
TO:  Deans, Chairs and Vice Presidents 
 
FROM: Edward J. Ray 
  Executive Vice President and Provost 
 
DATE: February 15, 2001 
 
SUBJECT: Budget Restructuring, Base Budgets and the Academic Plan 
 
 
 President Kirwan presented the Academic Plan to the University 
Senate last October.  The successful implementation of the Plan will 
require us to make difficult, strategic choices to direct and redirect 
resources within the University.  Budget rebasing is one of a number of 
ways in which we will make those resource allocation decisions.  I have 
shared the material that follows regarding rebasing with the President and 
the Board of Trustees, and they support the principles and process outlined 
below.  The purpose of this memorandum is to describe how base budgets 
will be set for each college and how the rebasing process is aligned with 
the needs of the Academic Plan.                                                                                                 
 

To accomplish this task, I will address four fundamental questions: 
 
I. What is the relationship between the University’s expectations of the 

individual colleges and the goals of the Academic Plan? 
II. What is the relationship between each college’s current financial 

statement and its base budget? 
III. What are the gaps between expectations and resources, and how can 

they best be addressed? 
IV. How do we get to there from here? 
 

In addressing these questions, it is important to remember that 
setting base budgets is an important part of budget restructuring, but not the 
only part.  An even more critical set of policy issues revolve around the 
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question of how we move forward to create greater incentives for all units 
to generate and receive resources to support our academic goals. 

 
It is also important to understand that base budgets are designed to 

reconcile workload and resources in a context that has to reflect quality, 
centrality, potential and relationship to the goals of the Academic Plan.  
Base budget adjustments over time could therefore include increases or 
decreases holding workload constant, or some combination of both 
workload and budget adjustments.  And, the base budget adjustments 
identified in this document are not entitlements.  Budget adjustments will 
be contingent on the successful implementation of college strategic plans 
that align college and University priorities reflected in the Academic 
Plan. 

 
The budgeting process is not an end in itself, but rather a tool whose 

effectiveness is best measured by its contribution to our academic goals.   
Therefore, it is important that our budget process be driven by the 
following principles: 

 
Principles of the Budget Process 

 
1. Budget restructuring is not an end in itself, but a means to support 

the Academic Plan. 
2. Financial incentives for colleges should be aligned with the goals 

of the Academic Plan. 
3. Base budgets aligned with the goals of the Academic Plan will 

inevitably imply transfers from some colleges and to others. 
4. Base budget decisions should be informed by resources and costs 

related to academic goals and not formula driven. 
5. As one element of the budget restructuring process, base budget 

adjustments, which include the reallocation of funds among 
colleges and new central investment funds, are intended to 
optimally position colleges to contribute to the implementation of 
the Academic Plan. 
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I.  UNIVERSITY EXPECTATIONS OF COLLEGES AND THE 
GOALS OF THE ACADEMIC PLAN 

 
 The Academic Plan highlights six transformational strategies that 
support our academic goals.  The six strategies are to: 
 

1. Build a world-class faculty 
2. Develop academic programs that define Ohio State as the nation’s 

leading public land grant university 
3. Enhance the quality of the teaching and learning environment 
4. Enhance and better serve the student body 
5. Create a diverse university community 
6. Help build Ohio’s future 
 

  In order to be successful, these strategies will require support from 
throughout the University, but particularly from our academic units: 
colleges, departments and centers.  Traditional core colleges were initially 
identified in Provost Sisson’s 1996 address to the University Senate; these 
are the colleges and disciplines that must be strong for any university to be 
among the truly great universities.  These included the five colleges of the 
Arts and Sciences, plus Medicine and Public Health, Business, 
Engineering, and Law, as well as recognition of the special land grant 
related mission for Food, Agricultural, and Environmental Sciences and for 
Education.   

 
Since then, the University has also identified the thirteen Selective 

Investment programs which have the greatest potential at this time to help 
Ohio State progress toward meeting the goals outlined in the Academic 
Plan.  These programs were identified through a rigorous process of peer 
review and represent Ohio State’s best opportunity to demonstrate 
excellence in a variety of academic endeavors that support the Academic 
Plan.  They are:  Cardiovascular Bioengineering, College of Law, 
Department of Chemistry, Department of Economics, Department of 
Electrical Engineering, Department of English, Department of History, 
Department of Materials Science and Engineering, Department of 
Mathematics,  Department of Physics, Department of Political Science, 
Department of Psychology, and the Neuroscience Program.  These 
programs are home to 17% of our tenure-track faculty and account for 31% 
of all credit hours taught.  Three of these Selective Investment units are 
housed in the College of Mathematical and Physical Sciences, three are in 
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Social and Behavioral Sciences, two are in Humanities, two are in 
Engineering, one is in Medicine and Public Health, one is Law and one is 
common to Engineering and Medicine and Public Health.   If the 
University is to be successful in achieving its goals regarding faculty, 
academic programs, quality of teaching and learning and creation of a 
diverse community, these academic units, and ultimately many others, 
need to be successful. 

 
Therefore, one critical requirement of budget restructuring is to 

produce a resource environment that will provide support for these 
Selective Investment programs and traditional core colleges.  In addition, 
budget restructuring must also provide a resource environment where all 
colleges, departments and programs have the opportunity to thrive and 
excel in activities in support of the Academic Plan. 

