Mayor’'s Advisory Task Force on the City University of New York Resource Allocation Report

I\VV. Operating Budget — Conclusions

The allocation of resources is only one part of an organization’s planning and budgeting process. As such, it is innpoleastatod how
resource allocation fits in with the establishment of strategic goals and the actions taken to implement them. Accordangyewaduated
CUNY’s budget planning and resource allocation processes based on five key planning components (see facing page) atldesave used
same components to develop our conclusions and recommendations for resource allocation. A brief description of eachfolbom®onent

1. Strategic Planning
An effective strategic plan identifies the priorities of an organization for carrying out its mission and provides a dgoidelosating
resources to support these priorities. This guideline should not only identify the initiatives in which the organizatioestyilt
should also impact the decisions made by different units of the organization in terms of their independent plans andrgpéeding p

2. Implementation
In implementation, an organization carries out the strategic plan through the creation of specific action plans andt¢hgddenftif
how resources need to be allocated to be in alignment with these plans. The request for funding for government suppestedthen
and once appropriated, the funds are distributed as defined by the action plans.

3. Evaluation
Through evaluation an organization carries out its plan to determine how effective actions taken have been in meetingf the goals
organization’s strategy. Part of this evaluation is to determine how effectively allocated resources were utilized tsengesiishe
Once the outcomes of specific actions have been evaluated, this information should feed into future planning processe®td deter
and how strategies should be changed.

4. Governance
An effective governance structure provides an institution with the leadership and support needed to establish and irayemit its
plan. The governing bodies of an organization have control over the direction taken by the organization and how resbarassdwill
to move the organization in that direction.

5. Infrastructure
Infrastructure relates to the technology, policies and processes in place within an organization that support the adraimistratio
management of actions taken to implement the strategic plan, as well as the resources allocated to these actions duniagjampleme

PRICEVATERHOUSE(COPERS



Mayor’'s Advisory Task Force on the City University of New York Resource Allocation Report

I\VV. Operating Budget — Conclusions

A. Strategic Planning

Due to a lack of consensus around a direction for the university as a whole, CUNY has not been able to create an effective
framework for establishing university priorities to guide the allocation of resources or to help campuses set their own priogs as
unique components of the larger institution.

The mission of The City University of New York, as described in New York State Education Law, Section 6201 of Article Hlfessta
CUNY as:

» An integrated system of senior and community colleges with its own independent Board of Trustees;

» Responsive to the needs of its urban setting and maintaining close articulations between campuses;

» A university committed to academic excellence and providing equal access and opportunity for all faculty, staff and students.

CUNY has had a difficult time carrying out this common mission, however, since the institution lacks consensus on whaighs aachp
the university as a whole should do to support it. For example, there are differences of opinion among the campusesyacoued man
university issues, including:

The quality of the overall education at CUNY, particularly at the community college level versus the senior college eWeals [EHi

to difficulty in establishing articulation agreements and the acceptance of transfer students among the campuses.

The role that CUNY should play in remedial education

Priorities for funding (e.g., campuses vary in their ranking of funding priority for full-time faculty, technology, buildirtgmmaace

and student recruitment)

The role of Central Administration in setting strategic direction

The prioritization of goals of the institution (e.g., to offer the best urban public education in the nation with acaderafeeapedience
such as business, engineering, social work and criminal justice or focus on serving the needs of the colleges’ immedidgtesjommun

VV VYV V

Each of these differences can lead to very different strategies and consequently very different priorities in the allcesaiiocoes.
CUNY has struggled to develop strategies and allocate resources, but has done so without an established and agreed upon vision.

Without a common direction for the university, CUNY will not be able to create a cohesive strategic plan that can provide guitze
to the campuses on what their individual priorities should be. The individual campuses will simply continue to plan and adveea

independently for their separate needs rather than the needs of a unified institution.
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CUNY’s process for developing and prioritizing strategic initiatives for the university has been established without substaritia
campus participation or buy-in.

» CUNY'’s current process for establishing strategic initiatives is primarily determined by Central Administration and thé Board o
Trustees with little participation from the campuses. Central Administration will often request that campuses rank giaeiciéis in
according to their priorities and sometimes describe how they would carry out the initiatives on their campuses, butteargyses
formally involved in the development of these strategic initiatives.

