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Budget Advisory Committee 

Funding of Support Units 
February 11, 2002 

 
 

TOPIC:   

Funding of Central Services Provided by Support Units 

 

CONTEXT:   

 

The final recommendations for University goals in resource allocation called for a 

funding mechanism in terms of a “flat tax” or “central tax” to be charged against 

all General Funds revenues to colleges in order to cover the costs of central 

services such as libraries and public safety and to meet other University-wide 

needs. 

 

In the FY 2000 base budget analysis, costs to be recovered from these support 

services totaled $99 million, which represented approximately 16% of General 

Fund revenues distributed to the colleges (tuition and fees, state share of 

instruction and indirect cost recoveries). 

 

Other specialized assessments covered student services, research administration, 

and physical plant costs. 

 

GENERAL PRINCIPLES: 

 

One of the core principles of budget restructuring is that costs should be explicitly 

linked to the generating college or vice presidential area.  The November 15, 1999 

document from Ed Ray and Bill Shkurti on “University Goals in Resource 

Allocation” includes the following:  

“Costs should also be explicitly linked to the generating college or vice 

presidential area - we concur with the recommendations of the Cost allocation 
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Advisory Committee that cost allocations ought to fit into a broader context of 

University goals instead of an elaborate pricing scheme for its own sake.  Costs 

should be allocated to the extent that they are under the control of the generating 

units and that their allocation promotes quality and cost effective support 

services.” 

 

Other critical principles include: 

 

• The allocation of resources should be mission driven - this means the 

resources allocated to support units and central initiatives should be based on 

the University’s mission, rather than on historical funding patterns. 

• Decentralized decision making works best - this applies to support units as 

well as colleges. 

• Timely and user friendly information is necessary to evaluate University 

support services. 

• Revenues should be explicitly linked to generating units - the ability of 

support units to generate revenues needs to be taken into account in 

establishing base budgets, but revenue generation is not their primary mission. 

• A portion of all revenues should be dedicated to the support of University-

wide goals - it has been proposed that 5% of the central tax be reserved for 

this purpose. 

• Predictability and stability are also important characteristics - this is as 

important to provision of support services. 

• Appropriate oversight and accountability - support units need to be held 

accountable to the colleges and to the University for the cost and effectiveness 

of the services they provide. 

• A carefully thought out transition is essential - this includes rebasing, phasing 

in changes and using pilots where appropriate. 

 

ISSUES: 
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1. What should be included in the central tax going forward? 

 

DISCUSSION:  The base budget scenario included the following items in the 

central tax: 

 

• Support Services - this represents the present budget allocation of all the 

academic support units except those that are part of the physical plant, 

research administration, or student services allocations. 

• Central Distribution - these are distributions by OAA for University-wide 

goals such as Selective Investment and Academic Enrichment. 

• Central Resources - this includes money generated as a result of the activities 

of the support units including earnings overhead and investment income.  

These are credited against the amounts listed above so that the amount of the 

central tax or assessment is reduced accordingly. 

• Centrally budgeted commitments to academic units - since the Provost has 

approved assessing expenses such as space and fee authorizations directly to 

the colleges, they are not included in the central tax. 

 

RECOMMENDATION:  Cover marginal changes in the above items in the 

central tax going forward but incorporate the changes approved as part of the 

space and research recommendations. 

 

2. What about rebasing of support units? 

 

DISCUSSION:  Budget restructuring involves a rebasing of both colleges and 

academic support units.  The budget rebasing review of colleges was completed 

and described in the Provost’s February 15, 2001 memo.  It rebased a net of 

between $5 million and $9 million or between 1 and 2% of college budgets.  This 

review included reconciliation between financial position and academic goals. 
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Even though the characteristics of finances for support units are not identical to 

those of the colleges, the same process needs to be completed for support units.  

The questions are by whom, over what period of time and by what criteria? 

 

The criteria used to review colleges included national rankings of academic 

reputation compared with a sources and uses statement based on expenses 

compared to generated revenue.  However, no such comparable measures exist for 

academic support units.  Budget rebasing decisions for colleges were ultimately 

made by the Provost to whom all 18 colleges report.  But, the support units 

include a large number of units that report to the Provost and a large number that 

do not. 

