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Executive Summary.  Delaware can shine.  However, the University of Delaware cannot stand out by emulating everyone else; it cannot excel in contests of size against larger competitors; and it cannot achieve excellence by decreasing the quality of its main product.  Yet UD’s current strategic direction tries to do just those things.  If Delaware is to shine, UD needs to return to developing its own, superior tradition.  This would mean becoming, and earning a reputation as, a world leader in teaching innovation to provide the best undergraduate education in the world.
Though UD is currently in a strong financial position, its business model—the standard one among most U.S. universities—is unsustainable.  This model relies on student tuition dollars as its main revenue source, continuously raising prices faster than inflation while focusing resource investments on almost everything except teaching those students.  UD has the priceless asset of a reputation for excellence in undergraduate education, but its budgeting system drains the Colleges—the main instructional units—of resources, resulting in cuts in instructional staff and erosion of the quality of education.  The Administration shows a lack of respect for faculty and students alike, decreasing morale and diminishing the motivation for continued improvement.  The solution to the problem is a radical shift in Administration priorities to emphasize people, not bureaucracy; and education, not administration.  Our slogan might be: “Education First: Small-College Education at Public University Prices.”
Specific changes recommended include the following:

· Shift resources to hire more faculty to better serve our clients, the students.

· Administrators must listen more and treat people better to improve morale and motivate excellence.

· Take the sexual abuse problem seriously, and address it creatively.

· Make transparency a reality, not a slogan, by making budget details and student evaluations of their instructors public.

· Reduce administrative overhead, starting with a freeze on growth in administration.
· Create a system for continuous improvement in teaching.

· Ignore ranking systems like US News that incentivize counterproductive actions.

· Re-evaluate the football program, which drains resources and distracts student attention.

The Fiscal Climate.  The University of Delaware is in excellent financial health.  According to its Consolidated Financial Statements, UD brought in over $904 million in operating revenue in fiscal 2014, more than $381 million of which (or 42%) came from tuition and fees.  Operating expenses were under $862 million, yielding an operating surplus of more than $43 million.  UD’s overall financial position is even better than this, with non-operating sources of income (such as income from the endowment) totaling more than $65 million, for a total increase in UD’s net assets of over $108 million.  UD’s total assets increased in 2014 to almost $3.4 billion, and with its liabilities less than a third of that, its net assets increased to over $2.4 billion.  Overall university finances are so strong that only eight universities nationwide have a higher bond rating.  The driver of the rising tuition revenue stream is UD’s superb reputation for excellence in undergraduate instruction.  This high student demand—over 26,000 applications annually—is what motivates student willingness to pay UD’s rising tuition and fees.  
However, UD cannot maintain this strength in the same ways that it achieved them.  Revenue has been increasing due to steep rises in tuition prices, but such increases cannot continue.  Indeed, rising tuition costs have contributed to a national student debt problem that has reached crisis proportions, and spurred a growing political backlash against university practices.  Public universities make an ideal punching bag for political conservatives, as they can be described as part of the inefficient public sector and dominated by “liberal elites;” the expectation must be that political pressure to limit prices and improve service will increase in the future.

At the same time, state allocations to UD have been declining and are likely to continue to do so.  With financial markets at all-time highs and “priced for perfection,” the expectation must also be for slower endowment growth, and probably declines at some point in the coming years.  And while numbers are not publicly available, reports suggest that even in hard-science areas where UD faculty have secure large grants, UD’s research mission is a net drain rather than a surplus-producing activity.  Other drains on UD’s financial position include the growth in administrative overhead and large annual deficits in the athletic department budget, totaling almost $30 million in 2011.
To achieve progress in the future, UD should not focus its investments in areas that constitute a net drain on resources, such as administration, athletics, and capital-intensive research.  If teaching generates most of the revenue, UD should be investing in offering an improved and more efficient education to justify the high tuition costs charged.
Currently, however, the opposite seems to be the case.  Even though the University had an operating surplus exceeding $40 million in 2014, UD’s prime revenue-producing units, its colleges, were told that their budgets were in deficit.  The Dean of Arts and Sciences reported that his College’s deficit comprised several million dollars, requiring dramatic reductions in faculty hiring and cutbacks in program funding.  Other Colleges seem to face similar deficits, which obviously stem not from a real shortfall of revenue to the University, but to Administration decisions to allocate that revenue away from the Colleges’ budgets and toward other priorities—most of which are not revenue-enhancing.