 
As noted in my Senate speech last December, the most powerful 

impact of budget restructuring on the effective implementation of the 
Academic Plan will come from policy decisions relating to the allocation of 
new resources through the budget process.  Now that we have an Academic 
Plan to guide us, we should be able to move quickly to determine which 
common activities should be funded centrally and which should be funded 
locally.  We must provide clear and significant incentives for the creation 
of new courses, programs and collaborative initiatives and for the reduction 
and elimination of activities that simply do not meet our institutional needs.  
The rules for going forward will be finalized this spring, and I will 
summarize them in a separate document at that time. 

 
II.  COLLEGE FINANCIAL STATEMENTS AND BASE BUDGETS 

 
 In our November 15, 1999, memo to the campus on University goals 
and resource allocation, Bill Shkurti and I presented the general outline of 
budget restructuring.  We concluded that a review of base budgets was 
necessary and that it should be informed, but not solely driven, by revenue 
and cost data.  We committed the University to an approach to rebasing 
that would provide for some realignment of overall budgets to correct the 
most egregious mismatches between current resources and our academic 
goals, yet keep focus on the opportunities of the future instead of the 
decisions of the past.  Our position was developed after widespread 
consultations across campus, including input from the Council of Deans 
and the Senate Ad Hoc Oversight Committee on Budget Restructuring. 
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 Table A (attached) shows the latest formula compilation of college 
financial statements based on sources of revenues and uses of resources by 
college.  This represents the fourth iteration of these calculations, which 
began back in 1997.  Each iteration included adjustments designed to 
improve the accuracy and fairness of the calculations.  However, this 
process is far from an exact science.  The differences between sources and 
uses for some colleges have fluctuated significantly in different iterations, 
while for other colleges they have remained relatively constant. 
 
 Changes in college balances across iterations reflect a combination 
of factors, including changes in the economics of individual colleges over 
time, policy changes in cost and revenue allocation formulas, limitations in 
the data, as well as genuine differing opinions regarding the attribution of 
revenues and assignment of costs.  One of the recent changes has been to 
convert Summer Enrollment Incentive Program (SEIP) funds into annual 
rate, as suggested by the colleges.  This step alone will add close to $2.5 
million to the base budgets of the colleges, and in a sense was the initial 
step in moving toward rebasing.  The following amounts of Summer 
Enrollment Incentment funds were distributed to individual colleges in the 
form of additional continuing budget support as part of the most recent 
Base Budget Scenario: 
 

College Amount 
 Arts                   $184,000 
 Biological Sciences 79,000 
 Business 176,000 
 Engineering 218,000 
 FAES 14,000 
 Human Ecology 186,000 
 Humanities 364,000 
 MAPS 289,000 
 SBS                    912,000 
 Social Work 41,000 

 
 In reviewing the data in Table A, it is important to note that positive 
and negative balances, reflecting net transfers from some colleges and net 
transfers to other colleges, are to be expected.  For example, undergraduate 
tuition is identical for students in all programs, and the state subsidy 
formula, which is not fully funded, does not adequately compensate for 
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cost differences between colleges such as Humanities and Engineering.  
Credit hours are relatively less expensive to teach in Humanities than in 
Engineering, and so one might expect a traditional core college like 
Humanities to provide net revenues to the University and a traditional core 
college like Engineering, to receive net support from the University. The 
challenge is to align net transfers to and from colleges with the resource 
requirements for successful implementation of the Academic Plan. 
 
 The various iterations of the sources and uses calculations already 
illustrate that financial flows can change substantially with modest 
reassignments of revenues and costs.  In addition, even though we have 
been discussing these changes for the last three years, there are changing 
conditions and relationships that represent new issues.  For example, for 
the first time, we are beginning to document the financial flows between 
the College of Medicine and Public Health and University Hospitals.  This 
analysis is in process but not yet completed. 
 

The financial statements of both the Fisher College of Business and 
the College of Social and Behavioral Sciences are influenced by the 
changes in reporting line for the School of Public Policy and Management.  
The FY 2000 financial statement of SBS will also change as a result of the 
recent decision to transfer WOSU to University Relations, as well as 
changes in state and university policy regarding how we account for Study 
Abroad students. 

 
We expect these issues to be successfully resolved over the next six 

months, but it highlights the importance of approaching these financial 
statements in the context of a dynamic academic and financial 
environment. 
 

For illustrative purposes, discussions below include statements about 
financial flows and percentages associated with them.  However, my 
recommendations are based on dollar transfers and their expected impact 
on the successful implementation of the Academic Plan and not on the 
percentage changes in transfers contained in Table A.  Again, the sources 
and uses calculations inform the discussion of rebasing, but they do not 
drive the decisions. 
 

In keeping with the principles described above, I have first looked at 
the outliers, those colleges whose FY 2000 sources and uses calculation 
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shows a difference of ± 10% or more, reflecting a current budget with an 
implied transfer to or from the college greater than 10%.   Such a 
significant variance is, I believe, evidence of a need to examine much more 
closely the relationship between academic goals and base budgets for these 
units.  This is not to imply, however, that colleges within the ± 10% range 
have been exempted from such an examination. 
 
 Seven of the eighteen colleges show a difference between sources 
and uses of 10% or greater in the most recent formula calculation.  These 
colleges are:  Dentistry, Human Ecology, Humanities, Nursing, Optometry, 
Pharmacy and Social Work.  In total, these colleges account for $73 million 
of the FY 2000 PBA (present budget allocation) or 21% of the total.  In this 
calculation, four of these colleges (Human Ecology, Humanities, 
Optometry and Social Work) are net contributors to the other colleges of 
$12.4 million.  Three colleges (Dentistry, Nursing and Pharmacy) are net 
recipients of a total of $6.2 million.  
 
