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Presenter
Presentation Notes
The current budget model has evolved over the last eight years
The model is designed to:	
To the extent possible, protect the academic core
Align revenue with costs
Move decisions as close as possible to the place where the impact will be felt
Decentralize responsibility accompanied by increased accountability
Provide for transparency in budgeting
The budget model is a hybrid, it contains elements of:
Responsibility centered management
Performance budgeting
Incremental budgeting
Performance budgeting


1)

University of lllinois at Chicago
Revenue by Fund

Millions

$2,000 ~

$1,800

$1,600

$1,400

$1,200

$1,000

$800

$600

$400

$200

$0

1990 1991 1992 1993 1994 1995 1996 1997 1998 1999 2000 2001 2002 2003 2004 2005 2006 2007 2008 2009 201
Fiscal Year

B Self-Supporting

W [nstitutional
Funds

Grants &
Contracts

m Gifts &
Endowment

Income Fund

EGRF



Presenter
Presentation Notes
Since 1990:

Self supporting funds (Hospital and MSP), grants and contracts, and tuition (income fund) are the big growth areas.

State appropriation has lagged and declined in recent years


State Support Per Tuition Dollar
FY 1970 to FY 2011
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Presenter
Presentation Notes
In 1970 there were almost 13 dollars of State funding for every one dollar of tuition
In 2010, there was 80 cents of State funding for every one dollar of tuition
In the State of Illinois, the burden of paying for a University of Illinois education has shifted from the taxpayer to the student and their family.
A U of I education has gone from being a public good to being a private good


University of lllinois at Chicago
Revenue Sources

Growth Percentages

FY 2002 (IO FY 2010
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Income Fund
Income Fund $93.9M $235.8M

\&_

$1,1149.6M $1,807.3M



Presenter
Presentation Notes
Self supporting activities grew, largely because of the hospital and the increase in health care costs.  There has also been significant growth (form a tiny base) across campus in instructional and non-instructional self-supporting activities, e.g., Asia MBA, Pathology laboratory, Horse urine testing facility , technology centers, etc.

Gift and endowment income has grown, but has a long way to go

Grants and contracts have grown, driven by NIH growth, but ahead of the curve

Institutional funds, largely ICR and Administrative allowance, have grown and remain the predominant source of flexible funds.

Tuition has grown, significantly, to offset declines in state appropriations (GRF)



UIC Unrestricted Funds Budget

FY?2002 FY?2010
Revenue Revenue
ICR $60.4M

Admin Allowance $20.1M
Royalties $6.5M

ICR $47.9M

Admin Allowance $9.4M

Income Fund
Income Fund $93.9M $235.8M

$498.4M $611.8M


Presenter
Presentation Notes
Focus on the unrestricted budget – one way of thinking about this is that this is the money available to “run the university”.

In nominal dollars (the dollars of the day) the growth in tuition was sufficient to offset the decline in the State appropriation (GRF)


EJAdjusted for inflation, UIC’s unrestricted budget
decreased as compared to FY2002

UIC Unrestricted Funds Budget

(Constant Dollars)

FY2002 FY2010
Revenue Revenue
ICR $47.9M
Admin Allowance $9.4M
" Rovales$asm
ICR $45.6M
Income Fund $93.9M Admin Allowance $15.2M
' ~ Royaessaom
Income Fund
$177.9M

$498.4M $461.8M


Presenter
Presentation Notes
When adjusting for price changes (i.e., in constant dollars), it is evident that the growth in tuition did not offset the GRF decreases, so that the overall unrestricted funds budget declined.


=
UIC's Budget
$1,648M

Administration & Academic Support Hospital Medicine
$159M $506M $422M

Basic & Clinical Research

Eastside Colleges
$220M

Other Health Colleges
$213M

Auxiliaries, Athletics & Financial Aid
$128M

Public Health

- - Income Fund - - State Appropriation - - Self-Supporting - Grants/Contracts, Gifts &
($239M) ($197M) ($842M) Institutional ($370M)

