APPENDIX C
Comparison between Incremental and RCM Budgeting

	
	Incremental Budgeting

(current model)
	Responsibility Center Budgeting 

(proposed model)

	University revenues are…
	deposited in a central pool (i.e., university general fund); a central authority determines how much will be budgeted for each individual unit.
	allocated directly to the earning unit; some portion of the unit’s earnings are “taxed” to support overhead costs for the entire university.

	Relationship between earned revenues and expenditures are…
	variable – while overall university earnings and expenditures must be in balance, the relationship between earnings and expenditures will vary for individual units.
	highly correlated – each unit must try to maintain a balance between its earnings and expenditures; some units may need to be “subsidized” for limited periods of time.

	Strategic planning…
	currently focuses on broad-based, generally stated goals; usually, extra resources must be identified to fund new goals/projects.
	will continue, but deans and other decision makers will need to integrate fiscal issues more directly into their planning strategies.

	Resource allocation decisions are based primarily upon…
	the availability of new incremental resources at the university level; allocations are determined by a central authority (i.e., president, executive officers, etc.) based upon perceived needs; generally, there is a lag between needs and available resources.
	the availability of resources at the unit level; allocations are determined by deans in consultation with faculty and staff; since decisions are made closer to the unit impacted by the decision, units will have more flexibility to respond to immediate needs.

	Shared governance…
	is based upon the CBA and the Faculty Senate Charter which requires consultation with faculty advisory bodies at department, school, college, campus, and university levels on a wide range of issues, including resource allocations.
	would continue under its current structure but greater emphasis would be shifted to consultation at department, school, college, and campus levels; at the university level, there would be the need for an effective budget advisory body that would address issues such as:  What are the appropriate cost-sharing parameters for overhead needs?  What criteria should be used for determining which units/programs will be subsidized and for how long?



	Academic program planning
	Currently, budget allocations follow the curricular review process which is built upon curricular review bodies at various levels within the university; the process requires that there be “encroachment” checks before sending forward new or revised courses, programs, etc.
	Under RCM, the current curricular review structure would be maintained but there would be greater discussion about the fiscal impact of proposed curricular changes on related (potentially competing) programs; in some cases, the provost’s office may need to intervene to ensure that academic standards are maintained.

	Data/information needs are…
	minimal – the current process requires only minimal data for budgetary decision-making; managers monitor expenditures to make sure that they do not overspend.
	comprehensive – RCM will require that units receive regular updates on enrollment trends and revenue generation; managers will need to monitor trends in enrollments, overall income, and expenditures much more closely.


