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The budgeting system described in this session was developed under Responsibility Centered Management (RCM). RCM is a decentralized budgeting and management system that closely links academic authority and financial responsibility.  Under RCM revenue producing units or RCs (Schools, housing, auxiliaries, etc.) are credited with all the income they generate.  Central administration then taxes the RCs according to a formula to generate revenue to pay university costs (registrar, building & grounds, police, upper administration, etc.). Considering academic RCs only, this means each gets credit for income from tuition and fees, indirect cost recovery (ICR), and state appropriation and each is also responsible for paying its bills including all of its salaries. To be successful with RCM, RC leadership must be entrepreneurial, see the big picture, and be attentive to environmental factors that might change the fiscal landscape.

Positive descriptors of RCM include flexible, transparent and incentivized.  Flexibility is manifested in all dollars being the same color in the sense that they can be spent in any legitimate budget category for the most part.  Transparency is a critical element because it allows those in RCs to plan based on real costs.  At IUPUI this means we know how much it costs in taxes to have one more student FTE or faculty member on staff, how much each sq. ft. of space costs, how much of the state appropriation each RC receives, etc.  The incentivized idea is obvious.  Growing enrollments by accommodating student demand, focused recruitment, solid retention programs, and attractive degree programs increase tuition and fee income, increases in grant success generate additional ICR, and increased graduation numbers translate into increased state appropriation through performance-based funding.  The bonus is that each of these outcomes is in line with institutional goals and the expectations of our publics.

The department budgeting model was started several years ago at a time when budgets were historically based.  That is, last year you received X dollars and this year you will get X + 2%.  The Dean desired to base budgets on real costs while incentivizing behavior to increase income without creating windfalls or crises for departments or the School.   The values assigned to budget components were shaped largely by the desire to not radically change department allocations.  It should also be noted that the source of dollars is not necessarily related to their ultimate expenditure (flexibility) category. 

[bookmark: _GoBack]Real costs from the old budget model were transferred intact for graduate student support, AY part-time instruction and summer teaching; each of these has been increased by at least 10% over 5 years.  In addition, for “people costs” (phone, internet, development) budgets included dollar amounts for TT faculty ($2K), NTT faculty ($1K) and staff ($500).
 
Like most public institutions student tuition is the major source of school income.  Taxes to the School exceed the state appropriation by 3-fold and the amount of ICR kept by the School amounts to less than $1.5M.  This makes tuition the source of essentially every dollar of the departments’ base budgets. An incentivized element of department budgets includes student-based support for undergraduate majors ($100), MS ($200) and PhD ($500) students.  This supports the mantra mentioned earlier of “recruit, retain and graduate.”  A second incentivized element is gross credit hours paid out at $3 per. This has been supplemented with a bonus plan that pays $10 per for every credit that exceeds the average credit hours taught over the previous 4 years.  This has generated an additional $326,000 for departments in 4 years.  Fee income (course fees, program fees, distance education fees and lab fees), because it is subject to enrollment growth, increases along with the costs associated with the services provided.  

Other sources of department resources not part of the base budgeting include ICR, graduate stipend support, research release, and graduate tuition waiver.  20% of the ICR is kept by campus for competitive graduate fellowship and block allocations to School.  Of the remaining 80%, 20% goes to the department of origin and 10%to the PI. Except for portions occasionally going to Centers in the School the rest (54% maximum) stays with the School for faculty start-up and debt retirement on new research space.  The ICR block grant to the School is supplemented by School funds raising the total amount five fold.  Resources in this account can be spent only on graduate stipends and end-of-year excess does not carry over (exceptions to flexibility).  Research release funds generated by faculty buy-outs are distributed as follows. 80% of the salary goes to the department, the remaining 20% is put into the supplemented block grant, and the fringe remains with the School.  RCM allows us to easily waive (sort of) graduate tuition by paying the tuition ourselves because we know that the money will be credited back to the School. The only real cost is the tax on graduate FTE which we know to be (transparency) $94/credit hour which is what departments pay for general fund supported graduate student tuition.
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