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Abstract 

    Aimee Susan Heeter 

THE DIFFERENCE BETWEEN THEORY AND PRACTICE IN THE TRANSITION TO  

RESPONSIBILITY CENTER MANAGEMENT (RCM) IN PUBLIC AAU INSTITUTIONS 

 

The landscape of higher education continues to change. After nearly 50 years of continued 

growth in the public sector, stagnation is expected with an enrollment cliff by 2030 (Bransberger, 2017). 

At the same time pressures for accountability, coupled with decreases in state funding, have pushed 

public higher education institutions to become more market-driven and entrepreneurial in nature. 

Burton Clark (1983) noted the change process itself remains elusive and is often overlooked in research. 

Also, most RCM studies have focused on the effect of implementation using externally facing resource 

dependence theory as a guiding framework. This study examines the experiences of financial leaders of 

Association of American Universities (AAU) public universities who have transitioned to Responsibility 

Centered Management (RCM) to gain insight into organization change and theories and practice in 

organizations. An exploratory mixed method approach was utilized combing both survey and multiple 

case study analysis using constant comparative method. Argyris and Schön’s theories-in-use framework 

(1996) and Schein’s cultural theory (1996, 2010) guide analysis, and interpretation of the findings. 

Three main findings were identified with positive outcomes in implementation. First, decision to 

transition is not limited to revenue generation, but a focus on strategic planning, accountability, and 

understanding (e.g., transparency). Second, successful RCM implementation is associated with Model II 

learning incorporating collaboration, reflective learning, and ability to change. Third, the culture of the 

institution must play a critical role along with strong leadership, and collective action. The presentation 

of findings leads to recommendations for future research and implications for practice. 
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Chapter I: Introduction 

Pressures for accountability, coupled with decreases in state funding, have pushed public higher 

education institutions (HEI) to become more market-driven and entrepreneurial in nature. Thus, senior 

higher education leaders have migrated or considered changing budget strategies to meet economic 

demands and adapt to the ever-changing landscape of higher education. These pressures intensified in 

the decade following the 2008 recession. Widening economic problems coupled with increased 

competition for students and the internationalization and globalization of higher education have created 

the most significant level of change to the academy in the past 50 years (Goldstein, 2012, 2019). Then in 

2020, higher education was severely financially impacted by the global pandemic associated with 

COVID-19.  

This study examines the experiences of financial leaders of Association of American Universities 

(AAU) public universities who have taken proactive steps to meet some of these challenges by adopting 

a more decentralized and entrepreneurial budgeting system commonly referred to as Responsibility 

Centered Management (RCM). The purpose of the study is to understand the differences between 

theory and practice in implementation. Organizational change in higher education is difficult given the 

diverse populations, competing missions, and loosely coupled organizational nature of especially large 

research universities. RCM models are decentralized, putting the responsibility for both income and 

expense at a school or college level to improve accountability and increase revenue generation. A study 

of RCM implementation provides an opportunity to study organizational change processes, 

organizational learning processes, and cultural effects. The present chapter provides background 

information about the changing landscape of higher education and the increasing number of institutions 

that are moving to RCM budgeting models. This will form the groundwork for the study of the change 

process. The first chapter concludes with the purpose and guiding research questions of this study. 
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The purpose of this study, developed more fully later in this chapter, is to gain insight into when, 

under what conditions, and how the reasons behind actions taken (theory-in-use) deviate from the 

originally planned logic and reasoning (espoused theory) in the implementation or subsequent changes 

of an RCM model. This includes the culture, level, or style of learning, and change process involved. It 

has been nearly three decades since the first public institution adopted an RCM approach with roots 

that can be traced back to private institutions such as Harvard, and Penn (Whalen, 1991). While RCM 

saw modest popularity in the first two decades, the number of public institutions utilizing RCM 

increased significantly after 2008 because of decline in public support and a shift to tuition reliance after 

the recession. RCM places decision responsibility an organizational level closer to the action (i.e., schools 

or colleges) with the intent of improved efficiency, strategic decision making, and entrepreneurial 

revenue generating activities (Curry, Laws, & Strauss, 2013). Critics of the model have noted potential 

issues of competition for student enrollment, lack of financial management at the unit level, and 

duplication of effort. Nonetheless, higher education institutions continue to utilize the model long term 

and additional institutions continue to migrate to some form of RCM. Given that enrollment pressures 

are expected to get worse in the coming years (Bransberger, 2017), putting pressures on more 

institutions to consider shifting, a study of the organization changes at this time is warranted. 