Source: FY 2010 Budget Summary for Operations, excluding Campus General, Utilities, VC Health Afrs and Division of Spec Care for Children.
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Presentation Notes
In his graphic, the area of each rectangle, is proportional to the size of the units’ budget.  The colors represent the funding source: Blue is tuition, Red is GRF, Green is revenue generated from self-supporting activities and Gold is revenue from grants and contracts
The graphic illustrates several important characteristics of UIC, including
There are two very large units, whose activity dwarf all others, representing more than half of the total campus budget
Each unit has its own unique funding mix
Because of these difference, we have to be very sensitive to how budget decisions can have a differential impact across units – one size doesn’t fit all.
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Presentation Notes
Three colleges were selected to illustrate the variation in funding structure and consequently differential impact of budget decisions.
The College of Dentistry and Dental Clinics are funded by a combination of State funding (GRF), tuition revenue and patient revenue (the green area on Dentistry rectangle) .   The clinics are an integral part of the instructional program of the college as that is where the undergraduate dental students receive their training .  The clinics function in many ways as if there were a hospital imbedded within the college.  Clinical activities cannot be separated from instructional activities..  This is not much different than the situation faced by the colleges of Pharmacy and Medicine, but in those cases the clinical activities take place in another budget entity.
The School of Public Health represents a different funding arrangement.  SPH generates very little tuition and has a large amount of GRF relative to tuition.  However, the GRF investment leverages grant and contract spending at approximately a seven to one ratio.  The grant and contract revenue allows the SPH to support a larger faculty complement they could on tuition and GRF alone.  In the SPH, the research and service activities cannot be separated from the instructional activities.
The College of Liberal Arts and Science represents yet a third funding structure.  LAS generates a large amount of tuition revenue relative to the investment of GRF.  By tying tuition revenue to instructional demand we have been able to accommodate, at least at the margin, increases in the number of students.


Budget Models

 Program Budgeting — attempts to link
nlanning process to resource allocation

* Incremental Budgeting - focuses on
percentage adjustments to eX|st|n%_
base budgets rather than on specific

priorities

» Responsibility Centered Management
— treats individual units and programs
as revenue and cost center

 Performance Budgeting — institutional
objectives are used to justify a portion of

the base budget or incremental revenue



Presenter
Presentation Notes
Concepts from Larry Goldstein, College and University Budgeting, 2005, published by NACUBO

Discuss models:

Program budgeting approaches include ZBB and MBO and block budgeting.
The advantage of Program Budgeting is that it lets you achieve targeted objectives.  The disadvantage is that it constrains local management.  What a budget officer does not want is a very detailed line-item budget.

The advantage of Incremental Budgeting  is that it is easy to understand and because it treats units equally, it appears equitable.   The disadvantage of Incremental Budgeting is that it ignores the base, where majority of money resides.

The advantage of Responsibility Centered Management (RCM) is that it channels the money to where the costs are.  However, the disadvantage is if there is no source of funding, the unit withers.

The advantage of Performance budgeting is that it uses financial incentives to achieve institutional priorities and moves the institution in the “desired” direction.  The disadvantage is that it makes it harder for those units which need improvement to improve – the strong get stronger and the weak wither, regardless of institutional need.

The best budgeting strategy matches the institutional culture and the management style of the leadership.  UIC has been moving in the direction of RCM in order to line up revenues and expenses and provide for more localized decision making.


Goals for the tuition distribution model

e Designed to provide greater transparency In
budgeting

* Tie revenue more closely to the effort that
generated the revenue — in this case,
Instructional effort and enrollment levels

« Eventually, all credit instruction (regular, summer
session, continuing education, external
education) on the same budgetary footing
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Presentation Notes
Started with the arrival of Provost Michael Tanner, tuition increase dollars were distributed based on undergraduate SCH and graduate and professional headcount.

Starting FY 2008 a new tuition distribution policy was put into place.  

The first step was to recast existing budgets (not change the size) into tuition and state appropriations.

The new model attributes 75% of undergraduate base and differential and graduate base tuition and 85% of graduate differential and professional tuition to the colleges.  The remainder of their budgets will be considered state appropriation.

As a consequence, changes in enrollment (i.e., volume)  as well as changes in tuition rates (price) result in changes in budgets.  