» In addition to a lack of input and buy-in from campuses regarding the development of strategic initiatives, many campaoses quest
whether CUNY priorities match campus priorities. For example, the faculty initiative was designed to increase the |eireieof ful
faculty at all CUNY campuses. Some colleges, however, believe that technology, student recruitment or facility mainteriance are
greater importance.

» Central Administration implemented Academic Program Planning (APP) in fiscal 1993-94 to improve the planning process for
identifying and prioritizing university-wide initiatives and then aligning them with defined resources through annual gaiagsmic
submitted by the campuses. While APP helped many of the campuses improve their own campus planning procedures, it has not
maintained momentum for the following reasons:

1. Evaluation of campus plans was viewed by many campuses to be subjective since Central Administration did not create specific
guidelines for campuses to understand how their plans would be evaluated

2. The process was viewed by many campuses as overly time-consuming and paper intensive
3. The process did not include specific outcomes measurements for campuses that received APP funding

4. APP has been submitted in CUNY'’s budget request as a lump sum initiative and has not always been funded by the government,
forcing Central Administration to reallocate resources from other initiatives to fund APP

5. APP has been viewed by many campuses as a means to simply cut programs rather than an effective planning mechanism that has
resulted in limited support from the campuses.

To help improve APP, the Office of Academic Affairs has recently reduced the tremendous paperwork requirements of APP and has
focused campuses on five-year academic plans, which are now a requirement.

Without an appropriate level of campus participation and buy-in, university-wide strategic planning at the campus level has Igely
become an exercise of completing paperwork for Central Administration, with few expectations for success. This process has

contributed to the mistrust of central initiatives and an apathy for planning among the campuses.
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However, CUNY has recently taken steps to improve its planning process through the development of a multi-year budget
request/planning document that will eventually include performance indicators and through increased discussions with campus
presidents regarding campus priorities. Furthermore, some of the individual campuses have made progress toward developing and
implementing campus strategic plans that link campus priorities to available resources.

» To impress upon the state the need to commit resources to CUNY over a period of time rather than on an annual basis, Central
Administration has developed a multi-year operating plan for its budget request this fiscal year. Although the plan weleped de
through a structured strategic planning process with the participation of the campuses, it is the first step to movingtdivgedia
planning process.

» At the campuses, strategic planning varies in terms of how long a structured planning process has been in place (gegrsseveral
versus a newly established process), the level of planning (e.g., the formal creation and presentation of departmemtainpass to
management with clear, identified links to allocable funds versus informal strategic planning through discussions beteseletie p
and management staff) and whether planning is linked to campus budgets. Some examples of progress individual campuses have mac
include the following:

« One college has established an annual planning process with a five-year horizon that links established priorities tobrwget res
and involves department-level personnel. This process is also informed by formal assessments of student learning and-organizat
wide administrative assessment.

« Another college has developed a College Council made up of administrative, academic and counseling personnel and community
representatives to meet and understand college needs. This group first defines college needs over a ten-year horizotiegeen the
reallocates resources to meet the needs identified by this group and its committees.

« One campus created a President’'s Academic Priorities Committee made up of academic and administrative staff, faculty and
students. The Committee is used to determine the college’s priorities for the coming year. Once these priorities lagd abi@ablis
college will then make an investment in these priorities using 100% of its flexible budget, as well as private gifts and grants

- Finally, one school is in the process of developing a new strategic planning process that makes more direct links betyi@en strat
planning and budget allocation. The process, which involves faculty, students and administrators, has been developed around si
student-centered priorities. From these priorities the campus will create objectives and activities to support thees>apdonil
assign flexible budget dollars to these activities.

Despite the campus efforts indicated above, the lack of a structured, university-wide strategic planning process has diministned
effectiveness of campus planning efforts.

10
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I\VV. Operating Budget — Conclusions

B. Implementation

All of CUNY’s planning and budgeting processes are driven by the incremental/enrollment focus of the budget request established
by the state and city. While this approach serves to meet government requirements, it does not help CUNY respond to changing
priorities or promote accountability.

