











Timeline for Implementation of Zero-based budgeting
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Appoint Budget Chair

Budget Submissions for Compliance

Figure 12




ldeas for Future Team Improvements

To determine if there should be an assessment system in place to encourage accurate budget

controls

Modifications to the current full time staff salary savings program
Improvements in reports, making them more user- friendly
Strategies for creating larger, innovation funding pools

Working out appropriate balance between high and low cost programs, by campus
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College Leadership Team Feedback

Team Name: BUDGET IMPROVEMENT TEAM
Date: April 13, 2009 Sponsors: Linda English, Joe Maestas

Ideas for Improvement: Support

Adopt zero-based budgeting for Campus and CS budgets

Create a schedule for 1/3 of campuses and CS units to complete a
zero-based budget each year

Institute an “inflation adjustment” driver to adjust the base budgets to those
campuses and CS units that are not completing a zero-based budget that year

Eliminate the use of current drivers for creating campus budgets

Create an ad hoc committee that includes the members of this AQIP

team, and other key administrators, charging it with developing consistent
data points for determining costs, financial operational definitions, and
accepted methodology for documenting anticipated expenses

Create an ad hoc committee (with some membership overlap with the
one above, but not complete overlap) to develop and implement training

on how to develop, document and defend a zero-based budget

CLT or a subcommittee develop approved rubric for associating costs to the
College Strategic Plan

Require training for budget officers on zero-based budgeting

Team Feedback Meeting — Date:
Sponsors: Linda English, Joe Maestas Leader: Mike Simon
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With Thanks...

The AQIP Budget Team wishes to thank the following people and organizations for sharing their
time and effort and knowledge:

Meeta Goel, Ph.D., and Lin Stickler for their valuable research.

Stanley Jensen, Ph.D., for his expertise in taking us through this process.

CLT team for answering the surveys and attending our In-Focus group.

Our Co-Sponsors, Linda English and Joe Maestas, for their wisdom and patience, and without
whom we could never have completed this project.

Those individuals at our offices who helped as well as backed us up, during many absences,
including Anne Maclean and Rebecca Arrington for their help on the cover.

The staff at Edwards for their continual hospitality and delicious meals.

The Colleges who shared their own budget processes with us, including

Aims Community College (CO), Dona Ana Community College (NM), Mohawk Valley Community
College (NY), Spartanburg Community College (SC), St Johns River Community College (FL), Tri-
County Technical College (SC) and several others who wished not to be identified.
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Comments from CLT Survey

What do you like the most about the current budget process (list no more than 3 items)?

2 1. Open process 2. Good discussion 3. Most seemed reasonable and balanced in decision-making

-It is very inclusive regarding decision-making for allocation of resources -It allows campuses to retain most of
their auxillary budget dollars each year (roll-over) -It is moving closer to alignment with strategic plan

1. The information provided by the Business Office 2. The colloborative process used

1. It is starting to become more aligned with the Strategic Plan. 2. Itis to a large degree open and transparent.

opportunity to request dollars with justification relatively easy to read

1. There is campus and Central Services representation for making budget decisions. 2. Anyone can ask for funds
3. We generally think in a college wide perspective when making budget decisions.

Seeing thebudter as a whole Undertanding other campuses needs

1. We have discretionary funds (most schools don't) 2. It is a group process where people can be heard 3. In
most cases, people do seem to have a college-wide perspective when making decisions

10

1. The ability to provide input into what is funded. 2. That we are fortunate to have money to fund many
requests. 3. The spirit of team and helping each other out, cross functional and across campuses.

11

Linda does a good job of managing our budget.

12

The people involved treat others respectfully The timeline is usually well communicated and reasonable

13

Individual requests, no matter how large or small, are given fair consideration. It's not terribly stressful --
largely because we have experienced a number of years with stable to surplus funding.

14

We are moving towards aligning the budget to our goals.

15

The presentation/explanation of each request

16

We get it done with wide ranging involvement.

17

- the preliminary review of technology requests by the IT Council (ITC), and the resulting short list of items that
end up at RATS. The ITC is made up of college-wide representatives, and as such this preliminary review and
trimming process produces a li

18

Collaborative and open - no back-room agreements and surprises That faculty allocation and ITC have already
determined priorities before they come to RATS That we are in a better place of openness and trust than in past
years

Figure 13
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Which 3 aspects of the current budget process do you like least?