 Of these seven colleges, one, the College of Humanities, has been 
previously identified as a traditional core college.  It includes the Selective 
Investment departments of English and History.  The College of 
Humanities provides 19% of our instructional credit hours, 30% of our 
honors credit hours, and has 11.5% of our tenure-track faculty. 
 
 The College of Humanities has received substantially fewer 
resources than it earns in every formula calculation since 1997, despite its 
critical role as a traditional core college and home to two Selective 
Investment units.  Therefore, some amount of base reallocation for this 
college is appropriate to achieve our academic goals. 
 
 The other six colleges are professional colleges that make unique and 
valued contributions to the University’s academic goals, but not on the 
same scale as that of the College of Humanities.  Three of those colleges - 
Human Ecology, Optometry and Social Work - have consistently been net 
contributors of resources through the various formula iterations, while the 
three others - Dentistry, Nursing and Pharmacy - have been net recipients 
of transfers from other colleges in these same calculations. 
 

The remaining eleven colleges account for the majority of faculty 
and students.  Some, such as Biological Sciences, Medicine and Public 
Health, and Social and Behavioral Sciences (SBS), have consistently 
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shown net contributions to other colleges.  Others, such as Arts, 
Engineering, Law, and Mathematical and Physical Sciences (MAPS), have 
been net recipients of transfers, but at varying amounts.  And, finally, the 
remaining colleges - Business, Education, Food, Agricultural, and 
Environmental Sciences (FAES), and Veterinary Medicine - have been 
either net recipients or net contributors of transfers depending on the 
differing iterations of the cost and revenue allocations.  Under the most 
recent scenario, all eleven of these colleges are within the ± 10% margin to 
which I referred previously.  Nonetheless, for reasons detailed below, I 
intend to make base budget adjustments for a number of these colleges. 

 
III.  RECONCILING THE GAPS BETWEEN EXPECTATIONS AND  

RESOURCES 
 
 Up to this point, I have reviewed the role of the colleges and budget 
restructuring relative to the Academic Plan, as well as the financial 
statements for each college.   In this section I will explain how I will 
reconcile, or at least begin to address, the differences between current base 
budgets and financial statements in a way that supports our academic goals. 
 
 First, it bears repeating that budget restructuring is not an end in 
itself, but a means to support the Academic Plan.  The review of financial 
conditions and the formula it produces are significant only in that context.  
Consequently, I have placed the eighteen colleges into three groups in 
relationship to the goals of the Academic Plan, instead of the three 
traditional clusters.  This grouping will, I believe, help provide a proper 
framework for reconciling base budgets with the Academic Plan. 
 
 These three groups are: 1) the six traditional core colleges with 
Selective Investment programs:  Engineering, Humanities, Law, MAPS, 
Medicine and Public Health, and Social and Behavioral Sciences; 2) the 
five colleges traditionally defined as core colleges that do not currently 
contain Selective Investment units:  Arts, Biological Sciences, Business, 
Education and FAES; and 3) the seven additional professional colleges that 
include:  Dentistry, Human Ecology, Nursing, Optometry, Pharmacy, 
Social Work and Veterinary Medicine. 
 
 Before turning to specific changes in college base budgets to be 
implemented over the next five years, let me review the process to be 
followed, one that I believe will assure that base budget changes are used in 
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support of the goals of the Academic Plan.  In the last two months, I have 
met with the dean of each college to explain the change, if any, in the base 
budget for his/her college and any revenue and cost issues I expect the 
college to manage particularly carefully over the next five years.  Those 
discussions were followed by a memorandum from me to each dean 
repeating the essence of our conversations. 
 
 In late January I sent a memorandum to the deans requesting them to 
provide me with plans for allocating their base budgets, regardless of 
whether they are scheduled to increase, decrease or remain the same, to 
align the college’s uses of resources to meet the goals of the Academic 
Plan. Those plans will be due as part of the College Annual Reports in 
March and will be discussed in the college meetings with me during Spring 
Quarter. 
 
 The January memo also informed the deans that the rules for going 
forward with the budget process will be finalized by the end of Winter 
Quarter.  Each college will be required to develop a plan for allocating new 
net resources and base budgets within the college for the next five years 
and to have these plans approved by OAA by the end of next Autumn 
Quarter.  Approved plans will detail the rules for distributing new net 
revenue at every level in the college, consistent with the optimal alignment 
of college resource allocations and the requirements of the Academic Plan.  
The plan for each college should align college resources in a way that 
produces the greatest contribution to the University’s academic goals, not 
just the goals of the college.  I will address this point in more detail in 
Section IV. 
 

The schedules for allocating base funds to and from colleges detailed 
below will be reviewed and carried out pending satisfactory budget 
hearings each spring.  Satisfactory budget hearings will require that the 
Provost approve proposed college spending as being consistent with the 
implementation of the college’s approved plan and supportive of the 
overall directions of the Academic Plan.  As noted at the outset, these 
allocations are not entitlements.  
 

Selective Investment Colleges 
 

 Six colleges - Engineering, Humanities, Law, MAPS, Medicine and 
Public Health and SBS - house all thirteen of our Selective Investment 
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programs.  These six colleges account for 60% of our tenure-track faculty, 
70% of our sponsored research and 50% of all degrees awarded.  The 
University cannot achieve its goals with these colleges alone, but if the 
University is to achieve its academic goals, it has to be successful in these 
six colleges. 
 