For most of the last 50 years, the higher education sector experienced large growth in 

enrollment. According to Goldstein (2019), the U.S. has experienced fewer than 10 year-to-year declines 

during this 50-year time span, with three occurring between 2011 and 2014 (Goldstein, 2019). However, 

stagnation is expected over the next few years with a steeper “enrollment cliff” by 2030 (Bransberger, 

2017). Institutions are bracing for continued enrollment declines as high school graduates are expected 

to decrease especially in the Midwest and Northeast. Specifically, Midwest high school graduates are 

expected to decrease from 762,000 in 2013 to 669,000 by 2030, a decrease of 12 percentage points. The 

Northeast region has a similar projection with a decrease expected of around six percentage points or 
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72,000 fewer high school graduates (Bransberger & Michelau, 2017). These declines are attributed to 

fewer babies born since 2007 as well as a decrease in the white public-school student population 

(Bransberger & Michelau, 2017). Prior to the decline in 2030, the West and the South are expected to 

experience sizable growth in high school graduates. This is partly attributed to the anticipated growth in 

the numbers of Hispanic and Asian/Pacific Islander high school graduates. By 2030, approximately 45% 

of the nation’s high school graduates will be from southern states with Texas and Florida making up 41% 

of the total (Bransberger, 2017).  

With a decrease in potential domestic students there continues to be an intense interest in 

recruiting international students. U.S. institutions have become global players in the marketplace. 

During the 10-year period between 2009 and 2019, international student enrollment in U.S. academic 

programs and optional practical training (OPT) grew more than 63%, or 423,683 (National Center for 

Educational Statistics, 2019). It should be noted that the growth has become more stagnant in the past 

few years with only a 0.05% growth in 2018-2019 and, more problematic, a decrease, predominantly at 

the undergraduate level, of 0.9% in new international students. New undergraduate international 

enrollments dropped by 1,658 students while graduate students increased by 1.5% in academic year 

2018-2019. OPT has the largest rate of growth increasing by 9.6% between 2018 and 2019 (Institute for 

International Education, 2019). International enrollment is generally viewed as a financial gain as 

international students studying in the U.S. tend to pay full-cost tuition. Their enrollments represented 

more than $12 billion infusion into the U.S. economy in 2003 (Goldstein, 2012).  

The overall economy of the United States suffered from the worst recession since the Great 

Depression between 2007 and 2009 (Heller, 2006, Zumeta, 2010). The US experienced the largest one-

year debt increase when the national debt experienced an increase of $1.7 trillion (Goldstein, 2019). The 

Gross Domestic Product (GDP) is used to measure the health of a country’s economy and value of goods 

and services. In 2016, higher education made up approximately 3%, or $560 billion, of the total U.S. GDP 
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(e.g., $18.4 billion). This has more than doubled since 2012 when higher education represented around 

1.1% (National Center for Educational Statistics, 2018).  

State dollars for HEIs increased in 2017 in absolute dollars for funding, but public HEIs continue 

to lag pre-recession levels in per student funding, controlling for inflation. Thus, public HEIs are looking 

for alternative resources to maintain current levels or return to year-over-year growth experienced prior 

to the recession. Currently, the pressures are put on the students as public HEIs tend to have three main 

sources of revenue: state funding, tuition, and philanthropy (Strauss & Curry, 2002). In the past 20 years, 

most public HEIs have flipped their funding models with student fee income providing the bulk of annual 

revenue (Kirshstein, 2013). 