 

Consequently, although the goal of the review and rebasing of support units 

should hold the support units accountable in the same way as academic units, it is 

critical to the success of budget restructuring that the methodology be adapted to 

the unique circumstances involved. 

 

RECOMMENDATION:  Adopt the proposed three-step process described by the 

committee of executive deans, chaired by Glen Hoffsis, that includes a self-study 

in a uniform format, an external review by a consultant or consultants where 

appropriate, and finally, an internal review by the executive deans with assistance 

from others.  An integral part of the review process should be getting input from 

those who use the services.  Hopefully, this will provide the combination of 

performance incentive, quality service and accountability needed. 

 

3. What is the process for requesting and reviewing  annual funding requests 

for support units and central initiatives going forward? 

 

DISCUSSION:  Under budget restructuring, guidelines for salary and equipment 

increases will not exist as they do today.   
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RECOMMENDATION:  In order to provide support units with some element of 

stability and yet be fair to the colleges who are generating most of the income, the 

following two step process is proposed. 

 

In the Spring, all support units will be given a preliminary budget target that will 

consist of the current year’s approved PrBA, plus an adjustment up or down based 

on the average inflationary increase projected for all the academic units.  For 

example, if tuition, after adjustments for financial aid, is scheduled to increase an 

average of 4% and state share of instruction is expected to increase 2%, and both 

account for 50% of all revenues, the inflationary increase is 3%.  This inflationary 

increase would then be used to as a preliminary planning number for 

compensation and any other budget changes. 

 

Units would continue to submit budget requests early in the year as they currently 

do.  Changes up or down from this preliminary target would be recommended 

jointly by the Provost and the Senior Vice President for Business and Finance to 

the President as they are now. 

 

What would be different is an added review of support unit requests by either the 

Budget Advisory Committee or the Executive Deans.  This group would be 

advisory to the Provost, but would be expected to be actively consulted in any 

budget decisions for both support unit budgets and central commitments. 

 

Once these items are approved by the Board of Trustees, usually at the July 

meeting, this would set the budget for support units and central initiatives for the 

coming year.  This figure would then be used to determine the final central tax 

rate and the various special assessment rates. 

 

The rate could be reviewed and adjusted as necessary as part of the mid-year 

budget review, and/or with actual expenditures as part of a year-end reconciliation 

process. 
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This would provide support units and colleges with a reasonably predictable level 

of base funding, but would also provide appropriate accountability and review. 

 

4. What about accountability and quality of service? 

 

DISCUSSION:  Both of these factors are critical parts of the goals of budget 

restructuring.   

 

RECOMMENDATION:  By more directly involving the deans and the colleges 

as “customers” in a structured and data-informed process, it will be possible to 

provide accountability while allowing vice presidents the flexibility to manage 

these critical services.  One of the goals of this process should be an agreed upon 

set of quality measures for support unit services, as well as a time period (such as 

every five years) for a more comprehensive review. 

 

5.  How will budget requests for support units and central initiatives be handled 

for FY 03? 

 

 DISCUSSION:  A successful transition from one system to another is critical to 

the success of budget restructuring.  It is essential that sufficient time be allowed 

for the support units to complete their self-studies and collect an array of 

information in a uniform format.  Sufficient time also needs to be allowed for 

those reviewing this information to understand it, make appropriate comparisons 

and draw conclusions.  It is likely that this process will take at least a year to 

complete. 

 

RECOMMENDATION:  As a means of managing the transition, it is 

recommended that the relative share of the University budget for colleges and 

support units begin at a “budget neutral” position for FY 2003, but can be 

modified up or down as circumstances require. 
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It is also recommended that colleges and support units collectively be treated 

equally going forward, as suggested earlier.  This does not mean that shares 

should be fixed indefinitely, which, in fact, would be contrary to the principles of 

budget restructuring.  But the basis for changing budgets over time will be the 

same as the process used for transition for the colleges. 
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