While the University’s “responsibility-based budgeting” process (RBB) is justified as a way to motivate and reward efficiency and innovation, it has no such effect, instead functioning primarily as outlined above: to siphon funding away from the revenue-producing colleges, especially their teaching function, and toward other Administration priorities.  Thus the system is not, at its core “responsibility-based” at all.  The Colleges, and especially Arts and Sciences (the largest by far), generate most of the revenue; yet the Administration reallocates so much of the money they produce that they are declared to be in deficit.  They work responsibly, yet they are punished.

A second problem is deeper.  The logic of RBB is to reallocate budgetary resources away from money-losing activities and toward more profitable ones.  Yet when it comes to educational activities, we neither can nor want to do that.  On the one hand, some vitally important sectors of the university are perennially money-losers, such as (to my understanding) natural sciences and engineering.  Of course we do not want to defund these units; nor is it clear that pressure on them to find efficiencies is wise.  They are vital to the university’s missions of teaching, scholarship, and the promotion of economic growth in Delaware.  Thus RBB is not really about self-financing or profit-generation at all; it is inherently a tacit exercise in arguing about how much surplus-generating units should subsidize deficit-generating ones, the university’s capital investment needs, and the dead weight of administrative bureaucracy.

Furthermore, even to the extent it is desirable to reallocate money away from units for which there is less demand, it is not feasible in the short run.  In a business environment, units producing less revenue can lay off unproductive personnel, but such savings are not available to academic departments facing declining student demand, as most of their budgets go toward salaries of tenured faculty who cannot be fired.  Over the long haul, these faculty members need not be replaced as they retire, but in the short run, Chair and Dean are stuck: there is no way to get the Department’s contribution to the college budget into balance.

The older model of marginal budgeting is more efficient and more appropriate for a university.  The RBB model requires much more administrative effort—and therefore administrative costs—as Colleges need large budget staffs to manage it.  Marginal budgeting, in contrast, allows planners to take as given those costs that cannot be changed—such as the salaries of tenured faculty, a large proportion of College budgets—and relieves Colleges of responsibility for expenses they cannot control (e.g., the internal “prices” they must pay for facilities services).  Marginal budgeting allows planning focus to be where it should be—on the allocation of marginal dollars.  Innovative activities can be funded if administrators choose to fund them.
Research at UD.  The author of this report is personally deeply committed to UD’s mission of research and scholarship.  However, the lack of transparency in UD’s financial reporting makes it impossible for an outsider—and a rank-and-file UD professor is very much an outsider—to determine the financial viability of the research enterprise at UD.  What is clear is that external research funding is becoming scarcer, while competition for that funding is growing, so the likelihood that UD can increase its income this way is relatively low.  I hope that UD will continue to be an institution that promotes research excellence, and I believe there are ways for it to continue to finance that pursuit, but research grants represent an unlikely avenue for a broad strengthening of UD’s financial position.  The main point of this report is simply to say: since undergraduate students provide our meal ticket, we must focus first on providing them with the excellent service that they deserve, and pay for.  Delaware can shine by focusing on innovations in undergraduate teaching that other institutions choose not to pursue.  Graduate instruction can also play a vital role in this vision, but the focus should be on service to undergraduates.
Following the Auto Industry into Oblivion?  In following the path of disinvestment in instruction—UD’s main product—we risk following in the footsteps of the American automobile industry.  The well-known story of GM and its domestic competitors is that while their balance sheets usually showed profits year after year for decades, they were failing to invest adequately in improving the quality of their cars (later provoking President Bush’s famous exhortation to them to develop a “relevant product”).  The result was the loss of market share to competitors even in good times, and then financial catastrophe in times of crisis.  In short, by electing to focus on making money rather than making good cars, American auto executives ensured that their companies became less and less able to make either.

