
Persistent link: http://hdl.handle.net/2345/4399

This work is posted on eScholarship@BC,
Boston College University Libraries.

Published in Planning for Higher Education, vol. 28, no. 3, pp. 38-44, Spring 2000

Strategies for reallocation

Author: Robert R. Newton

http://hdl.handle.net/2345/4399
http://escholarship.bc.edu




Effective resource management requires 
strong leadership. 

STRATEGIES FOR REALLOCATION 
Robert R. Newton 

In an article in Change on academic pro
ductivity, Massy and Wilger (1995) con

trasted the traditional meaning of "produc
tivity" outside academe with the reluctance 
of academics to understand the relevance of 
the term. Outside higher education, "pro
ductivity" means total benefits divided by 
total costs; increased productivity is achieved 
by using the same or fewer resources to ac
complish the same or better results. Wi th in 
colleges and universities, the concept of pro
ductivity typically focuses solely on results or 
outputs. Increased academic productivity 
equals improved outcomes without consid
eration of the resources required to produce 
these better results. Better results require ad
ditional resources—"we can do better if you 
give us more." The reallocation of resources 
to reduce expenditures or pursue more im
portant priorities is embraced only as a last 
resort. A n d there is often an unspoken 
agreement among faculty that it is not fair to 
take resources from their colleagues' pro
grams to enhance other programs or start 
new programs. 

A t the same time, there is a wide
spread convict ion that the skyrocketing 

costs of higher education require the rede
ployment of existing resources for greater 
efficiency or for new priorities (American 
Association of State Colleges and Univer
sities 1993). The price of higher education 
cannot continue to rise at rates signifi
cantly higher than the cost of family in 
comes or surrounding services. 

The reluctance to make the tough and 
usually unpopular decisions on reallocation 
also bedevils or frustrates efforts to fund pri
orities that emerge in strategic planning ef
forts. Many strategic plans, after serving 
their time on administrative shelves, end up 
in the recycling bin when incremental fund
ing necessary for implementation is not 
forthcoming. Rarely do these plans propose 
to free up funds by moving funds from lower-
priority programs or reorganizing for greater 
efficiency. This contrasts with business prac
tice where continuous evaluation is ex
pected to recycle reallocated funding to new 
or more productive initiatives. 

However, there are approaches to 
reallocation that some universities have 
found successful. Below is a series of prac
tical strategies that some institutions have 
used to facilitate, encourage, or require 
real locat ion w i t h i n schools or depart
ments in order to fund institutional stra
tegic objectives. 

Facilitating Teams 
Deans and department chairpersons have 
typically spent more of their careers as fac
ulty members than as administrators. A n 
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expectation or requirement that they real
locate funds may leave them bewildered 
about how to approach or accomplish this 
goal, leaving them in need of assistance 
from experienced colleagues or outside ex
perts. For example, one university estab
lished an internal S W A T team composed 
of financial and activity analysis experts 
who were on call for deans who wanted to 
analyze operations and explore alternatives 
for reallocation. Such teams are not only 
able to provide expertise but also to transfer 
or adapt successful practices across school 
or departmental lines. Another university 
used an outside consulting firm to train its 
staff in techniques widely used outside aca
deme to analyze activities for effectiveness 
and cost savings. Facilitating teams can also 
be used to assist deans or chairpersons in 
implementing several of the other strate
gies noted below. 

Promoting Reallocation in 
Proposals for Funding 
Some theorists see the task of administra
tion not so much as making decisions as 
structuring and monitoring the process by 
which decisions are made throughout the 
organization (Simon 1968). In designing 
the process for submission of new initia
tives, administrators can expect or require 
the proposal process to include a serious 
reallocation analysis and effort. For ex
ample, a paradigm for initiatives to ad
vance a college's strategic p lan might 
include the following elements: 

• Relat ionship of the ini t ia t ive to the 
institution's strategic plan 

• Ant ic ipa ted impact and outcomes of 
the program 

• Resource requirements 
- Percentage to be derived from real

location 
- Percentage from external funding 
- Percentage from internal incremen

tal funding 

• Timetable and criteria for assessment of 
the program's success or failure 

Proposals for new strategic initiatives 
would be incomplete without a realloca-

Many strategic plans end up 
in the recycling bin when the 
necessary incremental fund

ing is not forthcoming. 

tion plan or demonstration that a serious 
effort has been made to reallocate funds 
from lower-priority activities. This strategy 
is not unlike institutional policies that re
quire explicit efforts to find external fund
ing before al locat ing internal funds to 
individuals or programs. It is also similar to 
the expectations of external grant agencies 
that imbed in their proposal guidelines the 
requirement that institutions fund part of 
the program from institutional resources. 

Incremental funding could be tied to 
the ongoing reallocation efforts and suc
cesses of individual units. Incremental 
funds might be distributed in some propor
t ion to funds reallocated, e.g., for every 
dollar reallocated for an approved project, 
$2 in incremental funding might be added 
to the unit's budget for a particular strate
gic in i t ia t ive . O r funding for a project 
might be granted only if the administrator 
is able to pledge a specified proportion of 
total costs in reallocated funding. Some 
institutions view a willingness to shift 
funds internally and a track record in re
allocation as signs of active management 
of the resources that signal that additional 
funding wi l l be wisely used. 

