
Subject: Budget Restructuring IV

Date: February 27, 1997

From: Ed Ray
Bill Shkurti

To: President Gee
Provost Sisson

The purpose of this memo is to provide an update regarding the budget restructuring
effort and to outline next steps for FY 97 and FY 98.  This memorandum is a follow up to the
three memoranda on budget restructuring we sent you previously.  The most recent of these was
issued on October 30, 1996.  We begin by summarizing why we are going through the process
and what it means in terms of possible changes in the management of resources at Ohio State.
We then outline the process and timetable for the rest of the next two academic years.

1.  Why do this at all?

The ongoing effort to review and consider possible significant changes in the budget
process at Ohio State should be viewed in the broader context of our comprehensive effort to
restructure programs and redirect resources to more effectively address our institutional mission:
“The attainment of international distinction in education, scholarship and public service.”  The
way we allocate and manage budgets should be consistent with our three major goals of
improving the academic product, enhancing the student experience and promoting fiscal growth.

The current budget process has strengths worth maintaining.  We track budget surpluses
and deficits and manage them in the colleges and support units where they occur.  Our tendency
to change budgets only modestly at the margin provides financial stability for planning purposes
to Deans, Chairs and Directors.  But, there are deficiencies in the way we allocate resources that
undermine our ability to direct our energies toward our mission and achieving our specific goals.

Too many innovations are not appropriately rewarded.  Since distributed budgets are
historically set, faculty efforts such as creating new courses, increasing honors course offerings,
or recruiting and retaining undergraduate and graduate students, compete with current local uses
of funds and often are discouraged.  At the same time, since distributed budgets change only
modestly from year to year, shifting costs to other units is often rewarded.  Programs that
eliminate survey courses needed by other programs or decrease admission to their majors rarely
lose funding and programs that must pick up additional instructional and advising costs often do
not get additional resources to do the work.
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2.  What does the budget restructuring process mean for the University?  How do we know the
University will benefit?

The purpose of the budget review process is to assess whether or not we can develop a
budget structure that is more consistent with our values.  Less politely, we want to try to put our
money where our mouth is.  More politely, we want to make resource flows match our rhetoric
about what is important.  If we want to recruit and retain more high ability students, funding
should flow toward units that attract and graduate increased numbers of high ability students.  If
we want an increase in the number and array of honors course offerings, funding should flow
toward units that expand and enhance such offerings.

In short, this exercise is an effort to improve the budget process.  We want to encourage
innovations that support our institutional values and discourage cost shifting.  We want to better
use the budget process to advance our values and help us to attain our mission.  We want better
information on the impact of financial decisions.  This effort is not about making money for its
own sake, it is about providing incentives and managing resources to improve the quality of the
academic product, enhance the student experience and promote fiscal growth.  We believe that
this effort will benefit the University because we will only make changes in the budget structure
that will help us perform better with regard to these goals.

This effort is not a religious movement or ideological crusade.  This effort is not about a
catchy title RCM, or RBB, or VCM, or IBB.  This effort is about being open to possibly
dramatic changes in budgeting that meet our needs and are implemented when and in ways that
make sense for Ohio State.

3.  What is the role of the various advisory committees?

In our October 17, 1996 memo to you we proposed that in addition to the Oversight
Committee on Budget Restructuring appointed by the Senate Steering Committee, three advisory
committees be appointed to advise us regarding possible changes in the budget process.  Each
group will consist of 10-12 individuals, with a faculty chair and majority, along with staff and
student representation.  Establishment of these advisory committees has received widespread
support across campus.

The Revenue Generation Advisory Committee will be asked to address questions related
to revenue generation, such as:

• How do we create an incentive structure for revenue generation that enhances the
quality of academic programs and protects the integrity of these programs, while
assuring that student needs are addressed?  How should quality be measured for this
purpose?

• How do we create an incentive structure that encourages quality efforts in research
and public service?
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The Cost Allocation Advisory Committee will be asked to address questions related to
cost allocation, such as:

• How do we assure the appropriate support services are provided and that they reflect
academic needs?

• How should incentives be structured to encourage support units to provide services
most efficiently?

The Central Distribution Advisory Committee will be asked to address questions related
to university-wide initiatives, responsibilities and accountability, such as:

• What is the appropriate relationship between academic planning, academic priorities,
academic programs and the budget process?

• What university-wide mechanisms are appropriate for quality assurance and for
monitoring entrepreneurial activities to insure these activities are consistent with
university-wide goals?

We are pleased with the response from the campus in providing faculty, staff and student
volunteers for these committees.  These committees have now been appointed and charged.  A
copy of the roster and charge for each committee is attached.

4.  Who else will be consulted?

The advisory committees will consult with appropriate Senate Committees and other
groups as appropriate, including but not limited to the Executive Committee, Council of Deans,
Senate Fiscal Committee, Council on Academic Affairs, Ad Hoc Committee on Budget
Restructuring, Steering Committee, Staff Advisory Committee, and Department Chairs.

