
University Fiscal Health Advisory Committee 
Lighty 405 

August 16, 2018 
10:30 a.m. to Noon 

 
 

1. Brief update on FY 17 results - Kelley Westhoff/Stacy Pearson 

 

2. Budget Model Discussion (continued) - Stacy Pearson 

 
3. This meeting will continue to focus on areas 1 and 7 below  

 
Committee charge and responsibilities (Stacy Pearson) 

1. Examine current budgetary practices and propose new budget models for the 
future. 

2. Suggest strategic ways to enhance revenue. 
3. Suggest strategies for streamlining administrative operations to decrease costs. 
4. Review programs or initiatives proposed for discontinuation to determine the larger 

impact on the campus community and student experience. 
5. Examine administrative costs versus instructional costs and submit recommendations 

for making our ratio comparable to our peer institutions. 
6. Solicit suggestions from the greater WSU community about general university budget 

matters and provide responses to ideas on a periodic basis. 
7. Facilitate communication about the budget in a transparent and informative 

manner with the university community. (Here we will review a draft of the July 
minutes and discuss how best to communicate 

 

 



Preliminary - Need to confirm other special 
circumstances that affect year-end results.

Run-Rate

Improvement

Includes 9 area transfers for which there were no 
target changes.

FY 2017

 as of 06/30/2017

FY 2018

 as of 06/30/2018

Increase 

(Decrease) Over 

FY 2017

FY 2017

 as of 06/30/2017

FY 2018

 as of 06/30/2018

Increase 

(Decrease) Over 

FY 2017

Allocations - 

Expenditures

Affecting all areas:Moore vs HCA $6 M expense in 
FY17, not in FY18; increased expense and 
revenues from state salary increases.

1 PROVOST & EXECUTIVE VICE PRES                 11,384,686                 11,503,021                118,335             11,471,660             11,653,909                  182,249 63,914
3,30,4

1 COL AG  HUMAN  & NAT RES SCI                 95,092,666                 92,207,822            (2,884,844)             94,779,461             98,341,397                  478,019 3,492,027 Expenditure reductions and revenue growth
4 ENROLLMENT                 11,910,040                 11,610,362               (299,677)             11,504,233             11,485,247                  (18,986) 280,692 Exp down, rev down slightly
5 COLLEGE OF ENG  VOILAND                 42,882,297                 43,307,898                425,601             40,228,669             43,152,361               2,923,692 2,498,091 Exp up, rev up more
6 COLLEGE OF NURSING                 11,571,320                 10,264,063            (1,307,256)             10,233,711             10,332,757                    99,046 1,406,302 Exp down, rev up, $700 K transfer from central
8 E S FLOYD COLLEGE OF MEDICINE                 18,296,366                 25,382,573             7,086,207               9,373,873             16,426,562               7,052,689 (33,517) Exp and rev up, new state funds, IREACH xfr

11 VET MEDICINE  COLLEGE OF                 58,041,249                 56,285,318            (1,755,931)             56,112,852             58,811,696               2,698,845 4,454,776 Exp down, rev up, $M new tuition funds
12 CARSON COLLEGE OF BUSINESS                 27,425,169                 28,483,478             1,058,309             28,248,249             28,821,184                  572,935 (485,374) Exp up more than rev up
13 COLLEGE OF EDUCATION                 11,797,482                 11,234,895               (562,588)             11,632,900             12,351,569                  718,669 1,281,257 Exp down, rev up
14 MURROW COLLEGE OF COMM                   9,071,350                   8,937,571               (133,779)               8,742,718               9,224,784                  482,065 615,844 Exp down, rev up
15 PHARMACY & PHARM SCIENCES                 12,129,359                 12,399,496                270,136             11,923,231             13,346,626               1,423,395 1,153,259 Exp up slightly, rev up, new tuition
16 GRADUATE SCHOOL                   3,580,211                   3,098,596               (481,614)               3,751,215               3,594,348                (156,867) 324,748 Exp down, rev down less
18 LIBRARIES                 13,034,230                 12,576,754               (457,477)             12,904,629             12,687,134                (217,495) 239,982 Exp down, rev down less
31 COLLEGE OF ARTS AND SCIENCES                 70,234,432                 69,901,486               (332,946)             67,164,114             71,141,666               3,977,553 4,310,499 Exp down, rev up, $3.3 M transfer from central

