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BROWN U N I V E R S I T Y

2/7/75

TO: Members of the Faculty

F R O M : Donald F. Hornig

SUBIFCT:

At my request the officers of the Faculty Policy Group have made
arrangements for an informal discussion of the University's finances
and budgetary and planning processes. Professor Elmer Cornwell
will serve as Chairman. The meeting will be held in the Crystal
Room, Alumnae Hall,on February 25, 1975 at 3:00 p .m.

The attached paper will be the basis for that discussion.

Members of the Faculty Policy Group have agreed to receive faculty
questions in advance so I or other members of the administration will
have the appropriate data available for reference and comment. You
are urged to write or call FPG members or my office directly. Attendance
at the meeting will be limited to members of the faculty.



February 7, 1975

To: Members of the Faculty

From: Donald F. Hornig

Subject: Policy Guides for the Budget

In recent months I have sensed a growing unease among faculty members
concerning the priorities which guide University policy and which find their
most immediate expression in budgetary and personnel decisions. While I
would like to keep the faculty informed as fully as possible on matters of
common concern, it is not possible to publicize the many details of a complex
budgetary and planning process during all stages of its formulation. I have,
however, tried to keep department chairmen and the Faculty Policy Group well
informed as policies were adopted and decisions made. With budget preparations
for 1975-76 entering their final stages this seems an appropriate time to address
to the entire faculty a summary of the priorities and constraints which guide us.
I appreciate fully that no policy can succeed unless the faculty understands it,
supports it and willingly cooperates in making it effective.

Our fundamental purpose is to maintain and develop quality in the central functions
of a university: teaching and scholarship. In addition to the intellectual climate
at Brown we must have a social and physical climate which is attractive to students
of the highest potential and which will nourish their personal and intellectual
growth. However, financial exigencies severely limit the means available to
realize these commitments. As is the case for most institutions of higher education,
Brown is overextended and must undertake selective cutbacks, including a reduction
in the size of the faculty. We have no alternative to taking the steps necessary
to insure Brown's financial stability and to guarantee its capacity for future
development. Our problem is to eliminate budget deficits without creating
irreparable educational losses.

The Financial situation

Let me review Brown's recent financial history once more. The fiscal situation
of the University has been unstable at least since 1968-69. Since that time we
have withdrawn more than $ 2 5 , 0 0 0 , 0 0 0 from endowment to fund current operations.
At an average yield of 4% we have thus reduced our annual income from endowment
by over $1 ,000 ,000 . These withdrawals have depleted our reserves to such an
extent that by June 1975 the estimated balance in accounts from which further
capital withdrawals can be made will be about $ 1 8 , 0 0 0 , 0 0 0 . The problem is
illustrated by the following table.
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Table I

Year Endowment Yield Applied

1964-65 $ 1 , 4 7 7 , 0 0 0

1965-66 1 , 8 7 1 , 0 0 0

1966-67

1967-68

1968-69

1969-70

1970-71

1971-72

1972-73

1973-74

1974-75

2 , 2 3 9 , 0 0 0

3 , , 234 ,000

3 ,581 ,000

5 ,638 ,000**

4 , 0 5 6 , 0 0 0

3 , 0 1 9 , 0 0 0

3 , 1 4 7 , 0 0 0

3 , 3 9 5 , 0 0 0

3 , 6 0 0 , 0 0 0 Estd,

Total Withdrawals
From Endowments for
Current Operations

$1,728,000

2,197,000

2,491,000

3,819,000

5,018,000

7,553,000

8,202,000

8,500,000

7,389,000

7,076,000

7,830,000

Net Expenditure
From Principal *

$ 251,000

326,000

252,000

585,000

1 , 4 3 7 , 0 0 0

1 , 9 1 5 , 0 0 0

4 , 1 4 6 , 0 0 0

5 , 4 8 1 , 0 0 0

4 , 2 4 2 , 0 0 0

3 , 6 8 1 , 0 0 0

4, 2 3 0 , 0 0 0 Estd

*The net expenditure from principal differs from the "deficit" as usually stated
because under the total return policy adopted in 1969 it was assumed that an
average income (interest, dividends, and capital gains) of 5.5" to 6% could
be realized and applied to operations. This-1 is the income used in calculating
the deficits, but .unfortunately this level has not been achieved recently.
Therefore, we should regard the withdrawal from principal as the true deficit
to be eliminated.