» Each year the Central Administration develops and submits a university-wide budget request to the state and city. The two main
components of the request are: 1.) a base budget and 2.) a series of strategic initiatives that are funded separat&yrés “lump
appropriations. The role of the colleges is to submit growth projections and provide feedback on which strategic ieisitinest b
their individual needs.

» The base budget request is developed from prior year figures with incremental increases for the senior colleges andrfenth enroll
projections for the community colleges, and does not consider campus strategies, programmatic needs or changes in siia®nt popul

» The majority of new university funding, including funding for CUNY strategic initiatives, is requested through lump sumiapprepr
Since lump sums are restricted and funded annually, they are more susceptible to budget cuts, decrease spending fldeddégand
the predictability of a campus’ annual budget. In addition, lump sum requests for new strategic initiatives do not inadutbaéprm
term program or budget plans to carry the initiatives beyond one fiscal year, further decreasing a campus’ ability tthesegiates
into long-term strategic plans.

» Furthermore, without a structure within the budget request for measuring university-wide performance, CUNY has no way to
demonstrate that it has achieved the goals defined in its budget request, and thus account to the state and city faothdddnds

» This year, however, CUNY plans to submit its first multi-year budget request to the state. Through this request, the hopesrsit
demonstrate a long-term plan, as well as secure a funding commitment that will in turn facilitate a multi-year planningQludéss
also plans to define performance indicators as part of its multi-year budget request to establish accountability foreesoredes

With planning and budgeting processes focused primarily on annual increments, CUNY has no vehicle for ensuring that the budge
supports CUNY’s most important priorities or responds to all critical external changes; this limitation begins during the requst

process and continues through allocation.
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Once funds are appropriated, the university allocates a base budget to each college. While this allocation process is somendrat
responsive to changing enrollment and operational needs at community colleges than at senior colleges, it is not designeg pmgu
the university’s strategic priorities.

» Central Administration allocates funds to the community colleges through a model that uses enrollment and other inpdésdo provi
relatively even level of resources per student, while assuring that no school falls below a minimum level. In contrast, Centra
Administration basically passes on the same incremental budget awarded by the state to each senior college, withdiith@.realloc

» The community college process is more responsive to changes at each college (e.g., enrollment) than the senior college process.

» Since each senior college allocation has been based on the previous year’s budget, colleges that have seen large changes in
enrollment have not had budgets adjusted, resulting in wide variations in per-student allocation. While the universieydmmenad
reallocations to colleges with extremely low per-student funding, each of these initiatives has been met with fierce fresistance
the other senior colleges, resulting in little significant change in this area.

» The model used in the community colleges incorporates a number of operating indicators such as enrollment, average salary and
campus square footage, allowing Central Administration to better allocate dollars based on operating requirements. However,
colleges facing difficulties such as declining enroliments often receive more than their proportional share of resouCee¥rsince
Administration reallocates funds among the campuses. While this reallocation allows the university to keep all colleggadrom f
severe fiscal crisis, it ultimately hurts the institution. It also serves as a disincentive for colleges to increasetsrbetimese
they will not keep all of the revenue they generate. And, while in the short run it helps colleges with declining enriolithents,
long run this practice keeps colleges that face problems from making necessary changes.

» The allocation process at both the community colleges and senior colleges has been highly controversial, but the coatroversy ha
produced little change in the process or its results. This has led to a distrust of Central Administration and itspoiaties eausing
many colleges to focus on why they are “given” too little, rather than considering the independent actions they couhdpsakesto i
their financial positions.

The current process for allocating base budgets allows Central Administration to provide some equity among the campuses and to

help keep all campuses afloat. However, for a university with limited resources, it is not an effective method of ensuringttha
available dollars are being allocated to the best use.