American universities, including the University of Delaware, are currently the envy of competitors around the world, but the business model they are currently following is to focus on producing revenue surpluses instead of excellent graduates, for example by skimping on faculty and instruction.  This is already beginning to undermine the quality of instruction that can be offered—for example, by leading to increased class sizes—and will end in benefiting competitors.  
An illustration of UD’s tendency to emulate the worst practices of dysfunctional corporations in resource allocation is the creation of its new public relations unit, which engages in such wasteful endeavors as the creation of a “brand style guide.”  Put simply, the priority of UD’s administration is to degrade the quality of instruction offered at UD in order to pay for public relations efforts touting UD’s (declining) instructional excellence.  A clearer example of emphasizing image at the expense of substance, and the short term over the long term, is difficult to imagine.

Aside from budget dysfunction, the main threat to UD’s future—also related to an apparent desire to emulate the worst practices of corporate America—is its treatment of people.  More specifically, the problem is the pervasive and increasing lack of respect for students and faculty evinced by the Administration.  Provost Domenico Grasso’s September 18, 2014 open letter responding to a report of sexual abuse at UD illustrates the problem.  Grasso claimed, “this matter was handled . . . with sensitivity and clear communication with the student and her advocate,” and he dismissed the student’s reported concerns.  Yet this claim was self-disconfirming: sensitivity is in the eyes of the beholder, so if the student felt that the matter was handled insensitively and that communication was lacking, then it was.  Rejection of her complaints was perceived by students as blaming the victim.

The Provost’s message therefore achieved the opposite of its intended goal.  Instead of signaling to the University’s determination to address the sexual misconduct problem, the defensiveness of the message suggested an unwillingness to change—the letter contained no statement of UD’s willingness to seek to improve its policies and processes.  Students therefore generally concluded that the Provost’s letter was a “cover-your-ass” effort, and confidence in the administration on this issue declined among faculty and students alike.  Observers differed over whether to compare UD’s performance to General Motors’ cover-up of fatal defects in its cars or to the Catholic Church’s handling of abusive priests (referring to UD’s connivance at enabling the abuser to relocate his predatory behavior to another jurisdiction).

Faculty are also treated with contempt.  Administrators profess support for faculty governance, but systematically act to undercut any actual exertion of it.  Even faculty Senate committees (at both the College and University level) universally include administrators—a practice unfamiliar elsewhere—and these administrators often dominate the proceedings, sidelining the faculty whose are supposed to be doing the “governing”.  The lack of budget transparency fits here: apparently the Administration does not want to know faculty views about resource allocation.  Therefore it restricts access to budgetary data so complaints (like this one) can only be constructed on a slender base of evidence—and then dismissed as ill-informed.

At a more personal level, Administration expressions of contempt for faculty are more frequent and more damaging, but less well-known.  One top administrator likes to tell faculty the story of a professor at another institution whose egregiously stupid research misconduct resulted in a lawsuit against the university.  The attitude he conveys is that he suspects UD faculty of being prone to equal stupidity and misconduct; and that he is far more concerned with avoiding lawsuits than he is with promoting the research enterprise.  At least one Dean frankly refuses to explain the reasons for his decisions to faculty, and admits that he feels himself under no obligation to keep his commitments.  Department chairs are intimidated into silence, and removed if they ask too many embarrassing questions.  One associate dean took only one year to earn a widespread reputation for bullying behavior toward department chairs and rank-and-file faculty alike.