**Includes use of stabilization reserve.
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Eliminating expenditures from principal and ending the depletion of our reserves
has been a constant concern in my five years as President of Brown. We had
made substantial progress in this direction when the energy crisis and the rising
tide of inflation swamped our efforts. These external forces have necessitated
a complete change in our strategy. We can no longer afford the gradual reduction
of deficits we had originally planned. We must end withdrawals from endowment
very soon and have decided on a period of three years in which to achieve this
goal. This is probably the shortest period in which we can achieve financial
stability without destroying our educational stability.

The basic financial factors governing next year's budget are approximately as
follows:

Increased tuition income (ca 10%) $ 2 , 0 0 0 , 0 0 0

Increased endowment income none or negative

Increase in giving for current operations (57%) 400, O OP

Total Increased Income $ 2 , 4 0 0 , 0 0 0

One million dollars of this total increased income is earmarked for the reduction
of withdrawals from endowment principal, leaving about $ 1 , 4 0 0 , 0 0 0 of increased
income to be used to provide salary increases and to meet inflationary cost increases.
This $ 1 , 4 0 0 , 0 0 0 represents an increase of about 4% in the portion of the budget
funded from tuition, endowment and gif ts .

Overall Strategy

The overall strategy is to seek out all feasible reductions in non-academic areas
and to maintain strength as far as possible in academic departments, in essential
library and student services, and in development and alumni relations which must
play a major part in the long run improvement of our financial situation. It should
be noted that Brown already devotes a larger share of its budget to faculty salaries
than the major universities with which we like-to be compared.

Since last summer the budget has been analyzed in the light of our institutional
policies and the constraints imposed by existing personnel appointments, existing
facilities and existing commitments. For example, since the largest part of the
budget of most academic departments consists of faculty salaries, and since
appointments are already firm for 1975-76, there is very little leeway. Studies
such as those of the various task forces have produced revisions of the original
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working targets of last fall (which were educated guesses) to the present targets
If present targets are met the changes from the 1974-75 to the 1975-76 h adgets
will be as follows:

Table II

Academic Departments

Library

Development, Alumni Programs
and Public Relations

Campus Security

Business Offices and General
Administration

Athletics and Physical Education

Physical Plant

Student Related Services (Deans Offices,
Admission and Financial Aid Offices,
Resident Fellows, Career Development,
Chaplains, etc.)

Scholarships and Fellowships

+ 7.0% (includes 5% average faculty
salary increase)

+ 6 .8% (principally acquisitions)

+ 5.1%

+ 3 .7%

+ 3.0%

+0.6%

0.0%

-1.8% (+4.3% ignoring the Resident
Fellow program)

-4.5%

As of this date, the preliminary budget proposals are approximately $300 ,000 over
the Table II target in the academic departments and $150,000 over target in the
other areas. To reach our budgetary goals it will be necessary to replace the
Resident Fellow program by a new program still under study, to take Whitehall
and certain other buildings out of service a'nd to phase out some other programs
which are still under review.

The current targets are not final. Dean Mattfeld is currently reviewing departmental
budgets with the chairmen. We continue to look for means to improve effectiveness
and efficiency, and the Committee on Non-Academic Budgets (Professors Kestin,
Risen and Rohr) have brought in very valuable suggestions based on th-nr own
analyses and information and ideas supplied by the faculty. Continued faculty
interest in the budget making process is a welcome and essential component of
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our effort to build a stronger University. ACUP is also reviewing a number
of areas in the context of longer range priorities and plans and I expect its
recommendations to result in a further modification of targets. Both ACUP
and CAFA have reviewed the work of the Task Force on Student Aid and concur
in its conclusions.