12
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Appropriations Flow-Through to Schools
(in thousands)

Appropriations
$1,263,532

Central
Administration
$380,400 (30%)

Senior Colleges
$630,532 (50%)

Tuition & Fees (43%)
$537,400

State (48%)
$609,400

City (9%)
$116,732

Central Administration/University
Management (2%) $29,100

Operations Costs Paid Centrally* (23%)
$292,500

Programs (3%)
Student Support Services $2,300

Financial Aid $17,100
Collaborative Programs $3,900
PSC Research $2,800

CC Matching Funds $4,600

Reserves (2%) $28,200

School | Allocatio %
Barcuh $58,600 5%
Brooklyn $69,300 5%
City $67,200 5%
Sophie Davis $7,700 1%
Hunter $74,600 6%
John Jay $37,300 3%
Lehman $43,300 3%
Medgar Evers $22,100 2%
NYC Technical|l $43,600 3%
Queens $67,300 5%
Staten Island $47,200 4%
York $25,700 2%
Graduate Schopl $48,900 4%
Law School $8,100 1%
Hunter High $10,032 1%

Community Colleges
$252,600 (20%)

* These costs include Building Rentals, John Jay
Lease, Utilities Expenditures, Fringe Benefits and
Retirement Incentives.

Total dollars allocated to schools is $883,132, or 70%.
eLump sums represent 13% of this total allocation

*The three largest lump sums allocated to the schools this fiscal year were:

Adjunct Faculty
Academic Program Planning
SEEK

© 1998 PricewaterhouseCoopers LLP
Pc1098/CUNY/chart.ppt-ny

34% of lump sums
11% of lump sums
7% of lump sums

School |Allocation %

BMCC $50,800 4%
Bronx $34,400 3%
Hostos $25,800 2%
KBCC $47,300 4%
LGCC $52,800 4%
QBCC $41,600 3%
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In addition to allocating the base budget, Central Administration allocates lump sum appropriations, as well as any additional
flexible funds. The processes used for the allocation of these discretionary funds have been unclear and inconsistent, undergni
the credibility of Central Administration and negatively impacting the resource allocation process.

» The methodology for disbursement of lump sum appropriations is often unclear to colleges. For example, while fundingriar Acade
Program Planning initiatives was initially rewarded based on the “merit” of each college’s plan, campuses believe thabeencerns
equity changed the allocation criteria after the initial year. In general, colleges are not given adequate informatidmealivait e
criteria used for or the results of discretionary allocations.

» There are also concerns that the Instructional Staff Model, a model used to allocate lump sum adjunct funding, is oatdabele!, Th
which is based on student/faculty ratios in each discipline, has not been updated in many years, leading to concesssrthat it do
provide sufficient funding for some disciplines. This leads campuses to conclude that outdated formulas rather than raatiesnic p
are driving resource allocation.

» Many of the allocations based on a three-year weighted average are more comparable to 80% of the current year and 20% of the pa
year, rather than a conventional average, due to the unconventional methodology used for calculation. Unclear terminology and
methodologies used by Central Administration confuse colleges and obscure the allocation process.

» Like most system offices, Central Administration holds a central reserve to fund unexpected crises, cover revenue spetidilts at
campuses or fund special needs that campuses cannot support within their operating budgets (see facing page). Callageseare als
that Central Administration maintains control over any fringe benefits or utilities savings achieved over the year. Winskeatien
above shows that reserves are a minimal part of the total operating budget, and Central Administration has indicatsdwimajscost
generated are used to supplement Central Administration programs, the amounts of these funds and the way in which thiegdare disb
are less clear to the colleges. This leads to concerns that either Central Administration is not spending these fuddade actor
college priorities, or that some campuses are benefiting from the ultimate dispersal of these funds at year-end at thfeotx@ense
campuses.

» However, Central Administration has taken several recent steps to open up the budget allocation process by:
« Providing clearer explanations of the budget allocations to the campuses this past fiscal year
« Working with campus Vice Presidents of Finance and Administration to improve the volatility of the revenue target calculation
« Focusing more on the provision of support services rather than the monitoring of expenditures

While Central Administration has made a humber of improvements, the criteria for allocating discretionary funds need to be
clarified and clearly communicated in order for colleges to understand why funding awards are made, as well as what actions to
take to secure a larger share of the discretionary funds.

13
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Finally, the university does not manage from an all funds perspective, focusing primarily on the management of appropriated
dollars. This practice results in the allocation and management of funds with incomplete budget information.