Provost               396,450,857               397,193,332                742,476           378,071,513           401,371,241             23,299,728 22,557,252
 

               

VP information Systems                 25,284,316                 23,802,041            (1,482,275)             21,634,080             24,943,115               3,309,035 4,791,310 Expenditures down, rev up, Central trans $ 4 M
                   

VP Finance & Administration                 66,302,892                 68,333,964             2,031,073             70,422,266             70,831,804                  409,538 (1,621,535) Exp up, rev up slightly, $750 K trans from OR
                   

2 STUDENT AFFAIRS                 85,080,480                 88,621,877             3,541,397             88,755,108             94,051,832               5,296,724 1,755,326 Exp up, rev up more

17 INTERNATIONAL PROGRAMS                   5,145,857                   4,236,129               (909,728)               4,057,928               4,024,199                  (33,730) 875,998
Exp down, rev down slightly, $1M transfer from 
Central

19 ATHLETICS                 47,614,411                 50,598,372             2,983,960             38,430,050             38,290,923                (139,127) (3,123,088) Exp up, rev down slightly
22 PRESIDENTIAL UNITS                 10,339,261                 10,904,889                565,628             10,088,354             11,184,212               1,095,858 530,230 Rev up more than expend
26 GENERAL EXPENSE                   6,837,945                   7,245,877                407,932               8,408,148               5,835,813             (2,572,335) (2,980,267) Utilities transfer obscuring results
28 UNIV MARKETING & COMMUNICATION                 12,224,094                 12,071,688               (152,406)             11,648,527             11,400,884                (247,643) (95,237) Both exp and rev down
35 OFFICE OF RESEARCH                 14,963,935                 15,512,509                548,574             16,999,257             15,891,569             (1,107,688) (1,656,262) Exp up, rev down, $750 K trans to Fin Admin
39 EXTERNAL AFFAIRS                   2,019,874                   1,934,160                 (85,714)               1,995,401               1,920,326                  (75,075) 10,639 Exp and rev down
48 UNIVERSITY DEVELOPMENT                   4,590,888                   5,573,261                982,372               5,531,082               5,655,638                  124,556 (857,816) Exp up, rev up less
59 ACADEMIC OUTREACH & INNOVATION                 14,208,323                 12,888,546            (1,319,777)             14,326,599             15,240,325                  913,726 2,233,503 Exp down and rev up

VP/Other Areas               203,025,069               209,587,309             6,562,240           200,240,454           203,495,720               3,255,266 (3,306,975)

                   

40 WASHINGTON STATE UNIV - EVERETT                   3,340,910                   3,869,434                528,524               3,448,111               4,284,989                  836,878 308,354 Rev increase outpacing exp growth
56 WASHINGTON ST UNIV - TRI-CITIES                 25,278,966                 24,315,331               (963,635)             23,340,552             24,433,028               1,092,477 2,056,112 Exp down, rev up more
57 WASHINGTON ST UNIV-SPOKANE                 17,411,246                 18,081,360                670,115             17,605,757             16,512,155             (1,093,602) (1,763,716) Exp up, rev down more; IREACH transfer
58 WASHINGTON ST UNIV-VANCOUVER                 44,299,831                 45,886,793             1,586,962             44,344,455             47,482,777               3,138,322 1,551,360 Exp up, rev up 2x exp growth

Campuses                 90,330,952                 92,152,918             1,821,966             88,738,875             92,712,949               3,974,074 2,152,109

                   

Total Areas 1-59               781,394,086               791,069,565             9,675,480           759,107,188           793,354,828             34,247,641 24,572,161 Overall, expend up, revenue up 3X exp growth
\\po-fs1.ad.wsu.edu\BO\FY2018\FY18 
Tracking\June YE\All Area Reports\[FY18 
Fund Summary and Reconciliation V2 jsk 7-
27-18.xlsx]Explanations

* Raw data as of June 30th. Not adjusted for organizational changes or one-time allocations to or from areas.

