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1. Introduction

After a brief introduction on the conséquences of globalization and of the 
information technology révolution for the universities (2), this contribution 
develops sorne general considérations about university govemance (3) and then 
focuses principally on,the rôle planning, budgeting, as well as financial tools, can 
play to overcome the résistance to change on the part of the university community, 
essentially the faculty (4)2. It should be considered as a somewhat provocative

The rapidly changing environment is directly challenging the universities in 
ways they hâve never experienced in their long history. Universities are challenged 
in ail aspects of their activity: the nature of their students, the way they deliver 
knowledge and do research, the way they interact with the civil society, business, 
the State and other universities and the manner in which they manage their main 
asset, their human resources. In order to maintain, or better, to improve the leading 
position they hâve occupied in the development and dissémination of knowledge, 
as well as to secure their rôle as main guarantor of cultural héritage and of sociétal 
values, universities hâve to adapt more rapidly to their changing environment. 
However, it appears that their traditional organizational structure and System of 
govemance restrain them from adapting rapidly enough.

Luc Weber is a Rector Emeritus, University of Geneva, Consul for International Affaire, Swiss Rectore' 
Conférence.
1 I am particularly graleful to Mrs. Mary O'Mahony, Deputy General Secretary of the Association of 

European Universities in Geneva, for the professional and rigorous editing of this paper.
21 am using the term (faculty) according to its American meaning, that is the teaching staff.

Luc Weber
University of Geneva
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Implement Changes More Smoothly1
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2. The Rapidly Changing University Environment3

essay to stimulate more thoughts on some aspects of the most complex, but so 
crucial, subject of university govemance.

Universities are, on the contrary, changing slowly. Most of them do not 
realize that they are losing thcir régional monopoly: students are more mobile, 
good éducation, thanks to new media and the supply of éducation as well as the 
production of new knowledge can increasingly be offered by private-for-profit 
organizations.

3See in particular Hirsch, W. Z. and Weber, L., Challenges Facing Higher Education at the 
Millennium, American Council on Education/Oryx Press, Phoenix, 1999, in particular chap. 4 to 6

4 On the topic of Responsiveness, Responsibility and Accountability, see in particular Weber, L„ Grin, 
F. and Harayama, Y., Responsiveness, Responsibility andAccountability in University governance: An 
Analysis of the Swiss Academie System, Report to the Fédéral Office of Education and Science in Bem 
in the framework of the Six-Nation Education Research Project, (fortheoming)

Moreover, in many countries, universities are hard pressed to deliver more at 
lower cost: their Financial sponsors— the State or private sponsors - want them not 
only to be accountable, but also to serve more directly their immédiate needs. In 
other words, universities are expected to be more responsive to short-term needs 
of the private economy, the State and their main stakeholder, the students. This 
influence is partly positive: universities should not prétend any more that they are 
the only institutions which possess knowledge and supply only what they like to 
do; obviously, they hâve to pay more careful attention to the aspirations and needs 
of their students and of the country. However, universities hâve to assume a crucial 
responsibility towards society. They are, with the established churches, the only 
human institutions able to preserve and transmit the cultural héritage of a society 
and hâve the professional compétences and appropriate status to analyze sociétal 
problems independently and scientifically. Business leaders and politicians should 
be brought to understand that a responsible university is also responsive in the 
long run4.

Globalization and the information technology révolution are changing the 
world at an increasingly rapid pace. Firms hâve to adapt to survive and 
govemments are making great efforts to adapt as well.
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3. More Effective University Governance

3.1. Traditional University Governance is Inadéquate

3.2. General Strategy to Make University Governance More Effective

The grcat majority of univcrsities has always becn govemed according to the 
so-callcd System of shared governance. This means that decisions are made 
collectively, mainly between faculty5, directors, deans and presidents6.

Consequently, even if shared governance has apparently served universities 
well for centuries, this decision making System appears to be less and less 
adéquate for the new environment, which requires decisions which are future- 
orientated, sometimes introducing an element of discontinuity, requiring acts of 
authority.

