decreased subsidy revenue will be 
earned by the college using the same calculation that will be applied to all 
programs.  The formula currently used for revenue enhancement will no longer be 
applicable. 

 
We anticipate no changes in the process by which colleges request changes in differential 
fees from year-to-year.  The proposals will continue to be submitted to Resource 
Planning and Institutional Analysis.  We will then review the requests and present the 
final proposed instructional fees to the Board of Trustees for its consideration. 
 
21. What is the transition mechanism from the current closed course 
funding model to budget restructuring? 
During fall quarter, the Office of Academic Affairs will review the history of closed 
course funding and determine how to incorporate the findings in the base budget 
decisions.  During the initial years in the new budget system, the Office of Academic 
Affairs will maintain an enrollment reserve to assist colleges with short-term responses to 
enrollment changes. 
 
22. Given the fixed subsidy the University receives for Ph.D. programs, 
and that the amount of the Ph.D. subsidy is not earned on a per 
student/credit hour basis, how will the Ph.D. subsidy revenue be 
allocated among colleges? 
Last spring the Office of Academic Affairs received an initial report on this issue from 
the Dean of the Graduate School.  This fall and winter the Enrollment Management 
Committee and the Budget Advisory Committee will study the issue further.  The 
challenge is to develop a predictable way of distributing the revenue so as to preserve and 
enhance the quality of our existing doctoral programs while allowing for growth in new 
and emerging fields. 
 
23. Since the indirect rate is an average, will the allocation of indirect 
funds recognize higher cost areas (e.g., Health Sciences)? 
The indirect cost recovery rate for the University's Main Campus is based on a 
University-wide average. Under the current budget-restructuring scenario, cost 
allocations to colleges in support of research, such as space, Research Foundation 
support, library use, etc., are based on University-wide averages.  The goal is to keep the 
process as simple and transparent as possible.  As long as costs are allocated in this way, 
it would not make much sense to allocate recoveries differently. 
 
This issue will continue to be evaluated as budget restructuring unfolds.  If it turns out 
that there is a clear advantage to be gained by a separate rate for the Health Sciences, a 
subsequent adjustment can be made to both revenue and cost allocation. 
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Cost Decisions and Allocations Going Forward 
 
24. How will compensation be managed in this environment? 
We addressed this in detail in the November 15, 1999 memo on University Goals in 
Resource Allocation. Current practices regarding the roles of existing advisory 
committees (Faculty Compensation & Benefits Committee, Senate Fiscal Committee, and 
University Staff Advisory Committee), the salary appeals process, responsibility for 
managing collective bargaining, Human Resources responsibility for training in 
compensation management, and college responsibility for funding benefit costs will be 
continued. 
 
The principal change from current practice would be the increased flexibility for deans 
and vice presidents to use unit funds for salary increases or bonuses, at first within a 
narrow range, and then increased over time with experience.  The University has been 
moving in this direction for several years.  Progress has been limited because of the 
absence of a mechanism to assure that other mission goals, such as teaching and research 
support, are not put at risk. 
 
Units now have the flexibility to vary from the University guidelines by ± 0.5%. Our 
review of the outcomes of the FY 2000 budget process reveals that the deans used this 
discretion wisely in advancing the goals of their units.  We believe the next step is to 
provide greater discretion on a phased-in basis. 
 
Practices of this nature are more consistent with those of our benchmark institutions and 
will provide units with a more direct link between performance and reward.  Obviously, 
the Provost would still establish general guidelines and ensure equity across the 
University.  Variations would have to be approved by the Office of Academic Affairs by 
both justifying the redirection of resources for this purpose and by assuring sustainability. 
 
25. What will happen if a college’s resources are insufficient to cover 
even minimum guidelines? 
Under budget restructuring, the Provost will issue a minimum and a maximum pay raise 
guideline.  What this guideline should be and how it should be implemented will be 
discussed with the Budget Advisory Committee and other stakeholders.  The average of 
pay raises across the College should equal at least the minimum pay raise guideline.  
Should a college run a deficit as a result of meeting this requirement, the college will be 
required to develop a deficit reduction plan, just as would be required under current 
practice.  
 
26. How much flexibility will colleges have to determine fee waivers 
and stipends? 
This issue is still under review.  During the next year we expect to make a great deal of 
progress in understanding the complexities of managing fee authorizations from the 
Human Resources Process Improvement Project and the pilot project with the College of 
Education.  Therefore, we expect to have a more definitive answer in the spring with the 
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hope of expanding the flexibility of colleges to manage fee authorizations allocated to 
their budgets. 
 
27. How will decisions be made regarding the contracting out of 
services such as housekeeping? 
The University currently contracts out a number of services including all major 
construction and renovation projects, architectural design, specialized services and 
approximately 50% of housekeeping services.  This will not change under budget 
restructuring. 
 
What will change with budget restructuring is a heightened interest in costs and quality of 
services (such as housekeeping, for example) that are managed centrally but the costs of 
which are allocated to colleges and departments. 
 
The Budget Advisory Committee has been charged with reviewing this issue in the 
context of effective management of both the quality and cost of support services. 
 
28. How will ongoing activities and priorities of support units be 
monitored and assured? 
The Provost and the Senior Vice President for Business and Finance currently review 
support units’ budgets and priorities as part of the annual budget process.  Our 
recommendations are then forwarded to the President for his approval. 
 
As part of the budget restructuring process, the Budget Advisory Committee will be 
asked to assist in developing a mechanism to involve the deans and colleges more 
directly in these annual reviews and to work with the support units to develop measures 
of quality in the provision of support services. 
 
29. How will cash received and spent at the central level be reviewed? 
Currently, all cash received centrally is tracked and allocated centrally as part of the 
annual budget process.  The Provost and the Senior Vice President for Business and 
Finance make recommendations jointly to the President for his approval. 
 
This is not anticipated to change dramatically under budget restructuring except to 
develop a mechanism to insure greater campus-wide consultations in these decisions. 