>

The revenues that are not appropriated are substantial, representing 25% of the university’s operating budget. Theselvelenues
auxiliary enterprises, sale of educational services, facilities rental, research and public service grants and contdaetsgividiy and
endowment income.

However, since the budget process is centered on requesting and allocating government appropriation, most of the university’s
processes and supporting financial reports focus on appropriations. This practice leads campuses to view their tothlolgetatar)
the sum total of appropriations received, without truly considering the potential of college-generated revenue.

Throughout the university, this revenue is seen as supplemental to the operating budget, rather than an integral saurce of fund
However, there has been insufficient dialogue on strategic direction and the need to determine the role of these supptestad r
support of the base operating budget and special initiatives.

Campuses are uncomfortable with the idea of Central Administration even monitoring supplemental funds, believing that Central
Administration will either lower appropriations to, or increase a revenue tax on, the colleges that have successfully generated
supplemental funding.

Finally, other practices such as the maintenance of substantial numbers of vacant positions at many of the senior celéegemaso
disconnection between resource allocation and budget management. Such practices make it difficult for the universigganad colle
get a clear picture of total sources and uses of funds.

The fact that CUNY’s planning and budgeting processes are focused primarily on appropriations has contributed to an
organizational mindset that is not consistently proactive in identifying alternative revenue streams, reducing costs and reading

existing funds to meet the university’s operating needs.
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Due to some inadequate policies and limited strategies, CUNY has not been able to strongly encourage the university and csltege
generate revenue, reduce costs or reallocate funds as alternative means for increasing available resources.

Revenue Generation

» Since tuition revenue does not go directly to the campuses but becomes part of the university appropriation, increasetdeelime
not directly translate into increased revenue for the campuses. The only “relatively” guaranteed benefit a college receolesdnt
increases is an annual award of all tuition earned over and above the campus’ revenue target for that year. HoweViengtitis enro
increase may or may not translate into an increased allocation the following year, meaning that a college may have rmaedthdent
same allocation with which to run their campus. In addition, the campus’ revenue target will be increased since itysdasetoh
the previous year’s growth, raising the hurdle the campus must meet to receive its annual tuition award. This discotweetion be
enrollment increase and revenue increase has greatly reduced campus incentive to generate tuition revenues.

» Fundraising is essentially a campus-based function, with little intervention from Central Administration. While this reavastise
more established senior campuses with the freedom to raise and spend private dollars independently and often quitg, saaongssfull
of the younger senior colleges and community campuses do not have the expertise or resources needed to launch sucpessfial develo
efforts. Also, there may be significant opportunities to raise funds in support of CUNY as a whole, which are curremtlig$feing

» While some colleges have used auxiliary enterprises to generate revenues in support of other priorities, others run@bxdaties
even, believing that generating income would come at the expense of students through increased prices.

» Many colleges have begun strategic alliances with private corporations to generate revenue streams through educatidoal services
employee; however, there is great potential for CUNY to increase the number and scope of such relationships.

» The fact that the graduate program faculty are physically and organizationally dispersed among multiple locations may Nefigper CU
ability to raise research dollars.

> Finally, there is no central funding mechanism that provides start-up funds for new, potentially revenue-generating iMtisiteres
some campuses have dedicated funding for this purpose, many do not have the resources to launch such programs.

» However, while there has been limited university-wide support, some individual campuses have created incentives to eveoueage re
generation. For example, in order to encourage departments to generate new revenues through summer school enrollmest, one camp
has developed an incentive plan that supplements annual departmental expense budgets with a one-time grant of fundbyd#termined
departments’ summer enroliments.

15
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Cost Reduction

» While Central Administration expects campuses to reduce their operating costs when they have enrollment declines or mid-year
expenditure crises, campuses have often received aid from Central Administration reserves to make up for these lostegtranues or
costs. The availability of this aid without penalty does not provide an incentive to colleges to reduce costs.