In March 2021, higher education was significantly impacted by the global pandemic of COVID-

19. Colleges and universities were forced online while struggling with a myriad of financial issues. While 

many students were forced online for the remainder of the 2019-2020 academic year, impacts 

continued into 2021 academic year in terms of the impacts on enrollment domestically and especially 

internationally. For domestic students, beginners considered taking a gap year or starting classes closer 

to home. For international students, embassies and consulates were unable to open and process newly 

admitted international students. The former and latter led to financial difficulties, especially public 

institutions. COVID-19 not only impacted enrollment income, but auxiliary income related to housing, 

dining, and athletics. 

HEIs face common economic forces and pressures. According to Marginson (2016) there is 

increased pressure on higher education systems to change to fit the diversification of needs while also 

becoming less dependent on traditional revenue sources (i.e., tuition or state funding). Thus, public HEIs 

are encouraged to be more entrepreneurial in nature as they compete for tuition, grant, and 

philanthropic dollars. Therefore, institutions are evaluating budgeting approaches that could provide 

additional financial information and metrics to act upon. 
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According to Priest et al. (2002), “budgeting is an activity that allocates scarce resources in a 

manner perceived to reflect understood and shared institutional aspirations” (p. 228). Historically, the 

purpose of budgeting was to direct available resources to institutional priorities in a fair distributive 

manner. More recently, there is increasing focus on revenue generation. Specifically, Public HEIs are 

now looking for new sources of revenue to fill the financial gaps created by decreased state support, 

increasing costs for technologies, salary compensation, and shrinking populations, while maintaining 

competitiveness through improved efficiencies. Decentralized budgeting approaches are believed to 

provide incentives for growth by aligning authority with responsibility. In 2002, less than 1% of 

universities operated under RCM styles of budgeting. In 2013, nearly 14.2% of public HEIs reported 

having an RCM model (Curry et al., 2013). “RCM is soaring with more than 21% of doctoral institutions 

reporting that they use an RCM model according to the 2011 Inside Higher Education Survey of College 

and University Business Officers” (Curry et al., p.7). However, decentralized budgeting is not a panacea. 

It cannot correct past historical inequities, nor can it guarantee everyone will understand the budgeting 

process and its inherent goals (Priest et al., 2006).  

Generically, RCM is a budget process where revenue flows directly to the academic unit that 

generates it, instead of centrally to the campus. Central administrative costs are covered by a tax or an 

assessment to the academic (e.g., revenue-generating) units. Advocates of RCM (Strauss & Curry, 2002) 

note the methodology aligns authority with responsibility (Whalen, 1991).  

While many HEIs have migrated to RCM styles of budgeting, there are rarely two models that 

operate the same way. “It is rare for any one approach to budgeting to be applied in a theoretically 

pristine form” (Priest et al., 2006, p. 229). This can be attributed to cultural differences among 

institutions. The approach that works for one public HEI might not work at another. However, 

institutional culture can be overlooked by consultants when creating the initial scope of the model. 

Whalen (1991) notes the importance for the RCM environment to be reflective of the university’s 
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objectives in teaching, research, and scholarship. It is the inherent qualities that the culture of an 

institution is built upon. However, there is a lack of empirical research on the role culture plays in 

shaping strategic outcomes for changes in budgetary systems.  

Purpose of the Study 

Public HEIs are facing stronger than ever forces to adapt, change, and respond to evolving 

economic, political, and societal forces. As a result, many public HEIs, especially research universities, 

are migrating to an RCM budgeting model to promote a more entrepreneurial focus. The purpose of the 

study is to gain insight into when, under what conditions, and how the reasons behind actions taken 

(theory-in-use) deviate from the originally planned logic and reasoning (espoused theory) in the 

implementation or subsequent changes of an RCM model. In the last 10 years, institutions have 

migrated away from the term RCM in favor of unique names related to local contexts such as Auburn 

Budgeting Model (Curry et al, 2013). Others have used general terms such as incentive based budgeting 

systems (IBBS), or value centered management (VCM). Irrespective of the name of the approach, the 

inherit principles are the same. Therefore, this study will use the term RCM to refer to decentralized 

budgeting systems that are intended to promote more entrepreneurial organizations. 

