Principles for a Strategic and Sustainable Budget Process 

 Division of Academic Affairs at The University of Rhode Island

The principles outlined below apply to the management, allocation, and investment of general revenue funds generated through the state, including funds derived from tuition and fees.  These principles apply to budget increments and decrements.  While there may be occasional justifiable exceptions relative to the management, allocation, and investment of non-general fund revenues, these principles should also apply to all university and unit budgeting and fund allocations.

Fundamental Budget Principles
1. For a budgeting process to be strategic, institutional strategic priorities must influence resource allocation and resource allocations must represent investments in priorities and essential programs.  As such, the budget becomes a visible manifestation of academic priorities and strategic plan.

2. For budgets to be sustainable, revenue potential and costs over time must coincide and mechanisms are needed to insure budget stability, despite annual increases in costs associated with salaries and benefits of personnel.  That is, centralized budget recovery mechanisms need to be established to adjust budgets and create potential for reallocation.  Capturing funds associated with vacated positions is one such mechanism and is preferable to annual budget recovery (usually 1, 3, or 5% recovery) approaches.

3. Funds and lines associated with vacated positions (retirements and departures) will be recaptured centrally and strategically allocated, in most cases, at entry-level salaries.  Lines vacated because of denied tenure decisions will remain in the college/unit, but should be used to fill priority needs in concert with the strategic plan of the college.

4. Investments in new initiatives within units should include non-central resources from the units or internal reallocations.  Central co-investment reflects mutual support of programs.

5. Resource allocations, including new and replacement positions and both increments and decrements, will be guided by unit performance, which will consider unit productivity, cost-effectiveness, and innovation as well as strategic priority and the specific role of the position.  Across-the-board budget alterations will usually be avoided.  Indicator metrics for these variables will be defined and unit targets may need to be established because different units may have different productivity measures.

6. The budget process needs to be relatively simple (i.e., based on just a few understandable metrics), consistent, and transparent and should ensure an open mechanism of communication between the responsible unit (e.g., colleges), budget managers, and departments and faculty within units.

7. An effective budget process encourages innovation and efficiency, and aligns incentives for behavior in support of strategic priorities, productivity, and cost effectiveness.

8. A formalized budget process, including annual submission of a budget document and a budget hearing, will ensure that budget needs and requests from all units reflect unit priorities broadly, are considered at the same time, and reflect a multi-year budget planning horizon within units.

9.  Once allocations are made, units are expected to operate within the framework and constraints of their annual budget, unless emergency situations (e.g., mid year state appropriations reductions, sudden dramatic enrollment shifts, etc.) occur during the year.  

10.   If possible within financial constraints, the Provost should maintain a contingency fund to be used for budget protection and/or for short-term strategic investment.