» Colleges that seek to reduce costs through resource sharing initiatives with other campuses often do so independentgrsitany un
intervention. Although the university has convened committees to develop policy on questions such as technology strategy and
investment, there have been few university-wide initiatives to share resources. The geographical proximity of CUNY’s eampuses,
well as recent advances in technology, provides substantial opportunities for cost saving and efficiency gains in this area.

» While CUNY has entered into several university-wide purchasing contracts (e.g., elevator maintenance, security, printers), many
colleges indicated that additional contracts could further reduce purchasing costs, particularly for technology servigesnand eq

* * % *

> Despite the lack of university-wide incentives, it should be noted that many campuses have independently taken the neitiative t
examine expenditure patterns, share resources and increase efficiency.

* Some campuses have collaborated on technology solutions and workflow improvements, providing these schools with an
opportunity to share best practices and lower the costs of developing new administrative processes and tools indepasgently. Th
efforts are sometimes facilitated by Central Administration, but not as university-wide initiatives.

* Many CUNY campuses have outsourced bookstore operations to private providers such as Barnes & Noble. Such agreements hav
the potential to provide better service at equal or lower cost to students while channeling additional income streartiegeshe co

* Many colleges have worked to more aggressively manage and reduce costs for temporary services and overtime.
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While two mechanisms have been instituted by the state to help facilitate effective resource management through savings acsount

that allow future reallocation of excess funds, limitations in the availability and use of these mechanisms have prevented CUNY
from taking full advantage of their benefits.

» The City University Tuition Reimbursement Account (CUTRA) allows campuses to rollover tuition revenues earned over ant above se
revenue targets and the Stabilization Account permits rollover of unexpended appropriations.

» While these two accounts facilitate the university’s resource management, they are only available to the senior colteggsasnee
set up by the state.

» Since community colleges lose all operating funds not spent by the end of the fiscal year and often have inadequate sampus plan
that do not include spending priorities, it is difficult for them to reallocate cost savings in such a short period titdigiorn there
is a strong incentive for these colleges to engage in rapid, end-of-year spending that may not constitute an efficesowsesf r

* Furthermore, community colleges cannot use additional tuition revenues to fund multi-year priorities.

» There are some limitations governing the use of the rollover accounts. For example, the university may only withdrev$a total o
million per year from the CUTRA account, making the funds less accessible for expensive priorities such as technologyuirgrastru
and demanding the central coordination of all withdrawals.

» Finally the senior colleges have a limited perception of the potential of these accounts. They are seen predominaridy as tools
handling short-term cash flow issues rather than long-term mechanisms that will facilitate the generation and manageihknt of fle
funds. If used properly, these accounts can help colleges gain the flexibility to undertake multi-year initiatives, asoveleas
buffer from year to year budget fluctuations.

» Despite the challenges surrounding the use of the two rollover accounts, there has been some effort to reallocate neseturces to
campus needs. Examples include the following:

« One college has made the increase of technology availability to students one of its main priorities. In order to eh&ure that t
priority is adequately funded, this college takes 1% off the top of its operating budget and allocates these dollarat® a separ
technology investment fund.

« Other colleges have decreased or closed departments to support the expansion of other departments that may be expiiencing gre:
demand or may be of greater strategic importance to the college.

Despite individual campus efforts to generate and reallocate flexible funds, CUNY needs to be more aggressive in its use of the
rollover accounts and in creating other university-wide incentive mechanisms and initiatives to help reduce the university’s

dependence on government support.
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I\VV. Operating Budget — Conclusions

C. Evaluation

CUNY does not have an agreed-upon structure for assessing the quantitative and qualitative outcomes of strategic initiativad, a
relating their outcomes to future planning processes and resource allocation decisions.

CUNY has made efforts to link campus performance with resource allocation decisions, but without much success, mainickwd to a
campus participation and buy-in:

» Academic Program Planning (APP) has linked campus academic plans to resource allocation, but as previously mentiondibthe evalua
aspect of APP has been very subjective without clear indicators of success defined.