As I indicated previously, the College of  Humanities contributes 
substantially more of its resources (10.8%) to the University than any other 
Selective Investment college.  Consequently, my first priority is to reduce 
the College’s net contributions over the next five years to no more than 
7.5% and, if resources permit, to as low as 5%.  However, reaching the 5% 
target in the next 5 years may not be possible.  All other things being equal, 
this will provide additional resources of between $2.5 and $4.4 million to 
this critical college.  The actual annual allocation of additional budget 
dollars for each of the next five years, and the total allocation over the next 
five years for Humanities and other colleges scheduled for base budget 
increases, will be the subject of the annual budget discussions each spring 
and will depend upon the availability of resources to the University, 
changes in workloads and quality indicators within the college, if any, and 
the proposed uses for new funds from one year to the next, among other 
factors. 
 

The College of Social and Behavioral Sciences provides the second 
highest net contribution in this group (6.6%).  SBS is home to three 
Selective Investment programs and accounts for more degrees and majors 
than any other college. While its base budget is not as clearly out of 
alignment as that of Humanities, and the impact of the transfer of WOSU 
and policy decisions for Study Abroad still need to be resolved, as a five 
year goal I intend to move the percent contribution provided by Social and 
Behavioral Sciences to other colleges closer to 5.0%.  If this goal can be 
achieved, it will provide this college with an additional $1.1 million.   

 
Among other goals, the college plans for the use of these and other 

new funds in both Humanities and SBS should address faculty staffing 
needs in areas of increasing enrollment pressure and the quality of the 
learning environment as called for in the Academic Plan.  Ultimately, both 
Humanities and SBS should be at the 5% level. 
 

The College of Medicine and Public Health plays a prominent role in 
the Academic Plan, particularly regarding the University’s goal of 
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increasing the amount and visibility of its sponsored research.  The College 
will play a pivotal role in our successful implementation of two selective 
investment initiatives in Cardiovascular Bioengineering and the 
Neuroscience program.  Most of the sources and uses scenarios have shown 
the College to be a net contributor of funds to other colleges, despite the 
relatively high costs of medical education.  The latest calculation shows a 
contribution of 5.4% to other colleges. 

 
Unfortunately, the sources and uses data are less complete for this 

college than any other because of the substantial flow of funds and services 
between the College of Medicine and Public Health and University 
Hospitals.  The College, the Hospitals and the University are cooperating in 
a number of efforts to track and evaluate these financial relationships. This 
process should be completed in the next few months and should help 
address some of these issues.  For example, the Hospitals provide almost 
$5 million in support to the College, which is currently not credited on the 
income side of the sources and uses statement.  However, the Hospitals 
also provide nearly 250,000 square feet of space that is currently not 
charged against the expense side of the College’s budget. 

 
My office will be working with the College of Medicine and Public 

Health and University Hospitals to further document the flow of resources 
and expenses between all of the involved parties.  Therefore, at this point it 
is difficult to be definitive other than to say that I expect the College to 
receive an increase in resources of at least $2 million to $3 million in 
continuing funds over the next five years, particularly to assist in 
improving its research profile consistent with the Academic Plan.  
 
 The three other colleges in this group - Engineering, Law and MAPS 
-already receive significant transfers.  Given the importance, quality and 
cost of these programs, I believe these transfers are warranted and should 
continue.  Moreover, as appropriate, additional funds may also be allocated 
for specific activities within these colleges in support of the Academic 
Plan. 
 
 The College of Mathematical and Physical Sciences plays a critical 
role in the Academic Plan, in the excellence of both its teaching and its 
research.  Its programs are relatively resource intensive but are among the 
most important and most visible in the University.  It is home to three 
Selective Investment departments, and its faculty have earned numerous 
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internal and external awards for excellence.  Consequently, the base budget 
for MAPS will not be reduced and the College can expect to receive 
continued investment on a selective basis.   I am concerned, however, that 
the indirect cost recoveries generated by the College have declined in 
recent years.  I will explore with the College what can be done to reverse 
this trend. 
 

The College of Engineering plays a key role toward achievement of 
our academic goals.   Engineering accounts for 25% of the University’s 
sponsored research and is home to more undergraduate honors students 
than any other college.  It is also home to Selective Investment units in 
Electrical Engineering, Materials Science and Engineering, and, jointly 
with Medicine and Public Health, in Cardiovascular Bioengineering.  Its 
programs are also very resource intensive.  The College accounts for 13% 
of all resources generated, but 18% of physical plant costs and 19% of fee  
authorization costs.  
 

Therefore, it is appropriate for the College of Engineering to 
continue to be a net recipient of transfers that would allow its base budget 
and the quality of its programs to be maintained.   It should also receive 
additional resources on a selective basis.  However, I want to work with the 
College to ensure that sponsored research and private fund raising 
opportunities are maximized and space and fee authorizations continue to 
be managed effectively. 

 
The College of Law is the smallest of these colleges, but is a highly 

visible and important unit.  The College of Law has taken a number of 
steps to make itself more self-supporting over the last five years, including 
increased private support and increased instructional fees.  The College has 
also received increased support from the University, including a new 
facility and a Selective Investment grant.  I will not reduce the base budget 
level, which means the College will continue to receive a small transfer of 
funds from the University.  However, I expect the College of Law to use 
this investment as leverage to make itself more self-supporting over the 
next five years. 

 
Traditional Core Colleges 

 
 The five other colleges identified as traditional core units (Arts, 
Biological Sciences, Business, Education and FAES) have an important 



Revisedbasebudgets     13

role to play in the Academic Plan, even though they currently do not have 
programs identified as Selective Investment units.  Collectively, these 
colleges provide 35% of all degrees granted and are home to a number of 
programs that are high quality and have international visibility.  They also 
play a key role in interdisciplinary initiatives and contribute significantly to 
our outreach and engagement goals. 
 
