JCPSG Seminars on sustainability

Summary of issues raised in discussion

“The challenge is to become financially sustainable and

 maintain academic credibility”

Rodney Eastwood,  Imperial College London

This paper provides a summary of some of the points made in discussion during the four seminars held so far on sustainability.  The seminars were held in early July 2004 in Edinburgh, London, and Bristol.

Participants were mainly pro-vice-chancellors and directors of finance, and this is reflected in the type of points made.  This summary should not be regarded as providing a comprehensive set of issues under each topic.  They do not necessarily reflect the views of any particular organisation or individual.   Neither do they include the views expressed by the presenters at the seminars – these can be seen through their presentations (http://www.jcpsg.ac.uk/resources/conference_proceedings.htm).

The bullet points represent the range of discussions at the seminars.  They do not present a comprehensive argument/picture in any one area.  However, we hope that these points are of use as thinking in the sector around sustainability continues to develop.

1.  Resource allocation

· financial articulation of academic strategy and portfolio management;

· planning tool, not a budget;

· it’s all about equity, and incentives;

· need to take holistic view;

· some RAMs will have to go;

· now is a good time to bring in TRAC principles.  May not yet be able to afford fEC but can start to understand it;

· tool to move from A to B.  Need to know where and what point B is, and where the problems are;

· RAM is just the starting point of a managerial process;

· sustainability as an institution, or of each individual unit;

· departments need to be prevented from spending income for infrastructure on increased volume of work; additional (infrastructure) funding needs to be ear-marked/reserved through provisions or similar;

· two approaches:

· devolved – easy to be transparent; incorporate a tax to fund central services, or recharge central services on the basis of use (cost drivers);

· centralised – easier to steer institution strategically; harder to be transparent;

· best of both worlds?: all income and all costs allocated for nanosecond, then bring central service costs back to centre, as not local responsibility or authority to spend;

· not historical.  Need to make investments in some departments;

· ‘top-slicing’ is not transparent, not equitable – need transparency and equity  to get PI buy-in;

· plan “acceptable deficits” and “expected surpluses”;

· concept of “collegial support” to counter demotivating effect of being shown in deficit, and to prevent over-hasty decisions (“well I’ll just stop doing research then”); 

· want to avoid unintended consequences (e.g. closure of a department) but need to know the size of the subsidy that that department requires, not to hide it;

· new method of Research Council funding – will be losers at department level even if, overall, the institution gains.  Depends on balance of PI/direct costs on their profile of projects;

· fEC recovered on Research Council projects in a department will be based on average institutional indirect and estates costs, not the TRAC costs for that department;

· is PFT really at breakeven, or do we need to consider the T/R split more;

· distribute QR on need?  Or on how earned?:

· allocate against plan, based on need, e.g. volume of grants;

· indirect allocation – allocate QR to departments through overt acceptance of surplus/deficits in departments;

· allocate based on how the money arrived in the institution (HEFCE formula for example);

· selling QR futures – free market;

· lot of uncertainty;

· system is not in steady state, will not be until 2010 – RAM will require constant development;

· 10-year vision – TRAC and RAM integrated.  For moment, TRAC only on Research activity;

· top-up fees are same for lab and classroom subjects – major impact on departmental surplus/deficit positions;

· incremental approach to fully sustainable RAM – far too demotivating to allocate all the infrastructure adjustment and COCE to academic departments.  Do it on Research Council and industrial work now (and give them all the income) but phase it in for other activities gradually;

· patch RAM now, sort out over 3 years;

· everything is lagged in RAM anyway – out-of-date data;

· although can’t charge all TRAC costs now, must allocate them to departments in a central model so that it can provide information for pricing (UGT, PGT), efficiency (£/FTE comparisons); portfolio planning; 

· but need to communicate the sustainability problems – link full costs with the income allocated to departments;

· institutional surplus must be justified to academics/Council;

· should PIs continue to keep the income relating to their salaries?  But will no longer be receiving from grants all the money they need to pay for consumables, RAs etc;

· few institutions are allocating to T, R, O at department level, although several are now planning this;

· fEC only a proxy for real costs.  Works best at high level.  Don’t try to assume can be ‘accurate’ at lower levels.  Use intelligently;

· space charging – useful to address territoriality.  Need to consider average cost/sq m versus actual costs of that building versus costs of good and bad condition buildings.  Costly to charge for space, but can lead to efficiencies.  Think through what want model to incentivise (give up space if growing institution?  Recycle space/find alternative users?);

· need to ensure can fund generic equipment (boilers, lifts) centrally;

· if space is costing ten time more than academics have ever been told, increase it incrementally over time to the proper level (matching the increases that are coming in funding perhaps);

· minimise upheaval.  Cap changes to individual budgets.   If applying moderation, then adding COCE to costs won’t make a difference;

· academics are enthusiastic to understand what central services are doing.

