APPENDIX D

Frequently Asked Questions about the

Implementation of RCM
A key to the successful implementation of RCM or any new budget approach is the development of broad organizational principles to guide deliberations and, ultimately, to shape the new system.  With this understanding, the Budget Review Committee identified some of the myriad of implementation issues that will need to be considered when a new budget process is adopted.  This section does not attempt to fully explain or provide answers to all of the questions that have been raised about RCM, a task that would be impossible and premature at this stage of deliberation.  However, through the questions and answers provided below, the committee is sharing examples of key issues that must eventually be addressed.

During February and March 2007, the Budget Review Committee plans to consult widely with key university stakeholders about the proposed implementation of RCM at Kent State University.  An RCM Website (http://www.kent.edu/Administration/business_finance/rcm/) has been launched to share information and to collect input to the committee.  Members of the university community can send the committee suggestions, comments, and questions through use of this site.

1. How would a new budget model relate to the university’s values and mission?
RCM encourages, and, in fact, requires units to plan their budgets in alignment with the institution’s values and mission.

2. How will the decision to change the university’s budget process be made?

Ultimately, the format of the university’s budget process falls under the president’s administrative authority delegated by the board of trustees.  In a shared governance environment such as Kent State, however, it is imperative that there be broad discussion and input before such a major operational change is decided.  Formation of a broad-based Budget Review Committee, and the consultation it will undertake, are the first steps in informing the decision about a new budget approach.  The committee plans to issue its recommendations to President Lefton by April 2007.  In consultation with appropriate groups and authorities, Dr. Lefton will make the final decision.  
3. How would implementation of an RCM model begin?

As described in Section IV, an RCM system must be based upon an extensive set of agreed-upon definitions, principles, guidelines, policies, and procedures before decentralized management can be implemented.  If the decision is made to transition to an RCM model, a steering committee would be created to develop detailed recommendations for implementation.  The process should be clearly articulated and consistent with the university’s values and system of shared governance.
4. Will implementation of a new budget model automatically create new dollars for allocation? 
No.  The university’s budget process in and of itself does not create new money.  It is well documented, however, that the design of an institution’s budgeting methodology can improve resource allocation and decision making, ultimately resulting in more effective and efficient use of existing resources and generation of new dollars.

5. How would RCM change the roles and responsibilities of deans and other academic administrators? 

The roles and responsibilities of deans and chairs would change significantly under RCM or some other decentralized budget model.  Through their revenue generation and resource allocation decisions, deans and chairs would bear primary responsibility and accountability for developing and achieving the academic plans and budgets for their units.  

6. What knowledge and skills would be required of deans and other academic administrators in this new environment?

Given the extent of decentralized decision-making in the new environment, deans and all academic administrators would have to have a keener sense of enrollment patterns and other revenue indicators as they develop academic plans and budgets for their colleges and campuses.  Deans would also require more information about the revenue-generating potential and cost of all programs.  The analysis of this information would also have to consider the impact on program quality for any decisions. 
7. How would the role and expectations of faculty change under RCM?

The traditional role and responsibilities of faculty will not change solely because of the format of the university’s budget model.  However, it is expected that the increased role for deans and chairs in decision making will also expand the role of faculty consultation in these decisions and require a better understanding of the issues central to these decisions by faculty.
8. How would the role and expectations of academic staff change under RCM?

For deans and other academic leaders to effectively accomplish these new expectations, support staff in the responsibility centers likely will need to develop knowledge and competencies they may not possess today.  This will include much deeper knowledge of their unit’s cost structure and income stream and fiscal management.

9. How would the Regional Campuses be treated under RCM?
Currently, each regional campus functions as a “revenue/cost center” so, in effect, the regional campus system already follows an approach to budgeting that is very similar to responsibility center management.  Each campus today is a “tub on its own bottom,” with a portion of campus revenues being allocated to support university-wide functions and the regional campus system office.  While there may be some changes in these rules under RCM, the fundamental approach is likely to be similar to what is currently used.  In that respect, this new budgetary system may entail a less dramatic shift for the regional campuses.

10. Will curricular processes be affected by adopting RCM? 
RCM is not intended to reduce or alter decision-making processes used for curricular issues in a college, department, or school, but to increase the role and accountability of deans, chairs, and faculty in decision making.  Collegial debates on issues such as changing enrollment patterns, program costs, and other financial considerations would be expected as a result of a college’s increased responsibility for resource allocation decisions.  Thus, while the curricular process itself will not change, curricular discussions likely will include more dimensions than are considered today.

11. How would revenues for LER courses be distributed?
Usually, in an RCM system there is a shared benefit between the college in which a student is majoring and a college delivering a general education course.  This ensures that both colleges are funded for the services provided to students in the early stages of their academic programs and have a financial interest in meeting the needs of these students.

