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INTRODUCTION: 
Over the past several years, Pace has consistently faced financial challenges, but we have enjoyed a 
great deal of success and continue to make progress toward addressing these pressures. As President 
Friedman stated during his roll-out of the three-year strategic plan, A Path to a Firm Foundation, “Our 
past challenges prepared us to do more with less, focus on improving our productivity, strategically 
invest in areas of academic strength and build the quality and depth of our administrative team to 
enable us to continue to move to a position of strength.” 
 
While we are on the right path, the unpredictable economy requires diligence and we must remain 
focused on our goals of increasing fiscal stability and improving our management culture. Part of that 
diligence is enhancing our understanding of how and why we justify and commit resources to various 
schools and campus initiatives.   
 
After last year’s successful introduction of the redesign process we have integrated suggested 
improvements to make the budget development calendar and inputs even better.  
 

THE GOALS OF THE BUDGET PROCESS: 
 
Short-term goals include: 

• Identify the link between budgeting decisions and the University’s strategic plan  
• Focus budgeting on revenues as well as expenses  
• Provide additional guidance and training to Budget Representatives, Deans, and VPs on 

effective budgeting practices and use of forms 
• Combine the operating budget process with the development of new initiatives 
• Identify the roles and responsibilities of all parties involved in the budget process  
• Increase involvement of Directors and Budget Representatives 
• Prioritization of new initiatives and develop capacity for growth by substitution 

 
Our long-term goals include: 

• Implement technology enhancements to fully automate the budget development process 
• Revise the budgeting timeline to reflect increased focus on a decentralized process 
• Implement multi-year budgeting to encourage long-term planning 
• Combine the capital and temp restricted budgeting processes with the operating budget process  
• Encourage departments to partake in periodic zero-base budgeting 
• Introduce more in-depth performance analytics  

PRINCIPLES OF EFFECTIVE BUDGETING: 
The University has adopted a set of budgeting principles in an effort to provide additional structure for 
the annual budget process, inform individuals about key themes and objectives, and promote a holistic 
view of the University through budgeting.  
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• The budgeting process will remain sensitive to the defining aspects of Pace’s culture and 
committed to its core academic mission and capabilities 

• All budgeting decisions will be made in adherence to the University’s strategic plan 
• The maximization of revenues, the management of expenses, and the inter-relation of the two 

will be central to the budgeting process  
• “Growth by substitution” will be used continually to ensure incremental resources are devoted 

to the highest priority strategic initiatives  
• All budgetary decisions and reasoning will be communicated clearly and systematically in a 

transparent reporting process 
• The operating, capital, and new initiatives budgeting processes will be combined into a single, 

multi-year budgeting process 

 

GUIDELINES FOR RESOURCE ALLOCATION: 
These guidelines are designed to provide a formalized strategy and communication of how cost 
reductions will be realized, cultivate an entrepreneurial culture, and establish clarity among the 
University community on how to allocate resources. 

 
• Strategic investments should be made if they reduce continuing costs or increase revenues 

sufficiently, while preserving or enhancing the current service levels 
• Proposals for budget reductions, retention of current levels of funding, or potential revenue 

options will require business case analyses to explore the full impact of proposed actions  
• While administrative costs will be a key focus of budget adjustments, cost reduction measures 

should not be focused only on administrative expenses and services 
• Use of reserve funds will be justified where it eases the transition to a well-defined, sustained 

budget reduction solution 
• Synergies in labor activities and cost reductions in staff should be achieved through attrition 

where appropriate and without diminishing level of service  
• Revenue options, where feasible, should be invoked to reduce the size of expense reductions 

 

ROLES AND RESPONSIBILITIES: 
The process will continue to involve a significant number of individuals across the University.  An 
abridged list of roles and responsibilities is provided below. 
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Constituent Responsibility 
Budget 
Representatives 

• Attend monthly budget meetings and budget training and coaching sessions 
• As required, coordinate the development and input of proposed budget changes 

into the Budget Development Report 
• Help their respective Dean/VP/Department Managers with the development of 

strategic initiatives and business cases and input into the Annual Budget Plan 
Budget 
Committee 

• Continue current role of setting University-wide assumptions/fiscal parameters  
• Meet the deadlines of submission dictated by the Budget Calendar 

Office of Budget 
and Planning 

• Development of the University Forecast Model for presentation to the Board of 
Trustees 

• Coordination of the budget process, including ongoing development, training and 
communication of process changes, budgeting tools and timelines 

• Consolidation of school/division budgets into a comprehensive University-wide 
budget 

Academic Budget 
Director 

• Coordination of the development of the consolidated academic budget per the 
parameters and assumptions set by the President and Provost 