The idéal System of university governance is particularly difficult to 
conçoive. The reason is that the main asset of a university, that is its human capital 
(faculty, researchers and students), belongs, as in no other institution, to the 
bottom of the hierarchical pyramid, not to the top. Therefore, the centralization of 
most of the decision power on the presidency, that is the President, its team and 
committees, would not allow either for an optimal use of the human capital, 
because it would miss most of the knowledge and capability for initiative of the 
faculty, researchers and students.

Shared governance appears at first to be an idéal System of decision making, 
as appealing as extensive democracy. Howcver, the System has important 
shortcomings7:

It is heavy and slow, as each decision has to pass through multiple 
bodics or committees and can easily be stopped at nearly any level,

It has a strong bias in favor of the conservation of the past and makes the 
realization of new innovative projects difficult or too slow.

5 See foomote 2
6 I am using the generic term (President) to designate the academie leader of the institution, who is 

generally the "Rector" in continental Europe and the "Vice-Chancellor" in the UK
7 See in particular Tsichritzis, D„ Research and Education: New Rôles, New Instruments, Chap. 10 (pp. 

99-110) in Hirsch, W. Z. and Weber, L., op.cit
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These principles allow us to clarify the rôle which should be assignée! to each 
potential decision maker. If we restrict ourselves in this contribution to the key 
players of university govemance, that is faculty and presidency, we can infer from 
it the following conclusions. Faculty should keep a very large autonomy with 
regard to their teaching and research responsibilities, bc invited to make reports 
about the development of their discipline and to propose new projects; however, 
they should not hâve a final decision power conceming the fixing of strategie — 
that is long term - priorities or about the scientifïc profile of a new professer 
(which is by the way also a very long term decision). As their collective behavior 
leads most of the time just to maintaining the présent structures or programs, this 
is a necessary condition to allow the institution to adapt to its changing 
environment. Strategie decisions should be made by the leadership of the

K See for example Rosen, H. S., Public Finance, 5^ ed. Irwin, Mc-Graw-Hill, 1999, pp. 471 -484
’ I am developing this argument in a contribution prepared for the Glion Colloquium II at Del Mar, 

January 5-9, 2000, "Critical University Decisions and their Appropriate Makers: Some Lcssons from 
the Economie Theory of Federalism", publication fortheoming

10 It is what economists call the "subsidiarity principle"
11 It is what economists call (extenialities)

The basic principle is that decisions should be made at the lowest level 
possible10. However, the search for the optimal organization should take into 
account three additional considérations:

Decisions made at a low level often also hâve conséquences (positive or 
négative) at a higher level11; it is therefore suboptimal to make these 
decisions exclusively at the low level, as the chance is high that, in so 
doing, the extemal conséquences will be neglected.

Decision making at a high level allows in an increasing manner 
exploitation of économies of scale, which becomes a necessity in a time of 
increasingly scarce resources (consider for example the création of digital 
libraries),

The more a community is in favor of an equal treatment of equals, the 
more rules hâve to be set up at a high level, which implies also more 
bureaucracy and rigidity.

In order to conceive an adéquate organizational structure and répartition of 
compétences between the different bodies, one can draw on the économie theory 
of federalism8, as well as on public and private management théories9.
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4. Strategie Planning and Budgeting as Management Tools

4.1. Strategie Planning

Planning is a tool which contributes to looking into the future and to getting a 
better grip on it. It is useful to distinguish between the élaboration of a four or five 
years plan, which is essentially a means to extend the time frame of the annual 
budget and consequently largely to extrapolate past tendencies, and the 
élaboration of a strategie plan over an 8-10 years period, which is a powerful 
means to look into and to préparé for the future.12'13

institution, in collaboration with the deans and the initiators of new projects; in 
other words, the decision process should be more centralized, but take into 
account the profcssional input of the base.