Tuition Distribution Methodology

Base Differential

Undergraduate 80% student credit hour, headcount
20% headcount

Graduate headcount* headcount
Professional headcount
Campus Holdback
Undergraduate 25% 25%
Graduate 25% 15%
Professional 15%

*Distribution of graduate base tuition adjusted for service courses at $100 per student credit hour



Presenter
Presentation Notes
The Table describes the process used to distribute the tuition

Lessons learned:

It became very clear to units as a result of the tuition distribution policy that (Frank’s second law applied) if we don’t collect tuition revenue, we cannot distribute it.  Consequently much more attention was given to graduate tuition waivers.

We are finding that under the conditions we face today, i.e., minimal or no increases in the State appropriation (GRF), the 75%/25% and 85%/15% does not adequately fund the non-tuition generating units.


Comparison of State Appropriations and Tuition Revenue
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Presenter
Presentation Notes
The UIC budget model attributes tuition revenue to the colleges based on a combination of SCH and headcount enrollment at the undergraduate level and net tuition generated at the graduate and professional level.  The campus holds back (i.e., taxes) tuition at the rate of 25% for undergraduate base and differential and graduate base tuition and 15% for graduate differential and professional tuition.
As the graphs demonstrate, the General Campus colleges generate a much larger share of their budgets through tuition.  The high cost of health professional education requires a greater GRF subsidy than the General Campus colleges, even in face of very high professional tuition rates – the colleges of Medicine and Dentistry both have among the highest tuition rates for public universities in the U.S.
The challenge is that we are not adequately funded to meet the needs of the large number of health professionals educated by UIC.
While the tuition distribution process does not address the underfunding problem, it has gone a long way to address course availability problems that existed in the past.


Fine tuning the model...

 Resolved issues e Qutstanding issues
— GA tuition remission — Employee waivers
— Grad service courses — Differential waivers
— RA tuition remission — Campus hold-back

— Summer Session



Presenter
Presentation Notes
Most of the issues that have arisen are related to graduate and professional tuition revenue.

At the undergraduate level, since the distribution is done on an aggregate (averaging) basis there has been less controversy.  However, we can anticipate several issues arising – e.g., non-resident students and summer session.  Most of the questions regarding undergraduate tuition have come from small colleges.


“UIC returns more tuition revenue to students in
financial aid than its sister campuses

University of lllinois Financial Aid Expense
as % of tuition revenue
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We allow admissible Pell-eligible students to attend UIC even though
they cannot afford our tuition and fee increases. Maintaining access

m to excellence requires a commitment to institutional aid.
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In order to ensure diversity, UIC has a financial aid policy that provides all Pell eligible student with a combination of Federal (Pell), State (MAP) and institutional (UIC) grant funding sufficient to cover tuition, fees, books and 25% of housing for those students living in campus housing.  
Starting in about FY 2002, tuition and fees began to exceed Pell and MAP, thus putting pressure on UIC to provide institutional aid in order to provide access for low income students, many from underrepresented groups.
While this policy has helped UIC maintain and grow its diversity, it is a significant drain on the net revenue collected when tuition increases.  Currently, UIC is devoting approximately 14% of its tuition revenue to institutional financial aid.  In addition the student fee pool and the AFMFA and Library IT revenue sources also contribute to institutional financial aid.
In FY 2011, we estimate that from all sources, we will allocate more than $31 million to need-based financial aid.  There was a large jump in UIC’s financial aid cost due to the interaction of our “sum sufficient” financial aid policy and changes in the Federal Pell program.
This is another area where UIC is not adequately funded for its mission.


UIC F&A Distribution
Cost Study Attribution Vs. Actual Distribution
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Presentation Notes
In order to evaluate the existing methodology for distributing Indirect Cost Recovery funds, the Provost commissioned a cost study which was conducted in 2004.  Based on that analysis we were able to identify what portion of the indirect cost reimbursement was the result of expenditures by unit, the light blue bars on the graph.
Based on the study, the Provost decided to redirect some of the revenue that had been flowing to the Provost as a result of reimbursement for centrally managed costs back to the colleges and increased the college share of ICR from 30% to 50%.  This was done to move the decision-making closer to where the impact would be felt. 
As a result of this change, we saw a shift in the use of these funds.
Under the approach where the Provost held a larger share of the ICR, deans were incented to make requests for funding for things that they thought the Provost was likely to fund.  When the ICR flowed directly to the deans, they were able to use it in a manner that they thought would be most effective.