• Training and coaching of academic budget representatives 
Deans / Vice 
Presidents 

• Develop and communicate department-level expense parameters and assumptions 
• Responsible for developing Annual Budget Plans and Budget Development 

Reports for their respective schools/divisions 
• Comprehensive business cases may also be required for large-scale initiatives 

(supplemental) 
Department 
Managers 

• Develop and communicate strategic initiatives, business cases and proposed 
budget changes to their respective Dean/VP and Budget Representatives 

President/EVP of 
Finance and 
Planning 

• Present key fiscal parameters and the University forecast model to the Board 
• Review and negotiate Annual Budget Plans and Budget Development Reports with 

their direct reports 
President • Reviews, discusses and negotiates initiatives recommended in the Budget 

Development Reports 
• Reviews, revises and approves the University Budget 

Board of Trustees • Review and approve key fiscal parameters 
• Review and approve final University-wide budget 
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These guidelines are designed to assist Pace’s institutional leaders to create consistent, complete and 
efficient budgeting and planning documents.  It should be used as a reference and not as a prescriptive 
set of rules.  Each of Pace’s operating units and each initiative is unique and therefore may require 
inclusion, exclusion or focus on certain aspects of the recommended Annual Budget Plan.   

The following five sections (Budget Development Report, Executive Summary, Overview of Key 
Strategic Initiatives, List of Strategic Initiatives, and Business Cases) address the major components of 
the new Annual Budget Plan.  Each section provides content requirements and hints for ideal 
completion. The formal Annual Budget Plan should follow this outline. However, exhibits that directly 
explain points or provide additional supplemental detail may be included.   

 

BUDGET DEVELOPMENT REPORT 
The Budget Development Report (“BDR”) is comparable to the spreadsheets distributed and updated 
during the FY2012 budget development process.  All of the historic data is downloaded directly from 
Banner.  The Centrally Processed Changes column is used by the Office of Budget and Planning to 
input all budget changes proposed by the Budget Committee and approved by the President and Board 
of Trustees.  These changes include tuition, housing and fee revenues, and compensation and benefits 
increases.  All additional changes requested by the school/division are entered into the Strategic 
Initiatives and/or Re-allocations columns. 

 

EXECUTIVE SUMMARY 
The Executive Summary provides a consolidated view of the school’s/division’s historical and 
projected operating revenue and expenses.  Important aspects of the Summary include: 

• The Executive Summary is entirely automated.  All of the changes made on the BDR feed 
directly into the Executive Summary.  Please note that after a change is made on the 
BDR, the BDR Pivot Table must be refreshed to update the Executive Summary.   

• The inclusion of revenues is an important change as it highlights some of the additional 
“levers” that various deans/VPs/directors/managers have at their disposal when pursuing 
new initiatives and requesting funding.  This section reinforces Pace’s interest in pursuing 
mission-centered initiatives that fund themselves through new revenue streams.  

• The percent change column also adds to the ease of review by providing individuals with 
the ability to quickly ascertain which revenue items had the most growth or are most at risk, 
and which expense items are considered critical path versus less strategic.  
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OVERVIEW  
The second page of the Annual Budget Plan begins with a narrative overview.  The overview broadly 
summarizes the proposed Annual Budget Plan and provides a brief summary of the proposed strategic 
initiatives.   

This overview should contain: 

• A brief summary of the unit’s performance vs. budget for the past two fiscal years 

• An indication of how the unit is performing from a budget perspective year-to-date for the 
current fiscal year 

• Explanation of significant changes to the permanent base budget for any line item on the 
Executive Summary (i.e. percent change in excess of $100K & +/-20%) 

• Themes or commonalities in the unit’s FY2012 strategic initiatives 

• A short overview of the most significant strategic initiatives, in terms of resource 
requirements or strategy   

If successful, this summary should provide reviewers with a clear picture of the strategic goals, in 500 
words or less, for the school/division as they review the detail of the plan. 