12. Would RCM increase internal competition for students? 
Students already move among colleges and campuses depending upon their interests, program availability, family and financial responsibilities, and a host of other factors. Academic advising or any other strategies by a college should not change in order to create interests solely for financial purposes rather than the interests of students.  At the same time, helping students to see all of their options can only benefit student decisions and could naturally evolve from the change.  

13. How would RCM affect colleges’ ability to compete externally?
RCM encourages colleges to examine external competition for each academic program.  College decision makers also need to understand why students choose their program, stay in the program, or why they might change majors or leave to attend another institution.  Such information is not intended to force certain decisions but to lead to improved discussions within academic units and better outcomes for students.  The goal of the RCM approach is to improve discussions on a wide range of issues that affect the academic and financial performance of the university and through better information and an improved understanding of issues, enable better decisions about the allocation of financial resources.

14. Can colleges and departments set their own enrollment targets independently?

Capacity is a critical issue for most academic programs and the RCM model does require that colleges understand the “right size” for their programs.  Determining the right size requires an understanding of student interest, external competition, academic and physical resource limitations, and financial realities.   Program size also must be considered within a university context to ensure that collectively the university is sized appropriately for academic and financial success.

15. Will Kent State continue to subsidize academic programs that do not have the ability to be self-supporting?  By what criteria will this be determined?

The RCM model includes the concept of subvention, which provides central support for programs that cannot generate sufficient income to cover their costs.  Subvention decisions will likely be made for a variety of reasons, including the high cost of a program that is a priority of the university, desire to enhance the quality of a program beyond the financial resources it generates and assisting in the development of a new program or initiative.  However, there are financial limits on how much subvention can occur.  One of the benefits of the RCM approach is that these issues are more transparent, making decisions about subvention clear when they are made.  Most colleges will likely have a mix of academic programs that are financially successful and unsuccessful.  Finding the right balance is not easily determined and can only come from more discussion and an improved understanding of the issues.

16. Does the implementation of RCM mean that responsibility centers have complete autonomy?
No.  While deans would have more authority in an RCM environment, planning and decision-making by colleges and campuses will still need to be congruent with university-wide priorities and goals.  As a public university, Kent State also is bound by many rules and regulations, and deans will have to comply with them when they are applicable to the decisions being made.

17. Is RCM consistent with the state-regulated environment in Ohio?
Ohio’s funding formula is very consistent with RCM philosophy and would accommodate the allocation of state appropriations better than could occur for most public universities in other states.  The distribution of state challenge funds also must be addressed in the development of an RCM system at Kent State.  Challenge funds (Success, Access, and Research Challenge) were established to reward those universities or campuses that demonstrate progress toward articulated state goals (e.g., success challenge grants are awarded based on the number of at-risk students graduating and the number of students graduating on a timely basis).  In developing revenue-generating strategies, colleges and campuses will need to determine how to maximize their earnings from these initiatives.  In short, RCM does appear to better position Kent State to accomplish new revenue generation, which is the greatest safeguard against declining state support.

18. How will service and support areas be impacted by RCM?
As is the case with colleges and campuses,  all support areas will face greater accountability under the RCM model.  Under an RCM system, models and formulae must be developed to determine how the costs of central support services are to be allocated to the responsibility centers.  This can be done through very complicated or simple approaches, depending on the intended incentive.  No matter what approach is utilized, it is expected that such service unit costs will be subjected to increased benchmarking relative to their costs and performance.  It is also expected that deans and faculty will have a greater role in determining the appropriateness or necessity of these costs.  As is true for college/campus costs, increased discussion and scrutiny of support service costs should improve future decision making, leading to greater service, efficiency and results from these services.

19. How will RCM affect auxiliary enterprises such as Residence Services, Dining Services, or Intercollegiate Athletics?
These operations already operate as centers that must balance revenues and expenses.  However, changes in cost allocation could result as these approaches are developed and refined for academic responsibility centers.
20. How will facility and construction costs be handled under RCM?

The RCM model addresses facility and constructions costs in a variety of ways.  These costs could remain centralized and not be charged directly to a college.  Or, in a highly decentralized approach, space could be assigned to a college that is then responsible for all costs associated with maintaining that space, including renovations and utilities.  Most RCM institutions develop a methodology that is some combination of the centralized and decentralized methods depending on institutional goals.

21. Will funding for college and regional campus priorities be assured as greater control over financial resources is shifted to deans?
No.  While it is expected that better decisions will be made regarding the allocation of financial resources, much of the university community also will gain a greater appreciation for the difficult trade-offs with today’s choices.  Finding the best resource allocation mix is not easy, whether it is the right amount of support services or the appropriate emphasis on program quality.  However, an improved discussion and understanding of the issues can only benefit the decision making and eventual outcomes.