Database Analysis 
While institutions of higher education of
ten have difficulty in compiling and pre
senting information that everyone agrees 
on, basic data about programs have an ob
jectivity that provides a less volatile context 



Criteria Rating (all ratings substantiated by data and/or rationale) 

QUALITY 

Faculty 
•Current 
•Projected 

Exceptional, Strong, Adequate, Weak 
Exceptional, Strong, Adequate, Weak 

Quality of Students 
•Current 

•Projected 

High, Medium, Low 

High, Medium, Low 

Information Resources 
•Current 
•Projected 

Exceptional, Strong, Adequate, Weak 
Exceptional, Strong, Adequate, Weak 

Facilities & Equipment 
•Current 
•Projected 

Exceptional, Strong, Adequate, Weak 
Exceptional, Strong, Adequate, Weak 

NEED 

Central to Mission 
Service to Nonmajors 

High, Moderate, Low 
High, Moderate, Low 

Student Demand 
•Current 
•Projected 

Growing, Stable, Declining 
Growing, Stable, Declining 

Demand for Graduates 
•Current 
•Projected 
Locational Advantage 
Comparative Advantage 

Growing, Stable, Declining 
Growing, Stable, Declining 
Yes, No 
Yes, No 

COST 

Cost/Revenue Relationship 
Other Costs and Benefits 
Potential Impact on Constituents 

Good, Adequate, Poor 
(List) 
Positive, Negative 

Table 1: Strategic criteria for the evaluation of academic programs 

for a discussion of reallocation opportuni
ties. Two possible data pools can be exam
ined to reveal possibilities for reallocation. 

First, basic data on faculty resources, 
student credit hours, number of majors, 
class sizes, student credit hours per F T E 
faculty member, external funding, and 
research output, for example, provide a 
basis on w h i c h to identify units whose 

instructional and research productivity 
may be out of proportion to the resources 
assigned to the unit. A second pool of data 
that contains valuable information is out
come assessment studies on the unit. If 
learning outcomes are poor, faculty evalu
at ions marg ina l , a l u m n i feedback or 
achievement unsatisfactory, or success rate 
for external funding low, an earnest con-



sideration of either the viabi l i ty of the 
program or a serious infusion of resources 
is in order. 

Both basic operational data and out
comes studies are information sources that 
should be examined i n the ordinary ad
ministration of academic departments or 
schools. Careful analysis of the same infor
mation provides a context for the discov
ery and serious analysis of reallocation 
opportunities. 

Program Audits 
Similar to database analysis, but focusing 
more on evaluative judgments and percep
tions, is the systematic and public review 
of programs against a set of evaluative cri
teria. For example, an academic program 
or series of academic programs might be 
evaluated against the set of norms similar 
to the criteria suggested by Keller (1983) 
and Shirley and Volkwein (1978), which 
are out l ined in table 1. T h e criteria in 
table 1 are an adapted version of a grid 
developed for rating programs at the State 
University of New York at Albany and are 
reproduced i n various publications. 

O n the basis of this analysis, pro
grams might be designated as (1) steady 
state, (2) reduce resources, (3) provide 
additional funding, (4) phase out, or (5) 
need new strategic priority. The overall 
impact of the program audit should be to 
reallocate resources from less effective or 
lower-priority programs to more effective 
and higher-priority programs. 

Whi le similar criteria have been used 
in the midst of financial crises to eliminate 
programs, there is no reason why this ap
proach cannot be used in "good times" to 
free up resources for application to new 
strategic priorities (Hyatt, Shulman, and 
Santiago 1984). T h e table above or a 
variation more suited to a particular insti
tution could be used for evaluation of a 
single academic department of a school or 
a more comprehensive evaluation of mul

tiple units. The analysis, supported by data 
in each category, provides a public forum 
in which comparative judgments can lead 
to reallocation decisions. 

Taxation 
A strategy that ensures constant attention 
to reallocation and guarantees that new 
funds will regularly be available for redistri
bution involves reserving a certain percent
age of existing or anticipated revenue for 
new initiatives. In some instances, unit-
operating budgets are automatically re
duced to a percentage of the previous year's 
budget. The unit administrator, e.g., the 
dean of a school, must reallocate funds to 
maintain operations, either by operating 
more efficiently or by eliminating lower-
priority activities. The provost may retain 
the percentage skimmed off the top for re
dis tr ibut ion to support new proposals, 
strengthen existing higher-priority pro
grams, or deal with unanticipated trends in 
revenues or expenditures (Shapiro 1978). 
In some cases, a percentage of the new rev
enue attributed to the unit is also reserved 
by the provost rather than returned to the 
individual units. Schools can acquire new 
resources from this pool of reserved funds 
by making the case that their proposals 
advance the strategic direction of their 
school and institution. The provost can 
provide temporary or permanent funding. 
If the initiative is funded on a temporary 
basis, the provost can then negotiate with 
the dean (after an appropriate experimen
tal period) on how a successful program 
wil l be institutionalized, e.g., through the 
new funding becoming permanent or the 
school reallocating funds to its continua
tion or through a combination of new and 
reallocated funds. 