                                                                                                                               

FY 2012 KEY STRATEGIC INITIATIVES 
The next section of the Annual Budget Plan provides for a listing of FY 2012 Strategic Initiatives.  
Each school/division should list their key strategic initiatives and complete a business case for each. 
Each department will likely have different drivers for approaching their strategic initiatives.  However, 
it is highly recommended that initiatives be listed if they meet any one of the following criteria: 

• Funding support from central administration is requested 
• New part-time or full-time position requested 
• Additional budget request for Adjuncts, Graduate Assistants or College Work Studies 
• Capital project requested, requiring submission of Capital Project Request Form (see 

Appendix II) 
• Significant allocation of human resources required to achieve key strategic goal 
• Cumulative one-year expenditure of over $100,000  
• Ongoing funding commitments of more than $50,000 per annum are required 
• Significant charges proposed to be assessed to other schools/divisions 

 

The table on page two provides for these initiatives to be highlighted individually. The initiatives 
should be titled, the estimated resource requirement should be listed, and a summary description 
should be provided.  Units should not go into great detail in this section, as each item listed on the 
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strategic initiatives list should have companion supporting detail.  There is no minimum or maximum 
requirement for the number of initiatives each unit should have; however, it is expected that units are 
consistently exploring new ways to streamline their operations, increase delivery of services, and/or 
better achieve their missions.  These requests should also be prioritized according to their importance 
to the success of the department in supporting the strategic plan. 

 

BUSINESS CASES 
As stated above, each Strategic Initiative should be expounded on in the Business Case section of the 
Annual Budget Plan.  This section of the report includes an area to more completely describe the 
initiative, to justify its strategic importance, to explain the initiative’s value proposition, to expound on 
how it will be funded, to address the potential risks inherent in pursuing or foregoing the initiative, and 
to suggest how the successful completion of the initiative should be monitored and measured.  

Despite the common requirements for inclusion on the list, and the guidance for areas to address, the 
components and detail of each initiative are expected to vary.  Similarly, depending on how many 
criteria apply to the initiative and how many resources are required, more or less analysis and details 
should go into the development of the report, and hence the justification of the initiative.  The ultimate 
level of detail is left to the schools/divisions/departments. Some initiatives may even be well served 
through the creation of an entirely separate and stand alone business case. 

 

1. Description of Initiative 

This section should provide a general description of the initiative in question, as well as 
some key summary points from the value proposition, funding analysis, and risk 
assessment.  The background of the initiative should also be discussed.  In addition to these 
points, the summary should address the high-level implementation plans for the initiative.  
The summary should be an expansion on the description provided in the listing of strategic 
initiatives, and should provide adequate information so that interested readers can take 
away the basics of the initiative without the need for reading the complete supporting 
information section.  

2. Strategic Relationship 

Discussions throughout the Budget Development Plan should be framed in reference to the 
service levels of the department.  The section should expand on that by discussing strategic 
initiatives through the framework of the University’s strategic plan.  The drafting of this 
section should consider the following questions: 

• How do the initiative’s mission and its major objectives align with the 
University’s strategic plan? 
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• How do leaders categorize the initiative within the strategic vision of the 
department (critical to sustain current service levels, augment service levels, 
answer to regulatory requirements, etc.)? 

• What are the goals and objectives of the initiative? 
• Has the operating environment and conditions of the department changed, 

creating a need for this initiative? 
• How does this initiative tie to current or past initiatives and what progressive 

steps towards desired goals has the unit realized? 
• Does this initiative impact other departments and/or facilitate collaboration with 

initiatives underway in other units? 

 

3. Value Proposition (alternatives considered, benchmarking, methodology) 

This section explains the alternatives that were considered in deciding to pursue the 
initiative in question, as well as why the presented initiative was chosen.  These decisions 
should be made with the support of external market research, competitive analysis, and 
benchmarking. This section should consider: 

• How will requested resources add value to ongoing operations? 
• What alternatives would provide similar value? 

 
After consideration is given to these questions, this section should include: 

• A description of the analysis that was done in comparing these alternatives to the 
status quo, 

• An assessment of the benchmarking, external market research, and competitive 
analysis that was completed, 

• An indication of the operational efficiency of the selected initiative and the metrics 
developed to assess success, and 

• The reasoning for why the proposed solution was selected. 
 

The relative cost of the initiative (e.g. dollars and/or man-hours) will dictate the amount of 
detail required for the market and competitive analysis; however, potential methods of 
analysis include: 

• Peer benchmarking – comparison of operations to select peer institutions to identify 
strengths and weaknesses.  Important aspects to consider when conducting peer 
benchmarking include geographic location, demographic information, service mix, 
market share, resources available, similarity of issues and challenges, and pricing 
structures. 

• Industry benchmarking – comparison of operations to consolidated peer group 
standards.  Important aspects to consider when conducting industry benchmarking 
include: historical and current trends, barriers to entry, market size, and the success 
and failures of similar past initiatives or decisions. 
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• Historical benchmarking – considers how operating environments have changed 
over time.  Important aspects to consider when conducting historical benchmarking 
include: historical attempts at similar initiatives or decisions and the effects of 
variations in operating or environmental conditions. 