The promotion process provides an institutionalized opportunity for the Administration to recognize and reward faculty achievements, but this opportunity is all too often missed, especially at the named professorship level. At most universities, named or endowed professorships are reserved as recognition for the most outstanding scholars at the institution, but this is not the practice at UD, where deans are relatively unconstrained in allocating them.  Promotions often go to the Dean’s personal favorites rather than to outstanding scholars.  Procedures are manipulated, so that committees can be stacked with advocates of a favored candidate, or ignored if they delivered an unwanted opinion; faculty members are pressured to express support for a candidate favored by the dean; or the committee may be led by a personal friend of the favored candidate.  Instead of encouragement, the disappointed candidates—many of them first-rate faculty—often receive pro-forma e-mails making clear that the Dean did not even acquaint himself with their achievements, let alone feel any need to acknowledge them.

The effect of such systematic lack of consideration for faculty efforts is dispiriting.  Instead of feeling energized to improve their performance, some promising associate professors are so discouraged by the randomness of the promotion process that they simply give up.  Assistant professors are similarly disillusioned but, lacking the option of delaying promotion, they start looking to move elsewhere—an effort which deprives UD of the best of them.  Full professors, knowing the named-professorship game is rigged, and that faculty contributions are not valued, have no incentive to contribute their efforts to achieve institutional goals.  Most faculty try to teach well not because good teaching is rewarded—it is not—but because they are dedicated to serving our students well.  In this enervating environment, research does not thrive, teaching does not improve, and administration does less and less to support the functioning of the faculty—the producers of UD’s product.  

Here is one example.  Noting that RBB rules encourage seeking to increase graduate tuition revenue, one department considered creation of a professional master’s program.  While there was evidence of potential student demand for such a program, the idea was not pursued due to distortions in UD’s incentive structure.  RBB rules dictate that the College keeps graduate tuition revenue, but in this College, “the Dean doesn’t keep his promises” is a mantra even among his supporters.  It was decided in the Department that while the Dean might be willing to promise the resources necessary to support creation of this program, he was unlikely to follow through.  Thus the new program would have required substantial effort from the Department, and while it would have benefited the university, no benefit to the department was anticipated.
As this anecdote illustrates, UD’s current atmosphere interferes with innovation.  This is a decisive problem, since we are in an “ideas” business—indeed our purpose is precisely to produce innovation.  In corporate America, companies successful at producing innovation value their people and invest in them.  UD does not.  Administrators need to ask themselves: Does UD want to emulate General Motors in 1970, or Apple in 1985?  Apple rewards and invests in innovation and takes care of its people; GM does not.  At the moment, we are following GM’s path.

It must be understood that UD’s dysfunction is paralleled elsewhere in academia.  The AAUP national president recently joked at a UD event that many universities administrators across the country seem to wish for access to a Cold War-era neutron bomb—a weapon that kills all of the people in the area while leaving buildings undamaged.  This joke is an indication that the concerns cited above are common in U.S. universities: faculty feel that administrators do not only consider them a low priority; they feel that administrators are hostile to them.  Benjamin Ginsberg’s widely-cited book, The Fall of the Faculty: The Rise of the All-Administrative University and Why It Matters similarly details the nationwide decline of faculty governance and increase in administrative bloat.  The implication is of prime importance: the search for best practices in university administration is a mistake because other universities are increasingly creating the same problems for themselves.  Emulation is not innovation.

