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Subject: Budget Restructuring V

Date: October 16, 1997

From: Edward J. Ray
William J. Shkurti

To: E. Gordon Gee
Richard Sisson

The purpose of this memo is to provide you with an update on the budget
restructuring effort and to outline the steps for the remainder of the 1997-98 academic
year.  This memorandum is a follow up to the four memoranda we sent to you previously,
the most recent being dated February 27, 1997 (Budget Restructuring IV).   All four
documents are available electronically, along with other budget restructuring materials, at
the Office of Finance web site under “Key Budget Policy Documents/Budget
Restructuring”.

We have used a short question and answer format for this document, similar to the
one used for Budget Restructuring IV. We have repeated in summary form answers to the
most fundamental questions which have been addressed in previous memos.  We have
devoted the bulk of our effort to describing the work of the three advisory committees
and have added new questions addressing the impact of President Gee’s departure and
budget restructuring experiences at peer institutions.

1.  Why do this at all?

As the University seeks to raise its academic performance to a higher level, it
must have a resource allocation process that supports that goal as effectively as possible.
While the current historically based budget process has some clear strengths, it is not
sufficiently explicit or flexible to reward the improvements in instruction, scholarship and
public service necessary to achieve our academic goals.

2.  What does the budget restructuring process mean for the University?  How will we
know the University will benefit?

The purpose of this budget review process is to assess whether or not we can
develop a budget structure that is more consistent with our values.  This effort is not
about a catchy title or an ideological crusade.  Instead, it is about being open to changes
in our budget process that more directly support our strategic goals in ways that make
sense for Ohio State.  If benefits to the University are not apparent, we will not make
changes.  If we are successful at this effort, it will provide the University with a
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comparative advantage in allocating resources, which will enable us to respond much
more quickly and strategically than other universities to changes in our external
environment.

We will know the Budget Restructuring Process is successful when we achieve a
budget and resource allocation structure that aligns with the following academic goals:

• High quality academic programs, including improved undergraduate teaching
and strong research and graduate programs.  This includes an environment
supportive of interdisciplinary efforts.

• An improved learning experience for our students both inside and outside the
formal classroom setting.  This includes a more diverse campus.

• An improved resource base in support of our academic goals.  This includes
more engagement with the community in support of our public service
mission and provision of efficient and high quality services from academic
support units.

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

 In our February 27, 1997 memo (Budget Restructuring IV), we outlined the
charges and membership for three advisory committees appointed by the Provost and
consisting of faculty, staff and students.  The advisory groups and their respective Chairs
are:

• Revenue Generation - Paul Beck, Professor and Chair, Department of Political
Science

• Cost Allocation - Bob Gustafson, Professor and Chair,  Department of Food,
Agricultural and Biological Engineering

• Central Distribution - Larry Tomassini, Professor and Chair, Department of
Accounting and Management Information Systems

All three of these committees have been meeting regularly since March.  Their
initial efforts were directed at collecting information and making sure all members were
familiar with the main issues confronting the committees.  Over the Spring and Summer,
each of the three committees worked on drafting a set of general principles and
unresolved issues which are attached to this document.  These draft principles will form
the starting point for the campus discussion this Fall.

4.  Who will be consulted?

The three advisory committees will consult with the appropriate Senate
Committees and other groups as appropriate, including but not limited to the President's
Executive Committee, Council of Deans, Senate Fiscal Committee, Council on Academic
Affairs, Senate Ad Hoc Committee on Budget Restructuring, Senate Steering Committee,
Senate Research Committee, Staff Advisory Committee and Department Chairs.
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In addition, the two of us co-Chair the Budget Restructuring Coordinating
Committee.  This committee consists of the Chairs of the three budget restructuring
advisory committees mentioned earlier, plus Dan Farrell (Chair of the Senate’s Ad Hoc
Budget Restructuring Committee), Beth Sullivan (Chair of the Council on Academic
Affairs) and Harry Allen (Representing the Senate Fiscal Committee).  This group is
primarily concerned with process, making sure efforts are coordinated and that
appropriate consultation is occurring.

5.  Who will make the decisions?

Ultimate financial responsibility for the University rests with the Board of
Trustees, who in turn delegate day-to-day financial accountability to the President and his
administrative team, which includes the Provost.  The outcome of this consultation
process will be a set of recommendations presented to the OSU Board of Trustees by the
President and the Provost.  The President and Provost will want appropriate consultations
to take place.  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.