Academic Departments

Inasmuch as decisions on all reappoint;:ients which will affect the 1975-76
budget were made before November 1, 1974, and some before June 30, (as
required by the faculty rules), further changes in the staffing of academic
departments will only occur as a result of resignations, leaves of absence or
new appointments to replace faculty who have been terminated or are on leave.
Such replacements will be authorized by the Dean of the Faculty and Academic
Affairs only when no alternatives are available to a department and it is essential
to the curriculum that the courses be offered next year. Since the possible per-
sonnel actions are minimal, budgetary gains are also being sought through
increased external funding for faculty salaries, both for faculty members at
Brown and to enable others to take leave of absence. We are also seeking
increased foundation and federal funding for research. Additional savings
must be sought in the reorganization and reduction of supporting services.

In the longer run, departments and programs must be selectively restructured.
I have already stated that the size of the faculty must be reduced by perhaps
75 people over the next few years. The first round of decisions must be made
by June 1, 1975 for cases of promotion to tenure and all reappointments of faculty
members whose appointments terminate in 1976 and who have been here longer
than three years. Decisions regarding those who have served less than three
years must be made by November 1, 1975. All of these faculty decisions will
be made in the light of the revised long-term plans which are now being developed.
These plans will be thoroughly reviewed with departments through their chairmen
by Dean Mattfeld and by me.

In the next few years we will need to be selective and to concentrate our effort
on the areas which will contribute most to Brown's present and future strength.
Our criteria will be:

1) Programs of national and international stature on which Brown's
reputation rests will be protected. These may be entire depart-
ments but more often will be programs within departments or
programs spanning several departments. Such programs are to
be judged by present strength and future potential.
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2) Programs which form the core of the undergraduate curriculum will
be maintained at sufficient strength to meet the student demand
and to sustain a high level of vitality in the teaching program.

3) Programs which are necessary as prerequisites to courses in other
disciplines or are required for pre-professional studies will be
maintained.

4) Disciplines or programs which are essential to the health and vitality
of related programs or of our overall community will be cultivated.

Conversely, cutbacks will be focused on programs which can be spared for the
present and which can be undertaken again at a later date if desired, programs
which are not in student demand and programs whose scholarly achievements do
not sufficiently support the overall standing of Brown University, or which are
not important stimuli to other areas of the University.

It is to begin to make these judgments that Dean Mattfeld, with the assistance
of Dean Glicksman, has been reviewing departmental programs with department
chairmen since September. These discussions are continuing. They are also
continuing in the budget discussions with the department chairmen. In the long
run I hope that ACUP will also address these problems and help us approach
them on a deeper level than has been possible thus far, perhaps by developing
reports for faculty consideration and discussion.

For the Immediate future I am, after discussion with the FPG, forming an ad hoc
committee of faculty and administrators to (1) assure that faculty views and
ideas are brought fully into this discussion, (2) act as a sounding board for
proposals as they are developed, (3) assist me in insuring that the processes by
which decisions are taken are adequate and (4) assist me in insuring that priority
decisions are adequately communicated to and understood by the faculty. The
committee will concentrate its efforts on working closely with me in insuring
closer links to the faculty in budgeting and-planning, particularly as regards
academic areas, during the critical period immediately ahead. I have asked
the FPG Executive Committee, in consultation with the Committee on
Nominations, to suggest faculty members to me.

Conclusion

The basic decisions regarding next year's budget will have been taken before
the Corporation meeting on February 14-15 and a tentative budget will be
presented at that time. A final budget will be submitted to the A & E Committee
for approval at its April meeting.
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The February meeting of the Corporation will be devoted principally to the
future of Brown University. At that meeting I will outline our goals and purposes
and five-year educational, financial, staffing and development plans will be
presented and discussed. Since planning will be a continuing process in the
future, it is my hope that these initial plans will form an agenda for discussion
by students, faculty and Corporation and provide the. basis for improved plans
in succeeding years. In short, the February plans will provide an as if
statement of the assumptions on which our present actions are based.

It would be pleasant to end on an optimistic note, to promise that the future
will be better than the present and to indicate how we can learn from adversity.
The plain truth is that our financial problems will seriously constrain our
educational development. We must learn to use our reservoir of talents more
effectively and to undertake new initiatives which do not require increased
expenditures. It is not much comfort to know that we share financial problems
with almost all colleges and universities as well as with the country as a whole
We must hope for the best, but for the time being we must also plan as realistically
as possible.