• Internal benchmarking – comparisons of similar units/operations/campuses within 
Pace University.  Important aspects to consider when conducting internal 
benchmarking include: variances in levels of service between otherwise similar 
operations, opportunities for economies of scale, and effects of variations in 
operating or environmental conditions. 

 

4. Funding Analysis (source of funds, revenue generation, self-funding, requested funds, etc.) 

This section serves in tandem with the Annual Budget Plan to outline how the unit 
anticipates funding the proposed initiative.  If the proposed initiative requires funding, the 
planned source of the funding must be identified, and any concerns, open issues, or 
unanswered questions on initiative funding must be listed here.  If incremental revenues are 
proposed, substantial supporting information is required to justify the probability of 
capturing the revenues.  

Units should use an appendix for significant financial analysis, but this section should 
summarize those findings.  The sources for all support data must also be identified.   

If a capital project (greater than $2,000) is required for the initiative, a Capital Project 
Request Form will need to be completed and included in the Annual Budget Plan 
submission.  Summarize the contents of each form within the Funding Analysis section and 
include a copy of each form as support for the initiative.   

This section should include any important variance analysis and sensitivity analysis, as 
dictated by the drivers of the initiative.  There should be a discussion regarding how the 
proposed variances from the previous year or proposals may impact this initiative or other 
departments and initiatives. 

With respect to revenues, this section should include: 

• Description of current and incremental revenue sources, how these funds will be 
collected, and how they will be utilized, 

• Requests for funds from the University,  

• Proposed contribution to the University, 

• Disclosure of the use of temporarily restricted funds, 

On the expense side, the authors of this section should consider all expenditures, both one-
time and on-going, and functional expenditures, including but not limited to: 

• Facilities, equipment and space needs, 
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• Information technology needs, 

• Human resources and faculty member needs, and 

• Required central administration support services. 

In addition to the revenue and expense assessments, substantial initiatives should be 
supported with an internal rate of return and/or payback period analysis.  Illustrations, 
training and support for these types of analytics will be provided by the Office of Budget 
and Planning. 

If an appendix is created for large initiatives, it should include the proposed budget of the 
initiative as well as the financial and intangible implications of decisions proposed in the 
Annual Budget Plan.  This budget should represent a two-year schedule of revenues and 
expenses. This budget should include three components: base budget; incremental revenue 
& expense methodology; and, findings. 

• Base Budget: This budget should be representative of the revenues and expenses 
that the department will experience if the current level of service is maintained from 
the previous year, and it should be projected for two years.  In addition, it should 
provide adequate detail to support the new initiative (revenue and cost details).  
Requirements for capital budgeting should also be included in this section. The 
budget should take the general format displayed in the Annual Budget Plan, but also 
include the drivers of revenues and expenses (faculty, students, square-feet, etc.). 

• Incremental Revenue & Expense Methodology: This is a description of the extent of 
the financial analysis conducted in support of the initiatives.  Any underlying 
assumptions to the financial projections should be mentioned in this section.  As a 
general rule of thumb the following methodologies are acceptable: 

− Comparison of Annual Budget Plans: variance analysis 
− Additional Revenues: contribution margin analysis 
− New Department or Facility: full-absorption costing analysis 
− Additional Operational Support Function: NPV, IRR, payback period, or 

cash flow analysis  
Regardless of the methodology accepted, a sensitivity analysis should also be 
present to compare multiple different situations and funding opportunities. 

• Findings: This section details the reasoning and the results of the financial analysis. 
The narrative should explain any underlying facts or assumptions that are not 
obvious from reading the exhibit.  This section should also explain how changes to 
the current levels of service will affect other departments or initiatives within the 
University. 

5. Risk Assessment 
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This section details the level of risk associated with pursuing or forgoing the proposed 
initiative and how the risk will be managed in order to mitigate it.  At a minimum, this 
section should incorporate consideration of the following items: 

• Likelihood of success for the initiatives, 
• How risk (pursuit or forgone) will be managed, 
• Classification of risk associated with the initiative (financial, reputational, 

operational, etc.), and 
• The controls needed to mitigate risk. 

 

6. Financial and Operational Metrics (variance and sensitivity, ratios, etc.) 

This section should encompass how success will be measured for the proposed initiative.  
Performance metrics, goals, and methods for collecting metrics should also be presented in 
this section.  This section should also assign responsibility to individuals for monitoring and 
reporting the success (or lack of success) for the proposed initiative.  It should provide: 

• An explanation of how progress towards department goals will be measured, 

• A definition of how initiative level success will be measured, 

• Description of metrics that will be employed to measure goals and initiative success, 
and 

• Methodology for how metrics will be collected and whose responsibility it is to 
collect and monitor the metrics. 
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