5 1. Requests were all jumbled together, so the prioritization effort on the campus was not considered. 2. Because

"components" are broken out (faculty, staff, IT, minor maintenance, etc.) - some things were funded that were

It is somewhat complicated to understand -budget drivers need to be revised to more accurately allocate funds
FTE projections are hard to predict relating to budget drivers, more accurate way to project FTE is needed.

1. The strawman 2. The 4 drivers 3. Not asking the questions: How does this effect learning and how do we

1. It is not nimble enough to meeting changing needs 2. It needs more accountability for return on investment.
3. The use of FTE Budget Drivers

CS budgets historical and more difficult to get increases auxiliary reads opposite general fund and many don't
know how to read it auxiliary not counted towards campus revenue and should be used for many curent budget
requests due to very large surpluses

Budget drivers

Too competitive Too rushed Do not like drivers

1. Drivers aren't sophisticated enough to address campus locations in different locations (e.g., commuter sites
w/ high part-time volume, residential sites with expensive CT programs). 2. Data provided was flawed for one of
my sites (one semester of FTE was missing). It took a number of phone calls to get someone to look closely
enough to accept that the data was wrong and then several more calls to get the correct information. 3. Lack of

10

1. The process, although better, does not directly tie strategic initiatives to funding. | think this would help us
look at the collegewide view versus site or department needs. 2. The lack of looking at last year's over/under
money to determine if a campus/department spent or used the money they received last year - is it truly needed

11

We don't budget based on what is actually needed or good information about students and CMC, but based on
personalities. If someone makes enough noise, they get the money. We are ultra conservative with how we
budget. For years we have denied areas and campuses what they needed and now we're cutting back because of

12

Based too much on FTE Little incentive for accuracy Delay in funding change related to FTE change

13

Campus- and department-based budgeting encourages internal competition for resources.

14

Length of the meeting- can good decisions be made when people are tired and wanting to leave? The drivers
and not checked against actual FTE. A campus can keep projecting high when in actuality they are going down in
FTE, or a campus could have projected low and increased. The process of distributing the discretionary funds. It

15

Would like the packet of information further in advance -- was tough to get through in a few days. | suspicion
folks don't do their homework in advance of the meeting and therefore don't come prepared with questions and
an idea of what they support. | had a sense that folks were not engaged and paying attention -- | believe

16

1. The current budget drivers are not adequate to our needs. 2. Itis not sufficiently data driven or aligned with
the strategic plan. 3. The new position request/allocation process is demoralizing. We are asked to provide a
lot of explanation in terms of the need for a position, how it will be funded, etc. and it seems not to matter how

17

- the actual real work of the two day effort (the trimming/cutting of requested items) was compressed into a
proportionately very small amount if time (about 2 hours as | recall). This very important part of the process felt
rushed and added to the result

18

It'd be great to have campuses and functional areas determine priorities ahead of time, as with faculty allocation
and ITC Budget requests should be screened ahead of time to see if they should go through other committees
like ITC It gets pretty painful toward the end
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What training topic(s) do you feel would most benefit you in terms of your ability to contribute to the budget
process?

not sure

-Budget training specifically for Campus CEO's

INERESEE

1. Over view of budget building principles 2. A Flow Chart of the budget process and the payment/PO Process.
3. Operational Definitions of budget terms...

on line access summary of all line items college wide, i.e. what do we spend on telephone, office supplies, part
time help, non instructional travel college wide and what can we do across the district to reduce some of those
costs make sure everyone clearly understand which account number to use for all charges

Training on process to better tie budget to strategic plan.

Better feel for generationof revenue

1. How to analyze performance of programs and services using data. This would help determine if additional
funding is justifiable. 2. Statistical models for analyzing trends (e.g., FTE projection)

10

I do not understand the drivers and how those are adjusted to support funding at the campus or central services
levels.

11

A greater understanding of how we budget.

12

Alternative funding methods/discussion Better utilizing are main resources (ie people and the things we focus
on)

13

not sure

14

| can't think of any. Linda English has always been able to answer my questions to help me understand what's
going on.

15

I'm not sure training as much as suggested systems for rating requests (i.e. meeting strategic subgoals,
compliance, planned replacement, safety/health, etc).

16

Yeah. I'd like to know how to better convey the needs of our community and campus during budget
negotiations in order to gain the necessary resources to serve them well. Productive performance does not
seem adequate to the job. What a shame.