 The College of the Arts is a traditional core college that currently 
receives a transfer of funds and should have its transfer of funds continued.   
It has a highly ranked dance department and is known for significant 
contributions to advances in computer animation and graphic design.   
However, I do expect the College of the Arts to continue to develop fund 
raising opportunities and to enhance its partnerships with industry. 
 
 The College of Biological Sciences does not yet have the visibility of 
some of the programs in Humanities, MAPS, or SBS, but many of its 
programs are critical contributors to interdisciplinary research across the 
life sciences.  The potential for the University to provide leadership in this 
important area will be greatly affected by the depth and quality of our 
programs in the biological sciences.  If resources are available, I intend to 
reduce the 6.8% contribution that Biological Sciences provides to other 
colleges to the 5% level, similar to SBS and Humanities.  If this can be 
done, it would provide an additional $600,000 in resources to this college.  
University-wide initiatives, including those in the Molecular Life Sciences 
and Environmental Sciences, should continue to be sources of new funds 
for the College of Biological Sciences. 
 
 The Fisher College of Business has significantly improved its 
academic programs over the last few years, through a combination of its 
own efforts and increased University support.  The College’s sources and 
uses net position has fluctuated somewhat with various iterations; however, 
once new programs come on line, the College should be able to generate 
additional resources.  Therefore, I will not reduce the base budget at this 
time.  However, I expect the College to improve its net revenue position 
through revenue growth over time and to become fully self-supporting 
within the next five years. 
 

The Colleges of Education and FAES play a particularly important 
role in the outreach and engagement portions of the Academic Plan.  In 
addition, the College of Education, which ranked highly in various polls, is 
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our most highly ranked college in the U.S. News and World Report 
rankings. FAES is our most effective college in the eyes of our elected 
officials and many other supporters of the University.  Assumptions or 
decisions at the University level about the allocation of resources, such as 
space and fee authorizations, significantly impact how sources and uses 
calculations play out for both of these colleges, and the formula 
calculations have varied accordingly.  In the latest model, both colleges 
receive a relatively modest transfer of funds.  I believe this is appropriate in 
light of their unique roles in the Academic Plan, and thus their base budgets 
will not be reduced.  However, I will work with both colleges to make sure 
they maximize external support and that they effectively manage high-cost 
items such as public-service fee authorizations and space, so that their 
dependence on funds from other colleges will decrease over time.  The 
College of Education should continue to review its course offerings in 
order to reduce operating costs. 
 

Professional Colleges 
 

 The seven additional professional colleges do not have the impact 
and visibility of the larger colleges, but they do provide high quality 
teaching, research, and public service that should not be overlooked or 
undervalued.  In addition, many of their programs are highly ranked within 
their fields.  An added challenge in reconciling academic goals and base 
budgets arises from the wide variations in net resources less expenses for 
these seven colleges.  
 
 Of the seven colleges whose sources and uses calculations showed a 
variance of greater than 10%, six come from this group, including two 
colleges (Dentistry and Optometry) whose variance is 20% or more.  
 

Two of the smallest colleges, Human Ecology and Social Work, 
have consistently shown positive transfers to the rest of the University in 
all the various financial statements.  Credit hours of instruction are 
relatively less expensive for these two colleges than for the other 
professional colleges.  Therefore, it is appropriate for Human Ecology and 
Social Work to be net contributors of resources.  But, as a matter of budget 
equity, their base budgets will be increased.  Furthermore, research activity 
has increased dramatically and curriculum reform has been substantive in 
the College of Social Work, which is a tribute to the college leadership, the 
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quality of recent hires, and the focused commitment of faculty and staff.  
And, the College of Human Ecology has taken a leadership role in 
interdisciplinary programs in nutrition.  The College has made tough 
curriculum decisions to meet student instructional demands and plays a key 
role in the Center for Learning Excellence, which is under the auspices of 
the Glenn Institute and is funded by the state.  I will, over the next five 
years, bring Social Work’s tax rate closer to 15% (it is currently at 19%).  
This implies a transfer of up to $300,000 over the next five years in terms 
of additional resources.  I expect Human Ecology’s financial status will 
improve primarily through adjustments in enrollment.  This college will 
benefit from the transfer of up to $200,000 and has already benefited from 
a transfer of $185,000 when the SEIP program was converted to annual 
rate earlier this year. 
 
 The College of Optometry is the smallest of all eighteen colleges.  
However, it is a high quality program that has consistently been the most 
extreme outlier in the sources and uses scenarios, in terms of the degree to 
which it is a net provider of funds to the other colleges on a percentage 
basis.  Despite its small size, the College of Optometry provides a high 
quality professional program and an impressive amount of research per 
faculty member.  
 
 Part of the explanation for the high tax rate on Optometry is that it 
reflects a peculiarity in the Regents’ subsidy formula that averages 
Optometry’s costs with those of Veterinary Medicine and Dentistry.  
However, even when the subsidy is based on actual cost calculations, the 
College provides an extremely high degree of support to the other colleges. 
 

Optometry should be expected to contribute a portion of its income 
to help other colleges, but, as a matter of budget equity, the current 
contribution level of 22% of revenues will be brought down to no more 
than 15% over the next five years.  This requires a transfer of about 
$500,000 over that period. 
 
