I. Executive Summary
Introduction

At the request of President Lester A. Lefton, Senior Vice President for Administration David K. Creamer convened a broad-based university committee in November 2006 to study possible new approaches to the university’s budget-planning process.  This request was, in part, a response to the changing expectations of public universities by taxpayers and government; the reality that traditional revenue sources (i.e., state appropriations) no longer provide sufficient funds for fulfilling the multi-faceted missions of today’s public universities; and the resulting need for public universities to proactively identify and generate new revenue sources.  

As recently as 1980, more than 60 percent of Kent State University’s unrestricted general operating budget consisted of state funds.  Today, that figure is less than 28 percent.  As the nation’s public universities receive less state support, they are finding it necessary not only to develop new sources of funding, but to adopt new budget approaches that encourage greater academic planning by colleges, better align financial resources with priorities, and that are consistent with the creative and entrepreneurial activities occurring on university campuses.

An approach that is increasingly being adopted by large universities is Responsibility Center Management (RCM).  RCM is a decentralized approach to budgeting that assigns greater control over resource allocation decisions to deans of colleges or campuses.  The committee was asked to evaluate RCM and other budget approaches it identified as alternatives to the current approach.

Evaluation Process
With an understanding of current fiscal realities and the resulting challenges facing Kent State as it pursues its mission, the Budget Review Committee organized its work around three primary questions:

1. Are there budget refinements or approaches that would be better suited to Kent State University than the current model?
2. Is Responsibility Center Management (RCM) an appropriate budget approach for Kent State University and would such an approach better enable the university to respond to today’s academic and financial issues?

3. If it is determined that RCM is the most feasible approach to budgeting for Kent State University, how should it be implemented? 

Evaluation Criteria
The Budget Review Committee developed criteria for evaluating alternative approaches to budget planning.  The committee determined that in order for a new approach to be appropriate for consideration at Kent State it must: 

· Advance the university’s mission through a greater alignment between financial resource allocation decisions and university priorities;

· Place a premium on program quality and long-term accomplishments rather than short-term financial gains;

· Promote fiscal responsibility and accountability;

· Promote innovative and entrepreneurial activities that are financially viable;

· Preserve high-quality programs central to the university mission that may not be financially self-sufficient;

· Achieve greater transparency in departmental, school, college, campus, and university fiscal decision making;

· Maintain and promote shared governance as established by university policy and the collective bargaining agreement with faculty;

· Provide deans and other academic decision makers with more control and influence over financial resource decisions; and

· Improve the understanding of fiscal matters among faculty and staff.

Conclusions
The Budget Review Committee completed its initial work in December 2006.  Based on its evaluation criteria, the committee determined that RCM is a budget approach with notable advantages compared to the current planning process and merits further consideration as a budget approach for Kent State.

The committee found for example:

· RCM is a highly flexible budget approach that can be adapted to unique circumstances or characteristics of a university;

· RCM is compatible with shared governance values;

· RCM aligns with unit (college and campus) planning; and

· The effectiveness and efficiency of RCM have been demonstrated in university environments similar to Kent State (i.e., large universities where there is a growing dependence on revenue sources other than state support).

No new budget approach alone is the answer to the complex financial issues confronting Kent State, but the Budget Review Committee concluded that RCM has the potential for enabling better resource allocation choices and, in turn, improved accomplishment of university priorities.

While the Budget Review Committee identified many potential benefits, it also recognized that significant changes would be necessary to implement RCM successfully across the university.  For example:  

· New knowledge and skills would be required of deans, other academic administrators, faculty, and staff in the “responsibility centers” created through this approach; 

· Improved planning would be required by each college and campus; 

· A greater understanding of how to use financial, enrollment, and other information for decision-making and planning; 

· Changes in the university’s approach to support services and their funding; and, 

· Greater accountability to accompany the increased responsibility and decision-making authority throughout the university.

University-Wide Communication and Feedback 

The Budget Review Committee stressed that a proposed change of this magnitude must be discussed broadly across the university.  For such consultation to be effective, the university community must be provided: 

· a clear and in-depth explanation of why a change in the university’s budget model is beneficial; 

· the types of issues that a proposed change would try to address; 

· information about how RCM would change roles and responsibilities within the university; and, 

· some of the problems and risks that could accompany such a change.   

The committee prepared this white paper to provide this background to the university community.

The committee will conduct a comprehensive consultation process during February and March 2007 that includes group and open meetings involving all eight campuses and an RCM website http://www.kent.edu/Administration/business_finance/rcm/ through which individual feedback may be communicated.   The Budget Review Committee will continue to meet to compile and share all the feedback that is provided.

Following the consultation and feedback and analysis period, the committee will incorporate what it has learned from the university community and submit its final recommendations to the president in April 2007.  These recommendations are expected to include suggestions about how any budget changes should be implemented and a realistic implementation timeline.  A decision by the president is expected before the end of spring semester 2007.