17

- some preliminary information on the nature and usage of the various "auxiliary" funds, and getting some
consistent application of those funds across the college.

18

How can we do a better job of tying budget requests to strategic priorities? How can we be consistent in
supporting budget requests based data provided with the requests, rather than their emotional appeal? How
can we do a better job of closing the loop later - did the promised improvements ever occur, as shown by a
measurable improvement in the data?
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Please list any items that you feel should be taken off the top (like we currently handle salary plan, facilities'
leases, etc.) before determining the level of discretionary funding each year.

Current items taken of the top

no suggestions at this time

Top priorities from the Strategic Plan

adjunct faculty salary increases equivalent to average ( or lowest ) of full time increases

President's discretionary funding, deferred maintenance scheduled items

Human resource budget

Everything we currently take off the top makes sense. | would also include minor maintenance (assuming
continuation of process where all stakeholders contribute to building that budget w/ guidance from
"disinterested" expert third parties).

10

In addition to the above items, any facility issues that are identified as life safety crtical.

11

None and all the items in question number six are a 4, but one can't rank them as such.

12

13

I think most everything we currently take off the top should continue to be given that consideration.

14

Salary plan needs to be "taken off the top" as well as finical commitments we have made (leases, etc.)

15

| like what we currently take off the top.

16

legal requirements such as the reserve

17

I think the list we used this year was appropriate -

18
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If you answered no to the previous question, can you recommend another mechanism for building campus
base budgets (please briefly describe below)?

I am not sure what would be appropriate. | don't think the current process allows for growth nor does it support
any type of student support services to assist our student population. Now, | am sure that some will say | am
wrong, but my argument is that we do not offer services up front for our students. | think if we had more
opportunities in our labs, mentoring and tutoring, base camp we would see more of our students complete their

5
Building and SQ. foot drivers ... yes FTE Driver estimates ... no

~

I think that it might be time to get rid of drivers and have campuses (including distance learning) come forth with
individual requests for additional funding when they feel they need it. | would hope that this would then
neutralize the competition surrounding FTE or any other metric we might use.

00

Zero based budget system

I think the square footage and distance education drivers make sense. Credit/ESL and Non-Credit FTE seem too
blunt. |think some sort of zero-base process makes sense if it were coupled with perhaps some combination of
drivers to address needs like high-cost programs, high proportion of part-time students, etc.

10

11

12

13

14

15

16

Zero based budgeting has been tossed around. Surely there are best practices that we could emulate....whether
it includes drivers or not.

17

18
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How would you define responsible growth?

Responsible growth would be where the base budget does not grow too much, but needs (to become the first
choice) are covered.

Balancing increases in FTE with cost per FTE. Increases should be reasonable. Likewise we should be analyzing
appropriate staffing, and staffing should be increased when you hit certain levels.

Having the appropriate resources available to support the growth without straining the current staff/resources.

10% headcount on a yearly basis

Responsible growth to me would be likened to building capacity. It would be increasing the ways in which we
serve our students and communities while still staying within allotted budget.

New program development and partenrships

Expanding programs or enrollments in a manner that ensures excellent student service and learning, is cost-
effective and serves the community well.

10

11

I think you should have defined it in question number 13.

12

13

Growth that occurs with reasonable costs. Per FTE costs should be within established norms or pre-determined
expectations for known high-cost programs.

14

Growing while remaining within your budget.

15

| don't know.

16

Growth that considers the limitations that may be obstacles to optimum learning. Growth should be
approached carefully when a program(s) may not be the quality that constituents/staff/faculty should expect.

17

- must show alighment between increase in work load (customers served, improvements proposed/made,
support provided, etc.) with a request for additional resources. The increases should be defined by data, trends,
etc. and there should be a clear correlat

18

not sure - would have checked "don't know" in above question if that choice had been available
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What would you recommend the repercussions be?

1

Start the next year in the hole--if it becomes
2 . .

It should vary based on issues and severity.
3

Not sure yet.

I think it is our responsibility to assist all budget managers to be successful. | don't think punishment is a good
option. If people are not doing well in this area, it means they need help.

1. Better training 2. Reduced Budget Authority

freeze on any replacements or new positions on the campus reduction in budget required to use auxiliary
dollars

| think that a plan for required training would be the first step. If multiple occurences happen then | think the
budget responsibility should be taken away from the individual.

Termination

Based on the assessment of the responsible person's manager, the range could be from training to termination.