 The College of Veterinary Medicine is the only school of its kind in 
the state and an exceptional resource to the people of Ohio.  The College is 
a national leader in educating practicing veterinarians and has been very 
successful in recent years in generating both external funding for research 
and development support for its programs.  It has operated close to the 
break-even point in all scenarios.  In the most recent iteration, Veterinary 
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Medicine is a net provider of funds to other colleges of + 7%.   This 
college’s base budget, including present budget allocation (PBA), fee 
authorizations and space, will be set at its current level.  Veterinary 
Medicine should be able to continue to generate additional revenues to 
improve and expand its programs. 
 
 The three remaining colleges (Dentistry, Nursing and Pharmacy) 
represent a difficult rebasing challenge.  All three are quality programs.  
Nursing and Pharmacy are nationally ranked in the top quartile.  Nursing 
has received two Academic Enrichment awards.  Pharmacy faculty and 
students are actively involved in multidisciplinary programs.  Dentistry is 
the only public program in the state, and its graduates do well on licensing 
exams.  However, these three programs do not have as much of an impact 
on effective implementation of the Academic Plan as the larger colleges, 
and all three have been consistent outliers in all the sources and uses 
statements from the beginning.  They are heavily supported by other 
colleges. 
 
 Since these three colleges all have a contribution to make, and are 
relatively expensive, providing some continuing support is appropriate.  
However, if the University is to succeed in focusing its use of resources in 
high priority areas, these three colleges must develop a greater capacity to 
provide for their own financial needs. 
 
 I believe an appropriate goal over the next five years is for these 
three colleges to reduce their support received from other colleges to closer 
to 10% -15%.  In order to achieve this goal with a minimum of negative 
impact to the academic programs, the reduction will be achieved over time 
and through a combination of base budget reductions, expenditure 
reductions and revenue growth. 
 
 The appropriate financial goal for these three colleges is to generate 
enough in additional resources over the next five years to maintain the 
academic quality of their programs while reducing their dependence on 
support from other colleges.  
 

The figures below show the dollar amounts involved if these goals 
are to be achieved.  The lower end of the range reflects the amount needed 
to reduce support levels to 15%; the higher number reflects the funds 
required to achieve a more ambitious goal of 10%.   I have deliberately 
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used a range, in order to provide some flexibility in meeting financial goals 
without unintentionally seriously degrading very good programs.  For each 
of the three colleges identified for base budget reductions, the actual 
reduction in each year, and over the five-year period, will be a subject for 
discussion in the annual review of the college each spring.  Reductions in 
base budget support can be realized through new program funding, cost 
reductions in current operations, and other means.  Each year, the impact of 
the rebasing process on the quality and integrity of these colleges’ 
programs will be at the center of the discussion. 

 
Nursing    $70,000 - $355,000 
Pharmacy           $120,000 - $585,000 
Dentistry        $1,200,000 - $2,100,000 

 
IV.  HOW DO WE GET TO THERE FROM HERE? 

 
 One of the advantages of multi-year goals is that they allow large 
organizations to plan ahead and establish a clear focus.  In addition, the 
resolution of the base budget issue, and establishment of clear ground 
rules about resources to support future academic goals, will allow us to 
use the college annual reports and budget meetings to focus on following 
through on University academic goals and how college spending plans 
match those goals.  One of the disadvantages is that it is impossible to 
anticipate all the critical events likely to affect priorities and resources over 
time.  For example, it is quite possible, but not certain, that there will be an 
economic slowdown over the next five years, which may in turn affect state 
support.  
 

It is important to remember that the FY 2000 financial statements are 
really only a snapshot, designed to represent a starting point in a changing 
environment.  As a college’s credit hours, research activity and space use 
change over time, adjustments will have to be made on an annual basis.  
Changes will also occur in the Academic Plan. 
 
 This means that the annual budget process and the annual meetings 
between the Provost and the deans will be critical to keeping academic 
goals and financial resources in alignment.  The base budget figures, and 
the long-term academic and financial goals related to them, should be 
viewed as a context for continued improvement and refinement over the 
next five years, as opposed to an entitlement or a straight-jacket. 



Revisedbasebudgets     18

  
 The following table summarizes the goals I established in the 
previous section regarding the alignment of base budgets and academic 
goals over the next five years. 
 

Transfers to Colleges  
 Humanities $2.5 – 4.4M  
 Medicine 3.0M 
 SBS 1.1M 
Sub Total - Selective Investment Colleges $6.6 – 8.5M 
 Biological Sciences 0.6M 
Sub Total  - Traditional Core Colleges $0.6M 
 Optometry 0.5M 
 Social Work 0.3M 
 Human Ecology 0.2M 
Sub Total – Professional Colleges $1.0M 

Total $8.2M – 10.1M 
Transfers from Colleges  
 Selective Investment Colleges 0 
 Traditional Core Colleges 0 
 Professional Colleges 
  Nursing 

 
(.1 -   .3M) 

  Pharmacy (.1 -   .6M) 
  Dentistry (1.2 - 2.1M) 

Total ($1.4 - $3.0M) 
Net Transfers Total ($5.2 - $8.7M) 

 
 This table shows that up to 84% of the proposed transfers “to” would 
go to Selective Investment colleges and that none of the transfers “from” 
would come from those colleges. 
 
 It is also clear that transfers to colleges exceed transfers from 
colleges by between $5.2 and $8.7 million.  This amounts to around 1% of 
the annual General Funds budget for the University.  In other words, in 
order for these goals to be achieved, I will need to identify between $1.0 
million and $1.7 million in additional funds annually for each of the next 
five years.  I plan to do this through distribution from a number of sources, 
including closed-course money currently held centrally, the Provost’s 
Strategic Investment funds and selective reallocation.  I will commence 
phasing in these transfers beginning with the FY 2002 budget.  Table B 
(attached) summarizes the goals of these transfers at the end of five years.  
As noted previously, these transfers will not be outright grants or 
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entitlements but will be conditional upon the implementation and 
satisfactory annual review of programs with respect to plans developed by 
the colleges showing how these funds will be used to advance the goals of 
the Academic Plan. 
 