Run-Rate Improvement for Core (PBL) + Other Funds by Area

 June 2018 YTD

Expenditures Allocations

AREA



R:\Committees\UFHAC\Web Site Posting\08 16 18 Meeting\Financial Recovery Progress Report.docx 
 

Talking points for FY18 Financial Recovery Efforts 
 

1. University Run Rate 

• Good news – run rate improved from -$30M to -$7M, a run rate improvement of $23M against 
our target of a $10 M improvement 

• Continuing challenge – run rate is still negative, which continues to erodes University reserves 

2. Run Rate Improvement 

• Most of the improvement occurred in core funds 

 

3. Core fund improvement 

  

• Good news - primary driver is increased revenue/allocations  
• Continuing challenge - overall spending increased  

4. Sources of new Core Fund revenue/allocation 

  

• Good news: 
o New approps=COM, Salary increases, M&O & Provisos  
o New tuition= COM, DVM rate increase, Pharmacy enrollment increase, campus  

increases + Enrollment Based Budget additional allocations to colleges 
• Continuing challenge: 

o One time allocations from Central to Units (CAS, NURS, IT) make unit results look better 
than actual and decreases Central resources 

 

$ millions

Core Funds 19$                83%

Other Funds 6$                  
Central reserves decline (2)$                 

23$                100%

$ millions

Increased revenues/allocations 25$                
Increased expenditues (6)$                 
Net Core Fund improvement 19$                

$ millions

New Appropriations 9$                  
New Tuition 8$                  
Increase in F&A 1$                  
One time allocations 7$                  
New revenues/allocations 25$                



R:\Committees\UFHAC\Web Site Posting\08 16 18 Meeting\Financial Recovery Progress Report.docx 
 

 

5. Core fund expenditures 

  

• Good news:  
o About half of University units decreased spending over FY17 
o About half of the salary and benefit increases were state funded 

• Continuing challenges: 
o Expenditure decreases were in good/services which indicates one-time in nature 
o Increases in salaries are permanent costs going forward 
o About half of University units increased spending over FY17 

6. Improvement in Other funds & Central reserves (See #2 above) 

• Other funds improved roughly = Moore v. HCA that was $7M expense in FY17, $0 in FY18 
• Central reserves declined further because of new unfunded commitments 

7. Next steps 

• Finalizing FY19 targets in light of FY18 results 
• Confirm and reconcile results with Controller’s Office / WSU financial statements 
• How best to address unfunded Central commits ~ $10M at FY18 end 

 

Source file: \\po-fs1.ad.wsu.edu\BO\FY2018\FY18 Tracking\June YE\All Area Reports\Analysis of FY18 
Results.xlsx 

 

$ millions

Increase Salaries & Benefits 10$                
Decrease other exp (4)$                 
Net increase in expenditures 6$                  

file://po-fs1.ad.wsu.edu/BO/FY2018/FY18%20Tracking/June%20YE/All%20Area%20Reports/Analysis%20of%20FY18%20Results.xlsx
file://po-fs1.ad.wsu.edu/BO/FY2018/FY18%20Tracking/June%20YE/All%20Area%20Reports/Analysis%20of%20FY18%20Results.xlsx


Budget Process 
and Model 
Discussion

(Continued)

August 16 2018



Fiscal recovery and budget model
Develop a budget strategy and methodology that accommodates planned 
growth and provides funding for strategic initiatives to include:

Develop a budget model that promotes and incentivizes revenue growth and 
provides sufficient funding for central reserves

Develop a methodology to manage expenditures to increase net revenues

Revise policies and procedures with a focus on effective and efficient 
processes while remaining compliant

Leverage the Modernization Project to specifically identify and implement  
efficiencies in business and HR processes, communicate these improvements 
to the campus and measure impacts over time

Develop a process and template to provide thorough information for  new 
academic and administrative program proposals that includes detailed 
analyses and metrics.

Use a similar methodology to evaluate current programs that are being 
considered for revision or elimination in order to meet strategic goals and 
reallocate resources

Achieve a healthy central reserve for two purposes: 1) emergencies and 
unplanned needs; and 2) a strategic initiative fund for Drive to 25 initiatives. 
Develop a formal process to review, approve and fund these initiatives that 
requires ongoing review and assessment.

Work with the Provost to establish specific goals for faculty hiring and tenure 
commensurate to the academic and research goals.