2.   Assets and infrastructure

· 10 years is reasonable timeframe to draw up a master plan; 

needs to be rolling (every 5 years), in recognition of the instability of the academic portfolio, growth/contraction; risk;

will take a lot of time to draw up; 

problems with developing estates strategy – finance, planning permission, decant issues;

· should all property costs be variable?;

· space utilisation – need academics to be incentivised; 
address utilisation through increasing activity, reducing building stock, or change the way it is used/managed.  Decant merry-go-rounds won’t help; space charging can be very beneficial;

· need to make buildings multi-purpose;

· SRIF must go on generic infrastructure (i.e. the boiler, which is used for both R and T); 

generic vs. leading-edge priorities – KDK-type surveys help to expose the size of the issue so it is given prominence in the institution.

· need to keep capital funding ring fenced – should link spend to academic strategy;

· mustn’t penalise past good management (e.g. by funding to institutions dependant on current condition).  Need to incentivise good management.

3.  Perverse incentives

· need for collaboration;

· fear of losing star academic;

· attendance on RAE panels – personal esteem, but unfunded time;

· SMEs cannot afford fEC;

· RDAs – funding dependent upon regional desire for activity;

· backlog grants – no need to maintain, as will get bailed out;

· RAE – volume driver;

· EU – no QR, unlike Germany;

· financially excellent, badly managed institution – success is through winning bids.  What incentive to get better managed?

· if threaten to shut chemistry, government might bail out;

· need 5-10 year planning horizon.

4.   Competition

· low cost competitors – outsourced call centres in India in 2004, will research units be outsourced by 2014?

· must explain fEC to sponsors (especially industry) in advance;

· put in context of value of product to the customer;

· no other country so far ahead in fEC as England.  Exciting, but risks;

· if funders start refusing grants from their first choice organisation on basis of cost, then work will go to universities which came second in the race;

· need market knowledge.  But not price-fixing;

· academic staff are unique/excellent, but want to undercut.  If price sensitive, should we be doing it? 

· are all HEIs being driven to do the same activities?

5.  Project management

· need to support PIs – what is absolutely necessary for them to do?  Take load off them in administration of grants;

· need to design system to cope with an urgent demand to sign a bid “the courier is waiting”;

· problem with academic acceptance of fEC.  Issues about definitions and use of time.  “Most of costs are fixed therefore any money helps”;

· if refuse to sign bid, academic could say I’m off to America, or could just do less work (being paid anyway);

· people management.  HR strategy;

· need to manage sponsors – pricing, expectations;

· don’t let academics start conversation on prices or costs of possible work:  “see my agent”;

· more business management skills;

· excess hours – responsibility now to think more widely.  Duty of care.  Workload management;

· need driver to increase efficiency of space use;

· need to monitor time on projects, aggregated across whole institution, taking one year with another.  Not project by project;

· projects should be appraised in terms of contribution required in the context of the academic strategy and staff development.

6.   Portfolio management

· what do we want to become?  Key driver needs to be mission differentiation: what areas are we in?  within each area, what is the balance of activity?

Senior management must know where the institution wants to go, and communicate that;

need to focus on what we do  “what is a university”; 

currently, institutional strategies are being interpreted locally as “shoot anything that moves”;

· need structure to assign responsibility – role of HoD crucial – at moment go for as many grants as possible;

· allocation of academic staff time critical;

· do academics need a certain amount of freedom as part of implicit terms and conditions (and their salary levels);

· differential impact on disciplines.  Stop medicine?

need to enable academics to do the work they want to do, are good at doing, even if not all financially sustainable.  Resource allocation model needs to do this;

most exciting research is medical, which is lowest recovery.  Don’t want to stop it.  Desire to do research, not to make a surplus.  May need to become sharper, reduce volume a little;

Government policy on fEC has been to increase funding – not to reduce it  - for same volume.  So perhaps reach balance at current volumes?

· how to allocate QR to get the most effective use of it (and to get the right decisions made on the portfolio);

monitor QR use.  Can’t allocate all, and then restrict projects in one area when QR in that area runs out if there is ‘QR spare next door’;

· some grants/contracts may have to be refused.  But this should be avoided – plan this.  Stop incentivising academics to put in proposals, rather than working out how to refuse them; 

can’t make decision on grant/grant because of success rates – need cumulative totals by sponsor type; 

no one wants to say don’t bid for a project.  Do so by linking it to academic strategy.  Make it clear it is necessary to do this to maintain research capability portfolio in the long-term.

· recovery across whole range of activities is what is important;

· need to shift towards more exploitation of resources for commercial work, rather than time-consuming RAE submissions and grant applications;

· closure of a department does not immediately reduce costs – at least for some time (marginal vs. fixed); 

long-time frame, not stopping activities tomorrow;

· capacity: capacity in each HEI, versus capacity of market (its ability to support new work), versus capacity of staff (1650 hours?);

· need to quantify value, not just cost;

· manage staff to see the consequence of their actions.  Mustn’t commit institution to damaging actions;

· culturally extremely challenging;

· performance management review will help in some institutions;

· EU – destabilising if sector doesn’t continue in this market, and damaging to UK research;

· in Scotland, portfolios being addressed at a national level?  Critical mass/capacity.  But signals are not coherent yet.  Need joined up thinking;

· with significantly regulated Teaching market how can portfolio be managed?

· needs risk management approach at high level;

· changes in funding may run counter to institutional strategy;

· TRAC – shouldn’t make decisions for you.  Just informs you about what you are doing, so you can make decisions;

· portfolio management shouldn’t be driven by money.  Informed by money.