 Let me re-emphasize that these particular transfers deal with 
rebasing, but rebasing transfers associated with new funding must be 
aligned with strategic investments called for in the Academic Plan.  For 
example, the Academic Plan calls for significant investment in research.  
Two colleges (Engineering and Medicine and Public Health) account for 
50% of the University’s sponsored research.  If the College of 
Mathematical and Physical Sciences is added, the total is more than 60%.  
Therefore, if the University is to build on its strengths, a significant 
proportion of new investment in research must go to those colleges. 
 
 Similar opportunities exist in other areas.  If the University is to 
significantly enhance the quality of the learning environment for students 
and promote timely completion of degrees, as called for in the Academic 
Plan, three colleges (Business, Humanities and SBS), which account for 
almost half of all timely degree awards, should be targeted for investment.   
 

Obviously, the University will need to selectively allocate resources 
in other areas that have a potential to succeed, but we cannot afford to 
neglect those areas that have already contributed to the success we now 
enjoy. 
 
 These rebasing discussions also deal only with the General Fund 
portion of college resources, which range from a high of 94% of the 
resources of the College of Humanities to a low of 28% for the College of 
Medicine and Public Health.  Therefore, the funding sources for these 
transfers will vary.  The following sources, most of which have been 
identified in the Academic Plan, are examples of funds that will be 
available: 
 

• Base-line growth - including the continuing portion of Selective 
Investment, Academic Enrichment, and other central investment 
funds; 

• Tobacco funds - particularly for biomedical research; 
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• Outside-the-box funds - including the President’s Strategic 
Investment Fund, much of which will be targeted to seed growth in 
our research support; 

• Reallocation - this includes matches from receiving units; 
• Tuition-cap relief - these funds are targeted to improving 

undergraduate education; 
• Private gifts - we anticipate over $300 million in one-time funds 

coming from this source in future years; 
• Distance learning - the new revenue-sharing rules developed for 

budget restructuring should provide a greater incentive to develop 
this funding source; 

• Enterprise development - colleges are encouraged to develop 
additional sources of income from partnerships, royalties, patents 
and other activities; and  

• Targeted state funds - this can include state capital funds, line items 
and new programs such as the Ohio Plan. 
 

 One of the questions I get asked most often is, “How do colleges 
who are not traditional core colleges or Selective Investment units have an 
opportunity to improve?” 
 
 First, these colleges will have the opportunity to generate additional 
revenues under the going-forward rules of budget restructuring.  For 
example, Pharmacy is already developing a distance-learning, non-
traditional PharmD program to expand its resources.  Social Work has 
received University support to develop and expand its private fundraising.   
 

Second, these colleges can reduce expenditures to free up resources 
to commit to other areas. 

 
Third, all colleges have an opportunity to compete for Academic 

Enrichment and Strategic Investment funds.  Several smaller colleges, 
including Nursing and Veterinary Medicine, have already received grants 
under these programs. 

  
Fourth, all of the professional colleges in this group are in the broad 

area of health and human sciences and services.  Opportunities to compete 
for new funding should increase over time for each of these programs as 
University, state and federal research programs continue to expand. 
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The next steps, then, are fourfold.  By July 1, 2001, I expect to have 

accomplished the following: 
 
1. Established five-year base budget goals for all colleges as 

proposed in this memo; 
2. Established the ground rules for moving forward with generating 

and sharing new revenues (which is the primary objective of  
budget restructuring);  

3. Reconciled the allocation of other resources available for FY 
2002 and beyond in support of the Academic Plan; and 

4. Issued instructions to the colleges on how their individual plans 
will be required to support the Academic Plan.  

 
CONCLUSIONS 

 
 In the preceding sections I have: 
 

• Laid out the implications of the Academic Plan for 
individual college budgets; 

• Reviewed the financial statements of each college in the 
broader context of budget restructuring; 

• Discussed how gaps between base budgets and resource 
expectations from the Academic Plan can be reconciled; 
and 

• Presented a proposed timetable and measurable set of 
goals. 

 
The changes I have proposed will, I believe, substantially correct the 

most glaring inconsistencies between current resources and our academic 
goals in a timely and thoughtful way, so that we can move forward with the 
Academic Plan and with acquiring the resources to support that plan.   

 
These changes meet the principles that I laid out earlier.  The 

allocations are driven by the Academic Plan and the activities that support 
it; they are informed by revenues and costs related to academic goals; they 
are not formula driven; and base adjustments are done within the context of 
the Academic Plan. 
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My recommendations provide for at least $4.2 million in additional 
funds to Traditional Core and Selective Investment colleges in base budget 
adjustments and no reductions in base budgets for any of these colleges, as 
long as current levels of instruction and sponsored research are maintained. 

 
Also, I have provided for $1 million in adjustments for smaller 

colleges who contribute excessively to other colleges, and I have set a goal 
of reducing support to between $1.4 and $3.0 million annually for colleges 
receiving substantial transfers. 

 
For all colleges, budget restructuring will provide an opportunity to 

benefit from a greater share of the new revenues they generate and to 
receive additional central support tied to the goals of the Academic Plan. 

 
Finally, I have noted on many occasions that base budgets should be 

reviewed and set every five years.  I have proposed budget adjustments that 
I believe can be managed within the next five years and that will not 
damage the academic integrity of any program.  A five-year review of 
whether or not that assumption is correct, and a fresh look at the need for 
base budget adjustments to support the goals of the Academic Plan, seems 
prudent and necessary.  