An Alternative Strategy for the University of Delaware.  University of Delaware faculty traditionally focused their efforts on their mission—indeed, their calling—of undergraduate education.  As a result, UD earned a reputation, especially throughout the northeastern United States, for providing an excellent education to its students.  The focus of UD’s strategic plan should be to build on and enhance that reputation by establishing UD as a leading-edge innovator in the area of university pedagogy, providing the best student instruction in the country.  We are not big enough to be a leading winner of research funding (though we have research niches that we should continue to cultivate).  In business terms, we should focus on achieving excellence in our main revenue-producing product, undergraduate education.  Like Apple, we should work constantly for product improvement.  Being innovators means not following the pack.  Everything else follows.
1.  Shift Resources to Hire More Faculty.  This should be obvious.  The logic of RBB is supposed to be that units with many students should get more faculty; regardless of the budgetary model used, this needs to happen.  It is obvious, and well-documented, that smaller class sizes yield both better education and better student satisfaction.  Departments facing heavy student demand should be able to hire faculty to teach the courses that are most sought-after.  Furthermore, the emphasis should be on permanent, tenure-track faculty who provide continuity of instruction; devise curricula; provide advising and field-specific career counseling, and can be held more consistently accountable for results.  The benefit to the university is both in providing better service and fostering our reputation for educational excellence.

2.  Treat People Better.  This should also be obvious.  Education is a creative endeavor; doing it—and even more, finding ways to do it better—requires fostering an environment conducive to creativity.  Innovative companies like Apple make their living from this insight.  For UD, faculty morale needs to be a primary concern.  Administrators who are not adept at encouraging faculty to do their best work should be replaced.  There is no excuse for the abusive behavior and bullying so common among UD administrators now.  At most universities, administrators only pretend to listen to faculty; at UD, they often don’t even bother to pretend.  The first question that needs to be asked is, “What can UD do to better reward faculty accomplishment?”  UD’s current practices, such as offering cheap gifts on five-year anniversaries of employment, are so inept as to be insulting.  Similarly, I was treated to a luncheon for my fifth anniversary of employment.  What I learned was that UD’s then-Vice President for personnel excelled primarily at obsequiousness: her fawning evaluation of President Harker’s remarks was truly remarkable.  I do not believe UD’s purpose was served by this event.
3.  Take the Sexual Abuse Problem Seriously.  The issue is important on all fronts: parents want to know that their children are safe at UD, and students want to feel safe.  The stakes here are the demand for a UD education.  At the same time, faculty morale demands that misbehavior be punished while the rights of accused are guaranteed.  There is no good national model here, but UD has many faculty members in Sociology, Psychology, Women’s Studies, Legal Studies and other areas with first-rate expertise that they can bring to the table.  Devising the fix needs to be a faculty-driven process that harnesses that expertise.  Creativity is called for.  One possibility is to train graduate students, especially social science grad students, to be investigators into allegations of sexual abuse, at least in student-on-student cases.  Action should not be hampered by a lack of resources to investigate incidents.  UD could seek a retired judge to adjudicate cases.  Adjudication should follow the Continental European format of judge-driven inquiry rather than the usual American adversarial process that leaves victims feeling abused all over again.
4.  Real Transparency.  Transparency should be for faculty, but also about them.  On the one hand, there is no reason why detailed budget numbers cannot be made public.  There will of course be controversy about how resources are being allocated, but open debate is what universities are for.  Which departments cost the most (gross and net)?  Why are administrative costs growing, and by how much?  If you can’t justify it, you shouldn’t spend it.  (On the other hand, most of it probably is justified—the above suggestion about sexual abuse requires more spending on administration.  Faculty, students and public alike need to understand that as well.)  Right now, the administrative response to every request for information is, “why do you need to know?”  The proper posture is to divulge unless confidentiality is absolutely required (e.g., on personnel matters).  An atmosphere of respect and trust is a requirement for unleashing creativity; secrecy fosters distrust and shows disrespect.
This transparency should not be a one-way street.  Many states mandate that faculty and administrative salaries at state universities be made public; the University of Michigan student newspaper publishes an annual edition publishing this data on every professor.  This is only fair: if administrators need to defend what they spend, professors should defend what they make.  Similarly, many universities make public the results of student evaluations of faculty.  Certainly UD students have a right to know how the professors are evaluated before they sign up for courses.  Faculty also would generally benefit from giving students access to systematic data on performance instead of forcing them to turn to unreliable sources such as Ratemyprofessor.com.