» In an attempt to introduce performance-based budgeting at CUNY, Central Administration designated a metric (graduatyon rates) b
which a few million dollars in flexible funds would be allocated to the individual campuses. This metric raised concemamyong
campuses, particularly the community colleges, about the fairness of using such metrics uniformly across CUNY, sinceup isfmade
senior and community colleges with very different missions. Central Administration has since developed, with the helplletive
presidents, a new set of metrics, which divides the colleges into three tiers for comparison. Overall the campuse® aigopib $ite/
concept of performance-based budgeting as a basis for allocating a portion of budget resources, but they share mangaminogrns re
how the indicators will be defined and applied:

« Use of the same metrics for community and senior college&raduation rates are a fair and important metric for most senior
colleges, but graduation is not always the goal for students attending community colleges. Many community college students
transfer to senior colleges before earning a degree or take several years to earn a degree due to personal and firetaoiegircum
while others attend community college to simply improve their skills or knowledge through a few select courses. Sucmatudents
be reaching their goals, even though they are not graduating. Therefore, many community colleges believe student irient should
taken into consideration when developing appropriate performance metrics.

- Failure to incorporate future policy changes within CUNY. How will policies on remedial education and other issues affect
program offerings and student bodies at all of the campuses? Campuses are concerned that major policy shifts wilbhityt their a
to achieve against the current performance metrics.

« Competition of colleges with diverse missiongviost CUNY campuses view themselves as unique and are concerned about
applying uniform metrics across campuses with different histories, different student demographics and different acadesmic focuse
However, most believe a methodology based on individual campus improvement would be fair.

PRICEAVATERHOUSE(COPERS 0




Mayor’s Advisory Task Force on the City University of New York Resource Allocation Report

« The awarding of too large a percentage of total budget Most of the colleges agree that any application of performance-based
budgeting should be limited to a small percentage of the flexible budget dollars and should be phased in to prevent grusone cam
from being drastically affected in any one year.

- Development of a methodology without adequate participation from campusesndividual campuses have different ideas about
what “fair” performance metrics would be, but without the involvement of representatives from all campuses, it will betdifficul
create metrics and develop a process that is agreed upon and supported by all campuses.

While establishing a performance-based budgeting process is a step toward aligning resources with campus performance based on

established criteria, these criteria need to be agreed upon to be successfully implemented and need to clearly tie into thalbve
strategic plan of the university.
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Furthermore, while budget to actual monitoring is a common activity throughout CUNY, accountability for effective fiscal
management is less defined due to the lack of specific policy and the lack of information provided to budget managers.

Budget to actual monitoring occurs at every level within CUNY (e.g., at Central Administration, high-level campus adnmrastiatio
department levels) and to various extents (e.g., from high level monthly reviews to detailed monitoring systems that lyftagatica
accounts that are close to zero). However, while account monitoring is a common activity throughout CUNY, accountaldggt®ab
a particular level is less defined while the administrative costs for monitoring are likely to be high due to the variassandtlevels of
review. For example:

» Department heads usually receive several reports on a monthly basis that provide budget balances for the budget linels(éhgy, cont
adjunct faculty, temporary personal services, supplies, faculty travel, equipment), but rarely do they receive compretgaisive bu
reports. There might be accountability for a few expenditure accounts, but departments are rarely responsible for reareagirey th
budgets. A few campuses, however, have begun to consolidate these various budget categories on a single report atifor include
other budget categories that are not officially allocated to departments to help them understand the sources and uses néeesalir
to run their departments.

» CUNY does not have formal policies for campuses that overspend their budgets (e.g., there are no official penaltiesposdgrtbam
effectively manage their budgets through the reallocation of funds or cost reduction (e.g., there are no rewards for effective
management).

« Atyear-end, Central Administration has balanced out college accounts that were overspent with accounts that still caeged bala
In effect, campuses with surpluses often funded campuses with overspent budgets. While this policy has been considered another
method for Central Administration to balance “inequitable” appropriations among campuses or reduce the budget crises of
enrollment declines, it has created a disincentive for colleges to generate surpluses.

« The state’s Stabilization Account, introduced in fiscal 1997-98, will diminish the effects of the above policy since #esuthori
senior colleges to save excess appropriations in a central account for future spending, thus reducing the cushion that Central
Administration has had to help struggling campuses.