10

1. Required training. 2. Possibly reduce funding requests for the upcoming year. 3. Depending upon the
reasons, amount, and severity, it might be necessary to look at addressing performance issues and future budget
authority.

11

12

They should be linked to decisions and actions under the control of the budget manager and not external factors
related to global economic issues. For example monies spent of a project not well researched should be held
accountable differently than community decline or loss of student numbers due to economic crises.

13

Repercussions for malfeasance or disregard of oversight responsibilities. Probably a multi-level disciplinary
program. | don't think folks should experience repercussions for bad luck or situations beyond individual control.

14

I don't think taking money away from them is necessarily the answer. Maybe the person would need to meet
with a supervisor more often to review budget.

15

Required Training. If still poor budget mgmt, than dismissal.

16

Budget officers need to be held accountable. That said, | think the "boss" needs to determine consequences of
mistakes, problems, mismanagement so that people have a chance to improve by learning and practicing what
they learn.

17

- that would be up to the president and/or direct supervisor, but the focus should be on accountability in some
form; this should be an expectation/ standard practice so it doesn't appear punitive, but just a way of doing
business.

18
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How would you suggest the budget process could be improved?

[uny

| don't know that | am qualified to answer this question.

Allow campuses to have more voice in their priorities - campus priorities should be considered and respected

Improve budget driver calculations. Improve FTE data/projections Better align the Strategic Plan with the
budget Allow for more times throughout the year to request additional funding based on unanticipated
community needs, for example, sudden economic downturn.

First, more training for everyone. Secondly, looking at all budgets such as auxiliary, general funds and grants to
allow us to do the very most for our students, staff and faculty. | think all 3 of these funds should be looked at as
college-wide funds and not specifically campus funds. Last, there is a need to look at other budget processes
used by other colleges.

1. Improved and required training of all budget authorities 2. For most budgets a required demonstration of
need and return on investment.

is not appropriate need different drivers for CTE and gen ed faculty and related expenses- higher for CTE full
time faculty need additional different drivers for very high cost programs that have a required low ratio of
faculty to students and expensive equipment- such as nursing, vet tech, ski area oper except in financial crisis,
have some adjunct faculty increases in salary annually need stronger relationship in FTE/headcount for
campuses, not historical base budgets and continual increases- need to really evaluate appropriate staffing for
campuses and adjust those that are underfunded, i.e. Eagle and Summit County

to make sure the dollars that were invested are providing the return on investment that was anticipated. Tie
raises to moving the strategic plan so that everyone wants to invest in the things that will help us reach our
strategic plan goals. Provide a pool of money available throughout the year so that the College can be more
nimble in meeting new needs or initiatives that arise throughout the fiscal year. Get rid of drivers and develop
another way to reward growth.

Zero-base process Additional drivers More marshmallow opportunities.

10

As mentioned earlier, | would like to see us improve the connection between funding and strategic initiatives. It
sometimes feels like those that are most passionate seem to d€cewina€R the funding game. | also think that
some form of occasional budget justification or zero based budgeting would be healthy. It is tiresome when
folks talk about our funding as "their" money - it is ours. At times this encourages whining, and we loose touch
with how truly lucky we are to have adequate funding. My last thought for improvement would be a desire to

11

It should not be fte driven. It should be based on what is really needed and not just whoever makes the most
noise and gets funded.

12

I think we need to look at how we evaluate current programs and personnel staffing as it pertains to effective
use of our resources. If truly 80% of our budget is personnel costs than we need to do a better job of making
sure we are doing the most important things with our people. This in some cases may mean replacing some
positions because they are not serving a high need area anymore. We have been slow and reactive to

13

| would support a central budget instead of campus- and department-based budgets. Not sure how all the
allocation would be handled ... but more on an "as-needed" basis instead of "up-front" funding.

14

Changing the way the drivers work to have a check and balance with actual FTE. Break up the meeting maybe
over two weeks as opposed to trying to do it in a short amount of time.

15

As indicated in previous answers.

16

| do not have the answer to this question.

17

18
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Phone Survey of colleges about Budget process
College name

Person contacted
& position

Person doing the interview

Can you describe the type of budget process
you use? (examples: Zero Based or
Incremental )

Does it work well? Rank 1-4,
1 is best, 4 doesn’t work.

Is your budget tied to your Strategic Plan?

How do you assure that?

Is your decision making a collaborative
process?

Is the decision making group large or small?
(Size)

Does the decision making group include
leadership from all campuses?