Financial management, essentially strategie planning and budgeting, should 
play a key rôle in a modernly governed university. In a university where the 
presidency has more decision power than in a traditional System of shared 
govemance, the main difficulty for the presidency is to enforce its decisions. The 
solution is to find ways to reduce the natural résistance or even opposition of 
faculty and of other stakeholders.

As we know too well, faculty tend to be independent, self-centered and, 
worse, refractory to change. Therefore, it is very difficult to get their acceptance, 
ail the more their collaboration, by imposing a solution on them. Such an 
approach provokes. most of the time, a reaction of opposition, encouraging their 
résistance, decreasing their motivation for their university activity and/or pushing 
them to work essentially on outside projects.

One of the main challenges of govemance is to find the right means or tools 
to secure the effective participation of the people concemed by a policy change 
and to encourage them spontaneously to take initiatives in line with the general 
policy.

Since the market is recognized to be the most efficient, although not perfect, 
means of allocating resources, some financial management tools create "market- 
like functions" able to reduce the résistance to change.



Financial Management and Planning: or How to Implement Changes More Sntoothly76

4.2. Budgeting and Financial Tools: Expenditures Side

The objective on the expenditure side is to promote more flcxibility in using

The élaboration of a strategie plan should be a collective process, both top- 
down and bottom-up; it should be itérative, in order to optimize the solutions 
implemented. The presidency should lead the wholc process with the support of 
ad hoc committees representing the different stakeholders and disciplines. 
However, the final arbitrage should be the sole responsibility of the president and 
his or her team. If the University has an extemal board, it should be called upon to 
approve the plan; this would greatly support its enforcement by the presidency.

One should always keep in mind that it is extremely difficult to forecast the 
future correctly. Therefore, onc has to be aware that the plan will hâve to be 
adapted at short notice in order to take unexpected changes into account. This is 
why a strategie plan should be prepared every 4-5 years, even if its range extends 
over a longer period. Finally, it is not neccssary to introduce too many financial 
details. Rough tendencies and scénarios will do. However, the implémentation of 
the strategie plan requires good programming for each project and their intégration 
into the budget.

In a university, the élaboration of a strategie plan should promote the 
following:

Make the whole community aware of the changing environment as wcll 
as of their responsibilities and explore possible future scénarios.

Encourage a serious analysis of the strengths and weaknesses of the 
institution and its subdivisions and make an inventory of the proposed 
projccts and solutions to improve its standards,

Help to make strategie decisions, in particular to décidé about 
departments and/or creating or closing programmes, to set up broad 
priorities and posteriorities and to improve the management of human 
resources.

12 See for ex. Mintzberg, H., The Rise and Fait of Strategie Planning, Prentice Hall, Hemel Hempstcad, 
1994

13 See also Tabatoni, P. and Barblan, A., Principle and Practice of Strategie Management in 
Universities, CRE-GUIDE Nr 2, Association of European Universilies, Geneva, 1999
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It is also very important not to forget to eliminate ail those rules or daily 
administrative measures which create wrong incentives. Examples of bad rules are 
numerous: for example, the necessity for faculty to transfer to the university a high 
proportion of the grants they hâve been ablc to secure outside to fund their 
research, or the tendency to dccrease the university contribution to a priority 
project if the latter is well funded extemally.

Financial incentives and disincentives. As wc can think of many different sorts of 
measures, university managers hâve to be imaginative and fïnd those best adapted 
for their institution.

Different measures can help to promote flexibility.
The regular increase or decrease of the budget allocated to a subdivision 

or a program can be scheduled over a 4-5 year period and enforced, year 
after year, through the annual budget. These medium term trends should be 
made explicit by the university authorities according to the priorities 
(posteriorities) they hâve decided upon in their strategie plan. Subdivisions 
or program directors should know far in advance that their share of the 
university budget will be growing, be stable or be diminishing, whatever 
the tendency of the general university budget.