“In nominal dollars, funding for colleges has increased, while
funding for support units has decreased

University of lllinois at Chicago
Unrestricted Funds - by Use

FY 2002 FY 2010
Colleges
= [{incl Grad, Honors, &
.1,.1135:‘_&'{3__----""_ ;
SCS)
Colleges $313.0M
(incl Grad & Honors)
$257.4M
_5.7% Academic Support &
————— Admin Units
Academic Support & $174.8M
Admin Units
$185.4M

Utilities 524.7M Other centrally-budgeted
other centrally- budgeted costs & 30,80 costs 557.5M

UG " Gervam
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Presentation Notes
This slide and the next one compares FY 2010 with FY 2002, just before the U of I experienced two years of substantial budget reductions.
As indicated earlier, one of the objectives of the budget model was to protect the academic core.
In nominal terms, (i.e., unadjusted for inflation), between FY 2002 and FY 2010 the UIC budget model resulted in an increase in funding for the colleges, because of the way tuition is allocated to these units.
Another aspect of the budget model is that it keeps administrative and support costs down, since in the absence of GRF increases, there is no formulaic source of funding to cover administrative costs.
Over the same period, in nominal terms, funding to academic support and administrative units declined.


adjusted for inflation, college and support unit
budgets remain below their FY 2002 levels

University of lllinois at Chicago
Unrestricted Funds - by Use

FY 2002

Colleges
(incl Grad & Honors)
5257.4M

Academic Support & Admin
Units
5185.4M

Utilities 524,70
Other centrally-budgeted costs 530,81

$498.4M

(inflation adjusted)

FY 2010

Colleges
{incl Grad, Honors, & SCS)
$236.3M

Academic Support & Admin
Units
$131.9M
Utilities $34.3M

Other centrally-budgeted costs
543.4M

5461.8M
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Presentation Notes
When adjusted for inflation, the decline in revenue for the administrative units is even greater and any increases in revenue for colleges have been consumed by rising costs.
The potential of a new round of substantial GRF reductions poses significant challenges for the campus.  Starting from a position in which UIC is underfunded, we will have to examine our current base of activities across our academic and administrative functions.  That evaluation is currently underway and the results will be incorporated in our FY 2012 budget plan.
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State Appropriation Revenue
Unrestricted Funds
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State Appropriation Revenue
Unrestricted Funds
Billings and Collections through November 8, 2010

In Millions
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The University of lllinois at Chicago

Budget Planning

Increments/Decrements

Sources
State Appropriation (GRF) XXX, XXX
Tuition XXX, XXX
Reallocation XXX XXX
Subtotal, Sources XXX, XXX

Uses

University-wide Cost XXX, XXX
Tuition Distribution to Colleges XXX XXX
Salary Program XXX, XXX
Campus-wide Costs XXX, XXX
Augmentations XXX XXX
Subtotal, Uses XXX, XXX
Net XXX, XXX




University of lllinois at Chicago
Impact by Unit - State funds only

College/Unit

Applied Health Sciences
Architecture and the Arts
Business Administration
Dentistry

Education

Engineering

Honors College

Liberal Arts & Sciences
Medicine

Nursing

Pharmacy

Public Health

Military Officer Education (ROTC)
Social Work

Urban Planning & Public Affairs

Subtotal, Colleges

Chancellor

VC Development

VC for External Affairs

ACCC

Library

Graduate College

Provost Office and Units

External Education

VC Administrative Services
Healthcare Systems; DSCC
Healthcare System; Mile Square
Healthcare System; Medical Cntr
VC for Human Resources

VC for Research

VC for Student Affairs

Subtotal, Administrative Units

Subtotal, Campus General

Total UIC

State Base

SXXX, XXX
SXXX, XXX
SXX X, XXX
SXXX, XXX
SXXX, XXX
SXXX, XXX
SXXX, XXX
SXX X, XXX
SXXX, XXX
SXXX, XXX
SXXX, XXX
SXXX, XXX
SXXX, XXX
SXXX, XXX
SXXX, XXX

