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Subject: Budget Restructuring VII

Date: May 21, 1998

From: Edward J. Ray
William J. Shkurti

To: Richard Sisson

The purpose of this memorandum is to provide you with an update on the budget
restructuring process and our draft recommendations for the remainder of the 1997-98
academic year.  This is the seventh in a series of such updates which began in August 1995.
These earlier documents are available along with other budget restructuring materials, at the
Budget Restructuring Web Site (www.cob.ohio-state.edu/~tomassin/brcc/).

This memorandum is intended to address three separate but related topics:

I. Revised reports of the Budget Restructuring Advisory Committees.

II. Preliminary report of the Ad Hoc Senate Oversight Committee on Budget
Restructuring.

III. Draft recommendations for next steps.

I.  Revised Reports of the Budget Restructuring
Advisory Committees

These three committees composed of faculty, staff and students were appointed by the
Provost in January 1997.  They were charged with reviewing a set of questions focused
around a particular area of budget restructuring.  Preliminary reports were issued by each of
these committees in February 1998 for comment.  In response to these comments, they have
now revised their reports and issued a final report to the Provost.  We have summarized these
final reports below.

Revenue Generation - this committee recommended that at the outset all income,
including tuition and State instructional subsidy, be allocated to the college or vice presidential
area generating the income.  The Committee felt that this would result in a system more
understandable and more responsive to academic needs.  However, the Committee also
recognized a need for safeguarding academic quality, support of interdisciplinary programs
and support of worthy programs that do not generate sufficient revenues.  Under this new
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system the primary budget units and OAA would be responsible for preserving high priority
activities by making sure that they are supported at levels beyond the income they can raise
for themselves.

Cost Allocation - this committee recommended that, where feasible, costs be allocated
to colleges and vice presidential units.  An imperative of any revised system should be that
units can clearly understand the cost implications of their decisions and that they face
incentives that are congruent with the values, mission and constraints of the institution.  The
Committee recommends that academic units be allocated costs in a manner that correlates
with their ability to impact or manage the associated costs.  They also recommend a three-
category system of cost allocation.

Central Distribution - this committee discussed the role of Central Administration,
particularly the Office of the Provost, in a system where revenues and costs are more directly
allocated to colleges and vice presidential units as proposed above.  The Committee identified
principles involving central funding in support of University-wide goals, assurance of
academic quality and management of compensation.

The full text of these reports is included in Attachment A.

II.  Preliminary Report of the Ad Hoc Senate Oversight
Committee on Budget Restructuring

The Ad Hoc Senate Oversight Committee on Budget Restructuring was created by the
Senate in the Spring of 1995 to oversee the budget restructuring process.  Its twelve members
include faculty, administration and students. As part of its activities, this committee reviewed
the preliminary recommendations of the three Budget Restructuring Advisory Committees and
issued a comprehensive report in March of 1998.

The Ad Hoc Committee report raised a number of legitimate issues, including ten
items that cut across all three Advisory Committee reports.  We felt these issues were
significant and warranted a comprehensive response from the two of us in addition to the
responses from the individual committees.  This response is included in this document as
Attachment B.

III.  Recommendations

After reviewing the recommendations of the three Advisory Committees, the
comments of the Ad Hoc Committee and other comments we received, we concur with the
recommendation that a comprehensive restructuring of the University's budget system would
greatly enhance the University's ability to achieve its goals in the decade ahead.
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We feel this revised budget process should more explicitly tie resource allocation
decisions to University goals than is true of the current system, particularly with respect to
excellence in learning, scholarship and public service, as well as revenue growth.  However,
we feel that the size and complexity of this institution requires a phased in process of
implementation over time, so that unintended consequences can be managed productively and
changes can be made as necessary without disrupting the academic and academic support
functions of the University.

We have outlined the elements of what we believe the revised system should look like
in Attachment C.  We propose that we use the remainder of Spring Quarter to involve the
campus in discussions of this latest round of recommendations and what the proposed changes
could mean for the University.  Based on the outcome of these discussions, we will submit a
set of recommendations to President Kirwan for his review.  We anticipate that President
Kirwan will want to hear from the various campus constituencies regarding this proposal and
permit the University community to compare and contrast a shadow budget with current
budgets during FY 99.  A decision to implement the new budget system by July 1, 1999
(FY00) would have to be made no later than the Winter Quarter 1999.

We appreciate all the work the Advisory Committees and the Ad Hoc Committee have
done on this.  We look forward to lively deliberation on how the University can move ahead.

Attachments: A   Revised Reports of the Advisory Committees
B   Response to the Ad Hoc Committee
C   Elements of the Revised Budget System