Without the availability of comprehensive budget information or the existence of policies for overspending or effectively mamag

campus budgets, accountability for allocated resources is diminished throughout the CUNY system.
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D. Process Support

A poor technology infrastructure at CUNY has established the need for campuses to develop shadow systems within the budget
process, resulted in inefficient and paper-intensive allocation and budget monitoring processes and prevented campuses from
having easy access to university-wide information.

>

Most campuses have discovered the need to develop a financial system independent of the university-wide Financial Infetemation S
(FIS) since this system is not user-friendly nor capable of providing adequate financial reports for campuses or themtdepartme
addition, since there is a time lag of two weeks to a month for data to be input into FIS, campuses indicate that theystdagow
provide them with more accurate and timely information.

Furthermore, CUNY’s FIS system does not link to other university, state or city systems such as budgeting, purchasing, accounts
payable or payroll. We were informed that even the new state payroll system will not link to the FIS system. As a ngsult, man
campuses are beginning to take the initiative to either integrate their current systems or develop new integrated syatearspsdch
line purchasing system.

With the lack of integrated systems, most campuses have indicated that their internal budget request, allocation and monitoring
processes are extremely paper-intensive and rely upon large numbers of temporary personnel (e.g., college assistants).

University-wide data (e.g., budget, financial, student, institutional research) are also not readily accessible to alltcamefjugesm
understand and analyze information and trends across other campuses, evaluate their own situation with comparativelgéi@ or simp
better informed about opportunities or issues other campuses face and address.

A Technology Task Force was established two years ago by the Trustees and made up of Central Administration personnal and campu
presidents to review the university’s academic and administrative technology infrastructure. Several recommendatiorgs supportin
integrated systems are scheduled to be presented to the Board of Trustees for approval. However, while several canguisieatindica

the recommendation for an integrated system would be welcome, other campuses that have developed customized systems that work
with their individual administrative processes might resist this recommendation.

Shadow systems and the lack of shared management information reduce the efficiency and effectiveness of the planning and
resource allocation processes, raise the costs of routine operations and inhibit the campuses from sharing resources or codiabg
on programmatic or administrative improvements.
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E. Governance

CUNY'’s planning and budgeting process operates within a governance structure in which policies and procedures at the various
levels (e.qg., state, city and Board of Trustees) complicate the planning and budget process and constrain the ability of CUNNl&n
and manage its resources effectively.

>

The state’s and city’s annual budget request processes and spending policies lack incentives for multi-year resourcedoiapaing a
colleges to simply spend their budgets at year-end rather than encouraging effective resource utilization crossingyaaes fiscal
While the state has recently introduced the CUTRA and Stabilization Account to allow senior colleges to rollover excesdtuition
appropriations, this account is not available to community colleges.

Furthermore, the incremental budgeting methodology used for funding senior colleges has been historically based andleltes not re
changes in enrollment at the various campuses.

Lump sum allocations, while providing funding for valuable university initiatives, mask decrements in CUNY’s overall state
appropriation and do not promote integrated planning strategies. These funds are infrequently added into the university’s base
appropriations, and therefore are subject to discontinuation in any year.

The state and city do not have an overall funding strategy for developing the technology infrastructure needed to megtghe chan
academic and administrative needs of higher education institutions. Initial infrastructure and program developmentigbstsuare h
could be reduced through a strategy that encourages collaboration and resource sharing across institutions.

The frequent lateness of the approval of CUNY’s appropriation, although tied up in the development and enactment ofdheratate’s
budget, is not conducive to effective annual budget development and operations.

State policy of appropriating tuition as one component of the “tax levy” decreases the university’s strategic planningf &amtlarse
revenues in the year tuition is generated. This serves as a disincentive for the colleges to generate revenues thraighguoalifiage
enrollments and new programs.

Board of Trustee time and attention that could be focused on policy and strategic direction is overly consumed by re\pesvaind ap
of more operational matters (e.g., all expenditures over $20,000 and lengthy review of purchases over $100,000).

Without changes to policies that dictate how and when funding is provided and approved for expenditure, CUNY will be limited in
creating efficient and effective processes for planning and resource allocation and in establishing accountability for propiscél

management.
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