Does the process completely restart each
year or is there a modification from the prior
year factored in?

What types of modifying factors do you use?
(drivers)

Can you carry over any unspent funds or is
funding strictly “use it or loose it"?

If you have any carry over, how do you
allocate those funds or are they held in
reserve for future needs?

Do you have an assessment process to
review past allocations?

If so, how do you make the assessments?

Do you have a form of accountability for
overspending?

Are you considering changing your current
process?

If so, what is causing the desire to change?

Do you have a visual diagram or written
description of your process that you would be
willing to send us?

If other colleges participating in this survey
want to get the results, do we have your
permission to share with them?

If this college wants the results, get the
necessary information.

Figure 14 41



Survey Other Colleges re Budget

CodeName Who Asked Who Answered Ok to share?
Mohawk Karen Silverman VP Administration Yes

St.Johns Karen Silverman VP Business Affairs

Spartan Jan Krueger Finance Director Yes

Aims Jan Krueger Budget Director Yes

Centrall Mike Simon VP Finance No

TriCo Steve Boyd Yes

Sow1l Steve Boyd Budget Director No

DonaAna  Steve Boyd Yes

Question Do you have a visual diagram or written description of your process
that you would be willing to send us?

Answers Code/value Full Answer

Mohawk Yes Sent documents

St.Johns No

Spartan No

Aims Yes No, but timetable in separate attachment
Centrall Yes See “budget instructions” document.
TriCo

SoWw1 Yes Have a calendar will send

DonaAna No
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Survey Other Colleges re Budget
Question Can you describe the type of budget process you use? (examples: Zero Based or Incremental )

Answers Code/valu Full Answer

Mohawk I
St.Johns z
Spartan VA
Aims I
Centrall z
TriCo Z
Sow1 I
DonaAna I

Incremental within limits

Mix, but s changing. They were given the budget, now have to justify. (the woman | spoke with when | first
called, said it was mostly zero based, but becoming a mix)

Zero based, hold prior year’s allocation harmless, add or delete new expenses or cost savings, identified through
planning process, departments determine needs or savings, VP may cut if discontinuance. There are series of
meetings, if cost savings identified, savings go into general pot for reallocation, ties to planning, gives opportunity
to identify needs

Incremental

Basically a zero based budget process, however don’t detail every expenditure. Start from scratch each year.
Commented that their budget process is pretty straight forward because there is not a lot of wiggle room for how
to spend money. Bare bones budget.

Each dept starts with zero and makes new budget. Budget manager usually starts with budget number from last
year and modifies as necessary

Incremental

Start from last year’s budget, then submit each department gathers requests for increases and decreases, sends
them to budget committee for approval

Question Does the process completely restart each year or is there a modification from the prior year factored in?

Answers Code/valu Full Answer

Mohawk R

St.Johns
Spartan
Aims
Centrall
TriCo
Sow1
DonaAna

< I IWIWIOXD

Yes, When the actuals do come in, will review and re-evaluate (But he had said their process was incremental
within limits).

Begins with requests from all depts.,.and looks at prior numbers.

Base for revenue, add or subtract, nothing automatic, fixed cost bases, each must identify needs

Yes

Restarts each year.

Restart

Modification

Restart
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Survey Other Colleges re Budget
Question Does it work well? Rank 1-4, 1 is best, 4 doesn’t work.

Answers Code/value Full Answer

Mohawk Missed Question

St.Johns 2 It does, process is different during this year because of pressures of the economy.
Spartan 1 1

Aims 2 2 Departments ask for the money but then don’t use it, still unspent at end of year
Centrall 2 2 Room for improvement. Would like to be more automated and paperless.

TriCo 3 3

Sow1l 2 2

DonaAna 3 3

Average  2.14286 How Well Does Your Process Work?

0 T T T T T
St.Johns Spartan Aims Centrall TriCo SoWwl DonaAna
Low is Best

44



Survey Other Colleges re Budget

Question

Answers

Mohawk

St.Johns

Spartan

Aims

Centrall

TriCo
SoW1
DonaAna

Is your budget tied to your Strategic Plan?
How do you assure that?

Code/value
Y

<

Yes

Yes

Yes

Yes

Yes

Yes
Yes

Full Answer
Send documents to Dept. heads, with current strategic plan(09/10) and a word document asking them
which goals they are striving for. Asks if they are changing, adding new positions, etc.

tie back decisions to budget line items. Both strategic plan and budget in computer, and they are
creating a software that will allow the 2 areas to talk to each other. Not on line with it yet.