 
It is important to emphasize that this is a multi-year process designed 

to improve the resource picture for the entire University, without excessive 
disruption of academic programs.  Base budgets and budget targets will be 
reviewed annually as part of the budget process to determine whether mid-
course corrections are necessary, and, as previously noted, a 
comprehensive review will take place in five years, with more fundamental 
changes possible in base budgets if necessary. 

 
In presenting these numbers, I have identified a range that each 

college should be expected to meet regarding the spread between revenues 
and expenses.  It bears repeating that a formulaic calculation should not be 
the principal determinant of budget allocations under the Academic Plan.  I 
do not intend to drive the balance between formula revenues and formula 
expenses to zero for every college.  There will continue to be cross 
subsidization between colleges when it serves our academic goals. 

 
For example, I expect resource generating programs, such as 

Humanities and SBS, to provide some support to programs such as Arts, 
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Engineering and Mathematical and Physical Sciences.  I expect some of the 
professional programs, such as Optometry, Social Work and Human 
Ecology, to continue to contribute to other programs. 

 
What I hope will be different from current practice is that these cross 

subsidies will be explicit and will be driven by academic need, not 
historical accident.  It is also important to emphasize, again, that rebasing 
is only a part of the new budget process.   Even more significant issues lie 
ahead, including how we create the right incentives, going forward, to 
support the Academic Plan. 

 
Through the Academic Plan, The Ohio State University has initiated 

an ambitious effort to articulate how it can substantially enhance the 
excellence of its academic programs.  The new budget process provides a 
tool that can help us generate more resources where they are needed most -
- but it will also demand more of us all in terms of discipline, focus, and 
thinking in new ways. 

 
I look forward to working with all of you in the months ahead to 

make the goals of the Academic Plan a reality. 
 

c:  Brit Kirwan 
 Brad Moore 
 Alayne Parson 
 Bill Shkurti 
 Lee Walker  
 Vice Provosts 
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Table A 
FY 2000 

Sources and Uses Calculations (in millions) 
General Funds Annual Rate Only 

 
College Total 

Resources 
Net 

Expenses 
Net 

Resources 
- Expenses 

Net as a % 
of 

Resources 
Selective Investment Colleges   
 Engineering $77.7 $83.1 $(5.4) (7.0)% 
 Humanities 76.4 68.2 8.2 10.8 
 Law 9.1 9.6 (0.5) (5.6) 
 Math & Phys. Sciences 76.9 80.9 (4.0) (5.2) 
 Medicine and Public Health 62.2 58.8 3.4 5.4 
 SBS 72.1 67.3 4.8 6.6 
Traditional Core Colleges   
 Arts  30.4 31.5  (1.1) (3.6) 
 Biological Sciences 34.6 32.3 2.3 6.8 
 Business 25.5 27.5 (2.0) (8.0) 
 Education 37.0 38.7 (1.7) (4.6) 
 FAES 28.2 28.8 (0.6) (2.2) 
Professional Colleges   
 Dentistry 17.4 21.2 (3.8) (21.8) 
 Human Ecology 11.4 9.9 1.4 12.7 
 Nursing 5.8 6.7 (0.9) (16.3) 
 Optometry 6.3 4.9 1.4 22.4 
 Pharmacy 9.4 10.9 (1.5) (16.3) 
 Social Work 7.3 5.9 1.4 18.8 
       Veterinary Medicine 24.1 22.4    1.7 7.2 

Grand Total 611.8 608.7 3.1 0.5 
 

This methodology is based on a specific set of modeling assumptions that 
represent one way to compare budgeted resources and commitments.  It 
does not represent actual expenditures or revenue.  It does not reflect a 
conclusion by the University or any of its parts on the appropriate level of 
funding for a college. 
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Table B 
Proposed Base Budget Changes 

FY 2002 - FY 2007 
General Funds Only 

Relative to the FY00 Formula 
 

College Current Financial 
Status1 

Five-Year Changes2 
in terms of FY00 

Formula 
Selective Investment Colleges   
 Engineering 7.0% transfer to no change 
 Humanities 10.8 % transfer from reduce to between 7.5% 

and 5% 
 Law 5.6% transfer to no change 
 MAPS 5.2% transfer to no change 
 Medicine and Public Health 5.4% transfer from reduce to 0% 
 SBS 6.6% transfer from reduce to 5% 
Traditional Core Colleges   
 Arts 3.5% transfer to no change 
 Biological Sciences 6.8% transfer from reduce to 5% 
 Business 8.0% transfer to reduce to 0% 
 Education  4.6% transfer to no change 
 FAES 2.2% transfer to no change 
Professional Colleges   
 Dentistry 21.8% transfer to reduce to 10-15% 
 Human Ecology 12.7% transfer from reduce to 10% 
 Nursing 16.3% transfer to reduce to 10-15% 
 Optometry 22.4% transfer from reduce to 15% 
 Pharmacy 16.3% transfer to reduce to 10-15% 
 Social Work 18.8% transfer from reduce to 15% 
 Veterinary Medicine 7.2% transfer from no change 

 
Note: This table addresses General Funds base budgets only, not other resources.  These 
figures are based on a snapshot of FY 2000 base budgets and are subject to annual review 
and adjustment based on college performance in relationship to the FY 2000 base and the 
Academic Plan.

                                                           
1 resources minus expenditures in FY 2000 as a % of resources. 
2 Projected difference by 2007.  Base budget only. 
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