>> Departments or Faculties14 (Schools) should be encouraged to reallocate 
resources, that is to reduce one activity in order to create or finance more 
generously another one. One interesting way to implement such a policy is 
for the university authorities to encourage them to save money by allowing 
for a spécial contribution of 10 to 50% of the amount saved. However, 
such a measure is difficult to implement, as it is not easy to know if an 
activity has really been suppressed and if another activity is new. Deans of 
Faculties should be invited to participate in the implémentation of such a 
policy.

In order to implement the above-mentioned measures and to be able to 
co-finance at short notice a new unplanned, but important, project, the 
presidency should dispense the necessary fînancial means. In other word, 
an important component, let us say 2-5% of the total running budget of the 
university, should be at their disposai. Moreover, the budget allocations 
drawn from this spécial reserve should not be committed forever, but only 
for a limited period, let us say 5 years. Afterwards, the project should be

14 According to the European usage of the word
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4.3. Financial Measures: Revenue Side

The revenue side of the budget should be built on four main blocks15:
The State (whatever level of the community or as a joint effort of the 

different levels) should provide the necessary Financial means to cover the 
cost of the missions it has given to its universities. This means that the 
State contribution should take into account at least the number (and the 
cost) of students16 and the research infrastructure, which is a necessary 
condition not only to perform good research, but also to receive research 
grants both from research funding organizations and on a contractual basis. 
These basic financing rules can be established by law or fixed every 4-5 
years in a performance or output contract between the State and the 
universities.

European students should cover a higher proportion of the average cost 
of their éducation. This would hâve a positive impact on the allocation of 
resources and even on the income distribution, provided the low-income 
group can get the necessary financial support. However, universities are 
often afraid of proposing higher students' fees as they fear that the State 
would use this opportunity to reduce its own effort simultaneously.

As mentioned above, increased funding can be found in searching for 
financial support outside of the university, in research funding 
organizations and in the private economy. Donations are obviously the 
most tempting solution; however, it is difficult to convince people to give 
part of their wealth or revenue to a pubic institution (medical schools are

evaluated and, if considered good, be financed by ordinary means or 
extemal crédits.

Finally, the systematic search for extemal funding, that is for donations, 
subsidies from research funding organizations or contractual money, 
should be encouragcd, and even rewarded. The university could for 
example increase the amount received by adding its own participation 
(between 10 and 50%).

15 Regarding the European situation, see for ex.: Baliing, M, Thys-Clement, F. and Weber, L: Five 
Ways to Improve University Funding, CRE-DOC Nr 2, Association of European Universities, 
Geneva, 1997

16 This is particularly true in countries like Switzerland, where universities hâve, by law, to enroll ali 
those students who hâve ftnished high school.
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5. Conclusions

This essay on the rôle of strategie planning and budgeting as management 
tools postulâtes that university govemance should be seriously improved to permit 
universities to adapt to their rapidly changing environment. On the basis of the 
théories of federalism and of management, I suggest that university govemance 
can still be grounded in participation by ail potential decision makers; but that 
strategie decisions should be the privilège of the president and his or her team. 
Then, I note that it is easier to implement important strategie decisions using 
financial tools rather than with authoritarian rule enforcement. In this respect, I 
believe that strategie planning is the best means to préparé strategie decisions 
because it allows one to involve the whole university community. Finally, I hâve 
discussed different types of budgetary tools, which can be used to implement 
change.

I am aware that the above suggestions are too superficial to be applied 
without further thought in any individual university and, also, that they are quite 
controversial. Nevertheless, I believe strongly that the use of financial tools to 
promote change has not been exploited enough in the past and that they hâve great 
potential. They deserve, therefore, further thought.

an exception). The most promising source of additional funds are contracts 
to do spécifie research or to set up a spécifie éducation program for firms 
and even the State, or renting facilities (as long as they belong to the 
university).

Last but not least, one badly exploited source of income is the effort, 
which should be permanent, to decrease the unit cost of teaching and 
research thanks to better organization, the search for économies of scale in 
making joint efforts with other universities or with firms, and in using 
more systematically the new information technologies.