One day a year set aside to plan objectives and strategies, costs identified, sub-group prioritizes, rolls
into process

Board sets goals, senior management determines percentage of staff going toward board set goals.
They make sure to fund strategic plan goals. Dan has only been there 10 months, he does not know
yet.

They have college strategic goals and objectives and Unit Plan Initiatives . Units are
departments.Funding from departments for Unit Plan Initiatives must be supported with Unit Plan
documentation on a form called “Special Project Funding Request” when submitting their budgets to
the finance dept. Institutional effectiveness handles any follow-up assessment of this.

Not really

Committee meetings
Only have budget categories that are consistent with the college goals
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Survey Other Colleges re Budget
Question Is your decision making a collaborative process?

Answers Code/valt Full Answer

Mohawk Y

St.Johns
Spartan
Aims
Centrall
TriCo
Sow1
DonaAna

< < <=<=<=<2

Yes, make assumptions what state will do, try to get a feel for their revenue projections. (he noted State is never
on time with their budget process). Depts. submit their requests to President, VP Marketing, HR to review then
may go back to depts., depending on whether they have or have not $.Then goes to Board of Trustees, then
County Sponsor for review before going to

State. As long as it is balance, State usually accepts it.
No, has not been. But they have new president, so may be different. They have one administrative structure.

Yes
Yes, but president has last word. There is lots of discussion by groups in process.
Yes
Yes
Yes
Yes

Question Is the decision making group large or small? (Size)

Answers Code/valt Full Answer

Mohawk S
St.Johns S
Spartan M
Aims M
Centrall S
TriCo S
Sow1 M
DonaAna S

Small, about 7 in final.

Small

Series of groups and subgroups, making decisions along the way, varying sizes

Many groups of all sizes in process, action committees, senior managements, many others at three campuses
compiling info for budget process

The final decisions are made by a small group of five people at a “president’s cabinet level.” Group works closely
with all VPs.

Lots of small groups approve along the way

About 12

Budget committee is about 7 people
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Survey Other Colleges re Budget
Question Does the decision making group include leadership from all campuses?

Answers  Code/value Full Answer

Mohawk Yes Yes. Assoc VP, Deans. (they are one campus with 2 sites, Utica and Rome)
St.Johns Yes Yes. (there are 3 campii)

Spartan Yes Yes

Aims Yes Yes

Centrall Yes Yes

TriCo Yes Yes

Sow1 No No

DonaAna Yes Yes

Question What types of modifying factors do you use? (drivers)

Answers Code/value Full Answer

Mohawk Mainly enroliment and what state will be giving.

St.Johns FTE is NOT part. They are incrementally funded by govt.

Spartan None

Aims None, nothing automatic, everything scrutinized on its own merit

Centrall 70% of their budget is Instructional labor costs so this is the major driving factor in setting the
budget. Trends and inflation are figured in.

TriCo None

SoWw1 Variance from previous years actual vs budget spending

DonaAna
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Survey Other Colleges re Budget
Question Can you carry over any unspent funds or is funding strictly “use it or loose it”?

Answers Code/value Full Answer

Mohawk No They cannot use what they did not spend for next year. They can use only if monies were already
encumbered.

St.Johns Yes can carry forward

Spartan No No

Aims No No, goes into construction fund for capital projects. Oil and gas revenues also set aside for capital projects

Centrall No No. Lose it.

TriCo No No carryover

Sow1l No Use it or Lose it

DonaAna No Carry over only on projects that are in process

Question If you have any carry over, how do you allocate those funds
or are they held in reserve for future needs?
Answers Code/value Full Answer

Mohawk If there were revenues that were over, they go into a fund balance. May call upon them, especially if they
know state funding may decrease.

St.Johns have option of moving $ to plant facility, etc., depends.They can be held for future needs.

Spartan Transferred to plant fund to use for plant projects

Aims Held in reserve for construction funds

Centrall They use every penny they have. No carry-over.

TriCo

Sow1

DonaAna Same allocation, must be project specific
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Survey Other Colleges re Budget

Question Do you have an assessment process to review past allocations?
If so, how do you make the assessments?