Tuition
Revenue
SXXX, XXX
SXXX, XXX
SXXX, XXX
SXXX, XXX
SXXX, XXX
SXXX, XXX
SXXX, XXX
SXXX, XXX
SXXX, XXX
SXXX, XXX
SXXX, XXX
SXXX, XXX
SXXX, XXX
SXXX, XXX
SX XX, XXX

Salary Prgm

Augment

Program Salary Pgm

Changes
SXXX, XXX
SXXX, XXX
SXXX, XXX
SXXX, XXX
SXXX, XXX
SXXX, XXX
SXXX, XXX
SXXX, XXX
SXXX, XXX
SXXX, XXX
SXXX, XXX
SXXX, XXX
SXXX, XXX
SXXX, XXX
SXXX, XXX

Cost
So
SO
SO
SO
SO
SO
SO
SO
SO
SO
So
SO
SO
SO
So

Reallocation

SXXX, XXX
SX XX, XXX
SXXX, XXX
SX XX, XXX
SXXX, XXX
SXXX, XXX
SXXX, XXX
SXXX, XXX
SXXX, XXX
SXXX, XXX
SXXX, XXX
SXXX, XXX
SX XX, XXX
SXXX, XXX
SXXX, XXX

Net
Impact
SXXX, XXX
SXXX, XXX
SXXX, XXX
SXXX, XXX
SXXX, XXX
SXXX, XXX
SXXX, XXX
SXXX, XXX
SXXX, XXX
SXXX, XXX
SXXX, XXX
SXXX, XXX
SXXX, XXX
SXXX, XXX
SXXX, XXX

Net Impact

as % of base

X. XX
XX
XX
XX
-XX%%
XX%
XX%
XX
XX
XX
- XX%%
XX%%
XX%
XX%
XX%

X X X X X X X X X X X XXX

SXXX, XXX

SXXX, XXX
SXXX, XXX
SXXX, XXX
SXX X, XXX
SX XX, XXX
SXXX, XXX
SXXX, XXX
SX XX, XXX
SXXX, XXX
SXXX, XXX
SXXX, XXX
SXX X, XXX
SXXX, XXX
SXXX, XXX
SXXX, XXX

SXXX, XXX

SO

SO
SO
SO
SO
Yeo]
SO
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SO
SO
SO
SO
SO
SO
So
SO

SXXX, XXX

SXXX, XXX
SXXX, XXX
SXXX, XXX
SXXX, XXX
SXXX, XXX
SXXX, XXX
SXXX, XXX
SXXX, XXX
SXXX, XXX
SXXX, XXX
SXXX, XXX
SXXX, XXX
SXXX, XXX
SXXX, XXX
SXXX, XXX

SO

SO
SO
SO
SO
SO
SO
So
SO
SO
SO
SO
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SO
So
SO

SXXX, XXX

SXXX, XXX
SXXX, XXX
SXXX, XXX
SXXX, XXX
SXXX, XXX
SXXX, XXX
SXXX, XXX
SXXX, XXX
SXXX, XXX
SXXX, XXX
SXXX, XXX
SXXX, XXX
SXXX, XXX
SXXX, XXX
SXXX, XXX

SXXX, XXX

SX XX, XXX
SXXX, XXX
SX XX, XXX
SXXX, XXX
SX XX, XXX
SX XX, XXX
SXXX, XXX
SXXX, XXX
SXXX, XXX
SXXX, XXX
SXXX, XXX
SXXX, XXX
SX XX, XXX
SXXX, XXX
SXXX, XXX
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X
X
X
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=
The Objectives of the Space Economy:

= create incentives for the efficient utilization of space

= assign responsibility for the cost of space utilization to
the occupying unit

= empower individual units to negotiate with one another
regarding the redistribution of space

= minimize transaction costs

In sum, we intend to stop living in a barter economy and create a more
dynamic and responsive allocation of space.
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Presentation Notes
In the short run the primary impact will be that utilities and O&M cost increases will be allocated based on space utilization rather than the size of the State budget.


Budget Information

Budget and Program Analysis
http://www.uic.edu/depts/oaa/bpa/

Chancellors Budget Messages
http://www.uic.edu/uic/about/leadership/budget.shtml

Provost’'s Taskforces
http://www.uic.edu/depts/oaa/taskforces.html
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