5.  Reduce Administrative Overhead.  The growth in administration is doubly draining on the productivity of the university.  Not only does each excess administrator demand additional excess staff, diverting funding from productive purposes; but each administrator increases the administrative demand on faculty time with their need for data and attention.  Before demanding cost reduction in the units that actually bring in revenue, administrators should first put their own house in order.  A freeze on any further expansion in supervisory administration should be the first step.  Again, administrators do real work and most of that work is necessary.  But opening the administrative machinery to the scrutiny of a faculty with numerous experts in public administration, business administration, organizational behavior and related fields—again, transparency—should enable the identification of areas where cuts can be made, while also demonstrating the importance of the rest.
6.  Create a System for Improving Pedagogy.  Current practice at UD, as at most universities, does little to support efforts to improve teaching, and even less to provide incentives for it.  UD’s merit evaluation process is laughable in every respect: the measures of teaching performance are unreliable and inadequate, and the rewards for doing well are negligible—even more so when merit pay raises are so small.  The path to improved performance is to focus on actually improving teaching, rather than focusing on measuring it.  The relevant model is to think about professional educators, like professional athletes, as capable of benefiting from coaching.  Departments should be expected to develop systems in which all faculty receiving coaching from a colleague—for purposes of feedback not evaluation.  Teaching improvements result from faculty dedication, not merit metrics.  The best teachers on the faculty, or those who prove best as coaches of teaching, may have their workload adjusted to focus on that task with less emphasis on scholarship or other areas of service.  The ultimate goal, again, is to establish UD as a leading-edge innovator in the area of university pedagogy.
Every area of UD pedagogy should be reconsidered.  Is the way teaching assistants are used serving the students well?  International students with thick accents should be replaced in the classroom by other instructors with similar credentials.  Some sort of master’s level CNTT track might be created for areas where this is a problem, for example for introductory courses in mathematics.  Departments should adjust their curricula to include some course offerings that can be offered online.  For example, language departments might design one-credit course add-ons that drill students in vocabulary along the lines of “Rosetta Stone” courses.  Social science departments might develop courses to convey background facts of history, geography, etc.  While of course critical thinking, writing and other higher-order skills should be the overall focus of a UD education, “delegating” the drilling of strictly factual information to computers would free up faculty to focus on those more creative portions of their job.
Interdisciplinary education also needs to be systematically encouraged through the allocation of resources.  Faculty and departments developing new interdisciplinary courses should be rewarded, for example, by having a new, team-taught course “count” for both simultaneously toward workload and resource-allocation criteria.  For example, an interdisciplinary team-taught course on climate change would like be superior to one offered within a single department.  The initiative should, if well-designed, result in courses that are more rigorous, more relevant, and more interesting to students than many current offerings.
7.  Ignore Ranking Systems Like US News.  Trying to raise institutional rankings on listings like US News and World Report is a losing game.   So is a public relations campaign in an area where word-of-mouth advertising is overwhelmingly the most important kind.  Indeed, the more innovative a university is, the less relevant these sources’ metrics are to the work actually being done.  UD should be proud, different, and offer its own evidence of excellence.
9. Re-Evaluate the Football Program.  Given the opacity of UD’s financial reporting, the net cost of the UD football program to the university is not clear.  However, football absorbs the lion’s share of athletic financing at most universities, and since UD does not routinely sell out its games, it seems likely that football is the main culprit in the athletic department’s large annual deficits.  Furthermore, research shows that football is a distraction for all students on campus, with home football games (especially victorious ones) associated with increased drinking and decreased grades.  Additionally, growing evidence of the long-term negative effects of head trauma on players’ mental health is likely to lead ultimately to legal liability problems for the university, with football again the producer of the lion’s share of injuries.  UD should take the bold step of re-evaluating its intercollegiate football program to determine whether the benefits of the program to UD’s visibility and school spirit are outweighed by its financial and academic costs.