Answers Code/value Full Answer

Mohawk No Just starting to do that now. They have never done it before.
St.Johns No No, they are small enough to be able to evaluate easily.
Spartan No No

Aims Informal Informal, senior mgrs have autonomy

Centrall Informal  Finance department reviews. Not really any written process.
TriCo Informal  Yes, look at variance from prior years, but no formal process
Sow1l No No

DonaAna No No

Question Are you considering changing your current process?
If so, what is causing the desire to change?
Answers Code/value Full Answer

Mohawk Y Tweak it as they go along. Assessment is newly integrated process. Recognize need to respond
to accountability to accrediting agents, and sponsors

St.Johns N No

Spartan N No

Aims N No

Centrall Y There has been some talk about changes made to the process. They’d like to see a more
automated process. They just don’t have the resources to do this right now. To be more
efficient.

TriCo N No

SowW1 N No

DonaAna N No
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Survey Other Colleges re Budget
Question Do you have a form of accountability for overspending?

Answers
Mohawk

St.Johns
Spartan

Aims

Centrall

TriCo
Sow1l
DonaAna

Code/value Full Answer

Y

<

< =<

Generally, if dept has overspent, goes to a Transfer Process, dept explains problem. He said
generally, everythingis tightly watched, and this generally is not a problem.

Does not happen, system does not allow it.

VPs monitor very closely during year, one department may overspend, VP may know it but have
another to cover shortage

They can not overspend, monthly reports for board and each senior manager keep careful watch
so there is no overspending. If there is an unexpected expenditure with special circumstances
that runs budget over, there is a budget variance with funds moved.

It’s just not allowed. If a department VP needs additional funds they must go to another
department and ask for funds to be transferred. There is, of course, a contingency fund for
uncontrollable expenditures such as utility costs. Seem to have a culture that overspending just
isn’t done.

Yes, you have to submit explanation for any proposed spending over the budget

Not possible to overspend

Yes, department head is strictly accountable for budget, so if someone is over someone else has
to be under to offset
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CLT Focus Group Regarding Budget Drivers

1. Do you think we need formula drivers?
Responses:
Start with zero based, then need some kind of driver
Establish base then reward what we are focused on —i.e. strategic plan —
partnerships, FTE, etc
Accommodate commuter campuses with headcount and non-credit — maybe more
driver metrics
When staffing changes are needed, how do we deal with that?

2. How are current drivers responsive?
Responses:
They are not, because they are projections
Give money based on last year actual FTE
Need pot of money to deal with mid year needs — strategic innovations pot for 09/10
is a start
Include central services in the drivers somehow

3. Should we throw out the drivers completely?
Responses:
Zero based plus “reserve” in case of mid year needs
Faculty allocation system doesn’t work really well. Philosophically we need to treat
FT faculty as working for the college, not a campus. Maybe they should be Central
Services employees.
Central fund for professional development for fairness.

4. If we keep drivers, how do we improve them?
Responses:
More metrics
Square footage is needed (keep it)
Adjunct faculty ratios
Headcount

General: Define the operational, bottom line budget for each location. The budget
formula should cover base budgets — what it takes to open the door each day.
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Addendum B

Sample Rotation Schedule

The following is a sample rotation meant to illustrate how the 1/3 — 2/3 cyclical rotation could work. It
is not intended to be the actual rotation as the CLT may choose to use a more logical system for
assigning units to each year. In year four, the rotation restart with the units that completed a zero-

based budget in year one completing that process again.

Unit Year One Year Two Year Three
Inflati
Timberline Campus zero-based Inflation adjustment n ation
adjustment
Roaring Fork Inflation Adjustment zero-based Ir'1ﬂat|on
Campus Adjustment
Alpine Campus Inflation Adjustment | Inflation Adjustment zero-based
Inflati
Summit Campus zero-based Inflation Adjustment n ation
Adjustment
Inflati
Aspen Campus Inflation Adjustment zero-based n ation
Adjustment
Vail-Eagle Campus Inflation Adjustment | Inflation Adjustment zero-based
West Garfield zero-based Inflation Adjustment Ir'1flat|on
Campus Adjustment
Inflati
Virtual Campus Inflation Adjustment zero-based n ation
Adjustment
President’s Office Inflation Adjustment | Inflation Adjustment zero-based
Foundation zero-based Inflation Adjustment Ir'1flat|on
Adjustment
Inflati
Business Office Inflation Adjustment zero-based n ation
Adjustment
VPSS Inflation Adjustment | Inflation Adjustment zero-based
IT zero-based Inflation Adjustment Ir'1flat|on
Adjustment
VPAA Inflation Adjustment zero-based Ir'1ﬂat|on
Adjustment
EVP Inflation Adjustment | Inflation Adjustment zero-based
HR zero-based Inflation Adjustment Inf!at|on
Adjustment
Inflati
Inst. Effect Inflation Adjustment | zero-based n 'a 'on
Adjustment
Figure 15
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Government Addendum A