Budget Model Overview

3



• Centralized
• Incremental
• Zero-based (actually not so 

common)
• Responsibility Centered 

Management (RCM)
• Performance or Outcomes Based

Common Higher Ed Budget Models



Centralized and Incremental Going Strong



Incremental Budget Model CHALLENGES

• Revenues are managed centrally while the activities that 
generate revenues are primarily managed in the Colleges

• Leaders compete for a finite amount of incremental 
resources to increase budgets within their area, if 
incremental resources are available in a given year

• Budget is focused on controlling expenses 
• Inconsistent negotiated agreements have been implemented 
to try and address limitations which may be creating 
unintended incentives

• Units historically-based “permanent” budget rolls forward 
each year with limited adjustments (compensation increases, 
benefits)

• Strategic re-allocations are difficult and the focus is on 
annual, short-term decisions rather than on long-term plans



Responsibility centered management (RCM)

From Hannover Research Group

• Delegates operational authority to schools, divisions, and 
other units within an institution, allowing them to prioritize 
their academic missions

• Each unit receives all of its own revenues and income, 
including the tuition of its enrolled students

• Each unit is also assigned a portion of government support 
(where applicable)

• Units are also responsible for their own expenses, as well as 
for a portion of expenses incurred by the university’s general 
operations



Moving Away from RCM



Performance/Outcomes or Activity Based

•Awards funds based on a number of defined 
outcomes standards. 

•Awards financial resources to institutional activities 
that see the greatest return (in the form of increased 
revenues) for the institution. 

•Can use a variety of methods to deal with indirect 
costs

From Hannover Research Group
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Why Change the budget model?

External factors
 Instructional budgets shifted from a state-funded model to a student-funded model

 Increases in state support per student is not keeping up with inflationary increases

 Limited ability to increase tuition

 Flat enrollments, increased competition for students, particularly non-residents, as 
well as concurrent enrollment, necessitates an emphasis on enrollment management  

Internal challenges
 Historical budget allocations are not clearly rationalized

 Strategic reallocations are difficult to identify and evaluate

 Size and complexity of the organization and the budget has grown making it more 
difficult to manage centrally

 Financial planning and academic planning are out of alignment providing incomplete 
information for decision makers



Why Change the Budget Model?



Integrated Planning of Enrollment and Budget (IPEB) is a model that allows units to 
experience the impact of well-considered strategic planning and good financial decision 
making. IPEB rewards achievement of specific strategic initiatives.

Strategic Enrollment Management plans are the building blocks of the budget. Anticipates 
enrollment changes related to student success, retention and demand. Units identify resources 
needed for growth supported by data.

Impacts on other units matter and are assessed.

Subsequent year’s expenditure budgets need to take into account multiple factors, but 

primarily based on performance. Consideration given to impact on student success, quality of 
curriculum, support of unfunded research and ability for future revenue generation.

Supporting units are expected to continue to find efficiencies and reduce costs.

No funds are “swept.”

All for one or one for all meaning that there are subventions (subsidies) built into the model and 
units support one another. High growth in some areas can mitigate losses to supporting colleges.

Portland State University
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Movement Toward Hybrid Budget Models





Important Budget Model Design Decisions





Guiding Principles
The Budget Model Should:

Promote aspirational goals and a shared purpose

Deliver transparency, clarity and predictability

Provide incentives that promote excellence, academic quality and 
financial sustainability throughout the university

Encourage innovation and entrepreneurship by assuring direct 
benefits to units willing to engage in responsible risk taking

Foster interdisciplinary scholarly and teaching activity

Provide sufficient resources to support University-wide strategic 
initiatives

Allow for informed and forward looking decision-making

Promote efficient and effective services



Preserving Mission and Institutional Strategic Goals 
Decision Points

EAB



Revenue and Cost Allocation Decision Points







Hold State Funds Centrally



Strategic Reserve Fund















Get Started on a Strategic Budget Process!

• Set up organizational structure to lead the process

• Use the data and progress from the FY2018 expenditure 
reductions and goals for FY2019 to launch a strategic 
budgeting process
– identify key policies and processes for discussion and revision in the 

following areas and others
– Spending, reserves and carryforwards
– Revenue enhancements and investment strategies
– Enrollment Based Budgeting
– Tuition waivers and discounting 
– F&A allocations
– Other?

• DATA and SYSTEMS are a challenge!

• Budget strategies to fund the Drive to 25

Proposed Next StepsGet
Started on a

39
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