In addition to these specific steps, there are some other 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 important.  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.
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No set of budget guidelines or formulas can substitute for responsible University
leadership in choosing among competing priorities for the allocation of scarce resources.
A restructured budget process should assist in making those decisions and in assuring
accountability for those decisions.

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 in 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.

Over the next several months, 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 the second draft of the
Academic Plan.  We expect discussion of these documents to continue over the remainder
of the 1997-98 academic year.  We do not feel these discussions need 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 will be the impact of the change in presidential leadership?

We will all miss President Gee’s leadership; however, this project is a University-
wide initiative and is expected to continue as planned.  The Board of Trustees is aware of
this effort and will work with the Presidential Search Committee to insure potential
candidates are familiar with it as well.

The process will continue as planned.  Since the new President will likely be
selected before final recommendations are adopted, there will be ample opportunity for
appropriate dialogue as the process moves forward.

8.  What is going on at other institutions?

As you know, Indiana University has had a budget system called RCM
(Responsibility Centered Management) for quite some time.  The University of Michigan
embarked on a system called Value Centered Management last July.  Although there have
been a number of personnel changes over the last year (including President, Provost and
Chief Financial Officer), the University of Michigan appears to still be committed to
Value Centered Management in some form.  Budget restructuring efforts are also
underway at Illinois-Champaign-Urbana and the University of Minnesota.

All of these efforts have had mixed reviews.  The budget restructuring advisory
committees and the Senate Ad Hoc Committee on Budget Restructuring will be
conducting their own reviews of these efforts at other universities over the coming year.
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9.  What happens next?

We plan to use the beginning of Fall Quarter to update the campus on what has
transpired over the last six months.  We will use the rest of Fall Quarter as a time for the
various advisory committees to consult across campus and with each other, as
appropriate, consistent with each of the three committees completing preliminary reports
by the end of Fall Quarter.

Winter Quarter will be used to begin to integrate recommendations, resolve
overlapping issues and conduct additional consultations.  Based on the progress of these
discussions, the two of us will prepare a set of draft recommendations on what should be
done in FY 1999 and succeeding years.  These recommendations will be shared in draft
form across campus for reaction and discussion during the first half of Spring Quarter.
These recommendations may or may not involve widespread changes in FY 1999,
depending on the timing and outcome of the consultations.  Hopefully, out of that process
a set of recommendations will emerge that has widespread campus support and can be
brought forward to the President, Provost and the OSU Board of Trustees at the
appropriate time.

10.  How will progress be monitored?

No budget process, no matter how well conceived, will serve the University’s
academic goals if it remains static.  Therefore a monitoring and adjustment mechanism
must be built into the system to make sure the process is regularly revised and renewed.
To be successful, this process must include accountability for senior administrators and
widespread participation by faculty, staff and students.

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

c: Ad Hoc Committee on Budget Restructuring
Council of Deans
Executive Committee
Senate Fiscal Committee
Eric Kunz
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Attachments to Budget Restructuring V

Attached are updates from each of the three budget restructuring advisory
committees on their work so far.  The three advisory committees are: Revenue
Generation, Cost Allocation, and Central Distribution.  These updates include a
discussion of general principles and issues to be addressed.  Please keep in mind these
documents reflect preliminary discussions and do not represent a final report.
Committee recommendations will not be finalized until after extensive discussion,
consultation and deliberation.

The Revenue Generation Advisory Committee is charged with examining the
issues involving revenue generation by academic units and to make recommendations on
the principles that should guide the University’s revenue allocation process, including
how to create an incentive structure for revenue generation that enhances the quality and
integrity of our academic programs.

The Cost Allocation Advisory Committee is charged with examining issues
involved in cost allocation to all units, including how to create an incentive structure for
cost management that ensures that high quality support services are provided as
efficiently and effectively as possible.

The Central Distribution Advisory Committee is charged with examining the
issues related to university-wide goals, including the appropriate relationship between the
university’s strategic goals and the budget process and mechanisms for assuring that
university-wide goals are supported in the form of high quality teaching, scholarship and
public service, including interdisciplinary efforts.

Detailed copies of these charges are included as part of Budget Restructuring IV,
dated 2/27/97, which is available on the Office of Finance web site.

In addition to the three special advisory committees charged by the Provost, other
elements of the university community and the governance structure will be extensively
involved in all consultations and discussions.  These include, but are not necessarily
limited to the Council on Academic Affairs which is responsible for assuring the quality
of academic offerings, the Senate Fiscal Committee which advises the President on all
budget matters, and the Senate Ad Hoc Committee on Budget Restructuring which was
created by the Senate specifically to monitor the budget restructuring process and to
make recommendations to the Senate.