Decentralization 
Under lying several of the strategies de
scribed previously is the disposition to 
transfer responsibility for reallocation de-



cisions from the central administration to 
local administrators. A s a strategy i n its 
own right, decentralization of the budget
ing process changes fundamentally the 
more traditional centralized budgeting in
frastructure so that it is more responsive to 

The central administration 
provides the context but expects 
local unit administrators who 
have expertise and immediate 

knowledge to set priorities. 

market forces or more focused on the 
institution's goals. Massy (1996), who has 
carefully analyzed the variations of this 
reallocation strategy, maintains that "de
centralization represents the necessary con
d i t i o n for resource a l loca t ion reform. 
Absent decentralization, rigidities and 
misallocations w i l l build up to the point 
where the institution cannot remain true 
to its mission or respond effectively to en
vironmental threats or opportunities" (10). 

Th is approach assumes that budget 
trade-off decisions about how individual 
units can best pursue school or university-
wide strategic goals are less effective if 
made by central administrators distant 
from the action and insulated from many 
of the impl ica t ions of their decisions. 
Rather, the central administration pro
vides the context, policies, and procedures 
that govern local decision making but 
expects loca l uni t administrators who 
have expertise and immediate knowledge 
to set priorities by allocating and reallocat
ing funds to achieve these objectives. 

Massy (1996) presents three basic 
variations of this approach: 
• Performance-responsibility budgeting allo

cates blocks of funds to units based on 
their recent performance and future pros
pects in the context of the institution's 
mission, strategic plan, and goals. The 

unit head allocates the resources to lower-
level units who determine actual budget 
lines. The central administration, rather 
than the unit, is responsible for managing 
revenues. In Stanford University's imple
mentation of this approach, the central 
administration supported a dean's willing
ness and success in reallocating existing 
funds, arguing that it was a sign of active 
management. It also viewed reallocated 
funds as the basis for matching grants that 
could stretch the incremental funds being 
distributed by the central administration 
(Massy 1990). 

• Revenue-responsibility budgeting allocates 
revenues to individual units wi th the 
units assuming responsibility for both 
revenues and expenditures. Un i t admin
istrators (e.g., deans) receive all income 
attributed to their schools, including 
tuition, grants, and state subsidies, and 
are then responsible for meeting both 
their direct expenses and the portion of 
the university-wide indirect expenses 
assigned to their units by the central 
administration. 

• Value-responsibility budgeting is a hybrid 
that attempts to avoid the dysfunctional 
aspects of the two approaches above by 
balancing performance-responsibility 
budgeting's emphasis on intrinsic institu
tional values with revenue-responsibility 
budgeting's stress on responsiveness to 
market forces. It uses revenue-responsi
b i l i t y concepts for por t ions of the 
institution's revenues and the block allo
cation approach for the remainder. 

In each variation, key aspects of bud
geting are transferred to those closest to 
the actual work, those who have the best 
information on the impact of alternate 
expenditures and are in the best position 
to set priorities and manage trade-offs. By 
establishing the expectation that funding 
for new initiatives must be supported by a 
reallocation of existing resources, decen
tralization approaches reduce the constant 



petitioning for additional resources from 
the central administration. Variations of 
these decentralization approaches have 
been appl ied i n a variety of contexts 
(Zemsky, Porter, and Oedel 1978; Stocum 
and Rooney 1997; Wi lms , Teruya, and 
Walpole 1997). 

Strong Leadership 
A veteran strategic planning consultant, 
asked for his opinion on effective realloca
tion strategies, responded that in his expe
rience the factor that determines the 
success or failure of reallocation strategies 

The factor that determines 
the success or failure of 
reallocation strategies is 

strong leadership. 

like those described above is strong lead
ership. A n y of the strategies described 
above w i l l lack acceptance or w i l l soon 
run out of steam unless key administrators 
are committed to support and monitor its 
implementation and determined to persist 
in its consistent and continuous applica
t i on . A dean must make diff icult and 
oftentimes unpopular decisions and accept 
their consequences. The provost must par
ticipate in and facilitate these decisions, 
then firmly and publicly back the dean in 
staying the course in the face of inevitable 
opposition. A s noted, there is seldom a 
groundswell of open support from faculty 
for resources for new initiatives if it i n 
volves diminishing support for programs 
that involve their colleagues. 

Conclusion 
The implementation of the reallocation 
approaches described in this article requires 
adaptation to cultures and organizational 
personalities of different institutions. These 
strategies wi l l not be transplanted in one 

piece or replicated precisely but wi l l be re
invented and adjusted to fit into the idio
syncrasies of different settings. Similarly, 
these strategies are not mutually exclusive, 
and most administrators will choose a "mix 
and match" approach, combining the in
sights and procedures of different ap
proaches to fashion an eclectic strategy that 
fits into and works for their institutions. 
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