The Pros and Cons of Zero-Based Budgeting®
Testimony by Michael LaFaive, Director of Fiscal Policy, Mackinac Center for Public Policy
Before the House Appropriations Subcommittee on General
November 4, 2003

Good afternoon. Thank you for inviting me to testify. | am, as you mentioned, director of fiscal policy for
the Mackinac Center for Public Policy, a free market research and education institute. | have been in the
Mackinac Center’s employ for 10 years. During that time, | have been blessed with the opportunity to
study, write and speak on the good and bad ideas produced by government. | have been asked to briefly
address the issue of zero-based budgeting. | am happy to do so.

Zero-based budgeting requires that the existence of a government program or programs be justified in
each fiscal year, as opposed to simply basing budgeting decisions on a previous year’s funding level.
Zero-based budgeting is often encouraged by fiscal watchdog groups as a way to ensure against
unnecessary spending. Zero-based budgeting, or some modified version of it, has been used in the
private- and public- sectors for decades. Indeed, it is my understanding that the first use of zero-based
budgeting in government has been tracked back to Gov. Jimmy Carter’s use of it in Georgia in the early
1970s.

As with most policies, there are both benefits and costs to be taken into account when considering zero-
based budgeting. Case studies about businesses and governments that have adopted zero-based
budgeting, or some hybrid of it, generally report some improvement quantitatively or qualitatively. That
is, the process has either saved money, improved services, or both.

In addition to saving money and improving services, zero-based budgeting may:
e Increase restraint in developing budgets;
e Reduce the entitlement mentality with respect to cost increases; and
e Make budget discussions more meaningful during review sessions.
On the cost side of the equation, zero-based budgeting:

e May increase the time and expense of preparing a budget;

! Excerpted from: http://www.mackinac.org/article.aspx?ID=5928
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e May be too radical a solution for the task at hand. You don’t need a sledgehammer to
pound in a nail;

e Can make matters worse if not done in the right way. A substantial commitment must be
made by all involved to ensure that this doesn’t happen.

Zero-based budgeting can be useful for shaking up a process that may have grown stale and
counterproductive over time. But, | must offer these three serious warnings.

First, the success of such a change like this hinges strongly on leadership that is dedicated to the task. If
those appointed to conduct budget reviews are unwilling to truly assess every item in their budget,
word will get out quickly that this new budgeting technique is more symbolism than substance. Indeed,
it is incumbent upon proponents of zero-based budgeting to ensure that those reviewing the budget do
not have a pecuniary interest in maintaining the status quo. Allowing people who will be most affected
by the elimination of programs to conduct their own reviews may be counterproductive, since most
people are quick to defend their own interests.

Second, don’t attempt to do zero-based budgeting for every department, every year. Such a move may
prove impossible to manage. Instead, choose several departments and/or agencies, and rotate through
every facet of state government over time. In Oklahoma, which as recently adopted zero-based
budgeting, officials are applying the method to two departments and several agencies each year. Once
those reviews are complete, the same departments and agencies will not see another zero-based review
for eight years.

Third, ensure that each review is conducted by referencing all aspects of a department, agency or
program to what its goals are. This makes the very purpose of the entity being reviewed transparent,
and can increase the opportunities available for making objective measurements of a department,
agency or program’s success rate.

As with most programs or reforms of programs, it must be done right, or it should not be done at all. For
example, department, agency or program directors who feel endangered by this kind of scrutiny will be
delighted to be placed in charge, so that they can do it wrong, waste everyone’s time, and give a cutting-
edge management tool like zero-based budgeting a bad name, all at the same time.

The Mackinac Center for Public Policy applauds this subcommittee’s interest in information on zero-
based budgeting. Getting the right information is key to making good management decisions and it
seems that you’re making a point of collecting that information as it relates to zero-based budgeting.
This committee may wish to look outside the state of Michigan; also, to states that have either adopted
zero-based budgeting or studied it for purposes of assessing its effectiveness.

Thank you again for inviting me to your hearing. | will be happy to answer any questions you may have.
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