In addition, we are seeking advice on formation of a small liaison committee that would
include the Chairs of the three advisory groups or their designees and one representative each
from the Ad Hoc Committee on Budget Restructuring, Fiscal Committee and Council on
Academic Affairs.  This group would meet with us periodically to make sure efforts are
coordinated and that appropriate consultation is occurring.

5.  Who will make the decisions?

There have been many questions about how the final decision will be made about
restructuring the budget process.  Although this was addressed in our May 30, 1996 memo, we
feel this is an important issue that deserves further elaboration.  The May 30 memo states that the
outcome of the consultation process will be a set of recommendations presented to the OSU
Board of Trustees in the form of a resolution.  Anything presented to the Board of Trustees must
first be approved by the President and the Provost.  The President and Provost will want
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appropriate consultations to take place before approving anything for presentation to the Board
of Trustees.  The vehicle for these consultations will be a draft proposal prepared by both of us.

We envision the process by which the draft recommendations would be developed as
follows:

1. After the three advisory committees have made their recommendations, these will be
shared with the Executive Committee, Council of Deans, and appropriate Senate
committees including the Ad Hoc Committee on Budget Restructuring, Senate Fiscal
Committee and Council on Academic Affairs for their comments.

2. We will then develop a draft set of recommendations, which we will in turn share with
all of the above before it is submitted to the President and Provost for their review.
The President and Provost, after consultation with the University senior leadership
group, including the vice presidents and deans, may want to allow a specified time
period for additional comments before submitting their final recommendations to the
Board of Trustees.

It is clear now that an implementation date of July 1, 1997 is too ambitious because it will
not allow sufficient time for consultation, although some interim measures, including alternative
budget displays or shadow budgets may be implemented as early as July 1, 1998.

In addition to these specific steps, there are some additional points we would like to
stress about process:

• This is a large and complex undertaking.  It will take time to do it right and it is likely
we will need to proceed in phases.

• Extensive consultations are both necessary and desirable.  Consensus on broad
principles will be helpful.  Unanimous agreement on all the details is not a
requirement.

• Open sharing of information is essential to useful consultations.  All information
developed in conjunction with this effort will be shared with the University
community.

• No set of budget guidelines or formulas can substitute for responsible University
leadership in choosing among competing goods for the allocation of scarce resources.

6.  How does this relate to the academic plan?

One of the most frequently asked questions is how budget restructuring will relate to the
goals and values of the academic plan.  The best statement of academic goals of the institution is
the Functional Mission Statement which was approved by the OSU Board of Trustees in March,
1994.  This statement establishes 18 identifiable objectives in five functional areas related to the
University Mission and Vision Statement.
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Over the next several weeks, two more elements of the academic plan will be shared with
the campus community in draft form.  One is a set of strategic indicators drawn from the
Functional Mission Statement; the other is a first draft of the Academic Plan.  We expect
discussion of these documents to continue over the remainder of the 1996-97 academic year.

We do not feel this discussion needs to be completed before the budget restructuring
process begins, but we do feel the academic planning process and the budget restructuring
process need to move forward in a coordinated and mutually supportive way.

7.   What happens next?

The budget restructuring committees have now begun to meet and will be working
diligently for the next year.  Sources and uses budget statements for each college for FY 1995
and eventually FY 1996, will be broadly distributed during Winter and Spring Quarters for
discussion purposes.  These statements are not budget recommendations, but an aid to
understanding the flow of revenues and expenditures in a broad sense.

The Sources and Uses Statement is intended to provide a base to be modified in
accordance with incentives that sustain our effort to achieve our mission and attain our goals.
This is the first building block in establishing a budget model that will reflect our values and that
serves the University leadership well in its efforts to manage resources.

Final reports from the three advisory committees should be completed by March 1, 1998.
Preliminary reports may be issued before then.  They will be distributed across campus for
discussion before any recommendations are forwarded to the President and Provost for
consideration.

With your approval, we would like to distribute this memorandum broadly across
campus.

c: Eric Kunz
Ad Hoc Committee on Budget Restructuring
Council of Deans
Council on Academic Affairs
Executive Committee
Senate Fiscal Committee

WJS/pme/f:fin/files/bdgIV
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Likely Time Table
1997

January-March Budget Restructuring Committees charged

April-September Committees continue to work
Sources and Uses Statement distributed
Continuing consultations
Review of other universities

October-December Committees complete initial draft recommendations
Continuing consultations

1998

January-March Committees begin to develop final recommendations
Continuing consultations

March-June Committee recommendations
Continuing consultations
Ray/Shkurti first draft circulated
Continuing consultations
Ray/Shkurti recommendations to President and Provost
Continuing consultations
Recommendations to Board of Trustees

July 1, 1998 Implementation of first round of recommendations as 
appropriate
Continuing consultations

Beyond July 1, 1998 Continued implementation in phases, if appropriate
Continuous consultations
Continuous monitoring
Adjustments as appropriate

WJS/pme/f:fin/files/bdgIV