Specifically, this study focuses on public AAU (Association of American Universities) HEIs that 

have either implemented RCM (within the past two years) or are a mature RCM institution that has 

conducted a review of its system and made formative changes. The AAU was selected as it encompasses 

institutions with similar characteristics based on rigor of education, scholarship, and research (AAU, 

2019). In addition, public HEIs were selected as they share similar revenue and regulation contexts, and 

cultural aspects which differ notably from those at private research universities. 

Several RCM studies have focused on the effect of implementation using externally facing 

resource dependence theory as a guiding framework. However, this study will focus on the internal 

change processes related to initial implementation and formative review. Burton Clark (1983) noted the 
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change process itself remains elusive and is often overlooked in research. Transitioning to a 

decentralized budgeting process from a more traditional, centralized incremental process can be a 

dramatic change in overall goals and norms of an institution. The current study explores whether and 

how institutions engage in organizational learning to adjust governing principles (values) that guide the 

university, in contrast to those that that simply modify practices but do not engage with more 

substantive cultural adjustments. How do these experiences affect overall culture or lead to the rise of 

sub-cultures within the institution, and what becomes their role?  For institutions that implement RCM 

without attention to culture, how did this occur and what were the results.  

Although some scholars, such as Weick (in Gumport, 2000), describe higher education as 

unchanging many others have noted the increasing acceleration of change within the sector, mirroring 

more general societal changes (Barber, Donnelly, Rizvi, 2013). Thus, applying sociological frameworks of 

culture (Schein, 2010) with concepts of organizational learning from the theories-in-use framework of 

Argyris and Schön (1996) can provide insight into sources of success and failure. These theories provide 

a basis for making comparisons between institutions. For example, how does change happen? Why do 

some institutions change with greater ease than others? Why does change drag on for years at some 

institutions, while others experience successful implementation in a short time frame?  What are the 

steps an HEI must take to enact substantive change successfully?  Are there characteristics among 

higher education organizations that change substantively when treated as profit-centered 

organizations?  What sub-cultures emerge and what are their roles in the change process?  Are there 

stages that characterize successful change? 

Action theory is utilized in this study to focus on people within an organization. People come 

with emotions and feelings that need to be taken into consideration. Schein’s cultural model (1996, 

2010) provides additional framing as Kezar & Eckel (2002) found a strong association between culture 

and the success of change strategies in higher education. The additional lens of culture can help us 
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understand different levels of the change process as it relates to implementing or modifying an RCM 

model.  

Research Questions 

This study seeks to address three key questions for understanding complex organizational 

change based on broad models of change (i.e., dialectical, social cognition, and cultural). The research 

will explore the difference between theory and practice (i.e., changes made from concept to 

implementation) in the initial transition to RCM or formative modifications based on evaluations of RCM 

within U.S. public, elite research universities. Argyris and Schön’s theories-in-use framework (1996) and 

Schein’s cultural theory (1996, 2010) guide interview question development, analysis, and interpretation 

of the findings. According to Argyris and Schön (1996), people often project a set of standards of 

behaviors or practices (espoused theory), but most time they act in a way that is in accordance with past 

practices and tradition (theories in-use). The two are often not congruent. For successful organizational 

change to occur, institutions need to engage and enact change in a way that will consider and modify 

existing norms, policies, and objectives (Argyris, 1982). In addition, the culture of the institution can 

impact people’s ability to enact meaningful change. Argyris and Schön (1996) also describe the ways 

institutions respond to the “anomalies” (unexpected consequences and outcomes) that institutions 

either in ways that promote (Model II) or stifle (Model I) organizational learning. These constructs, used 

in the following research questions, will be defined more completely in the chapters that follow. The 

following questions will guide this study: 

1. Why did the institution decide to move to or change RCM?  To what extent does this have to 

do with competitive and other external factors (e.g., resource availability). To what extent 

was it related to ongoing internal issues (e.g., organizational goals). To what extent was it 

related to values or operating practices?  
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2. What were the theories-in-use that most influenced the approaches taken by the institution 

and what “anomalies” did they encounter that required them to rethink their strategies? To 

what extent did the organization operate in a Model I or Model II mode through the 

processes of planning or change?   To what extent did the organization operate in a Model I 

or Model II mode through the adjustment of their approach?  Did the organization appear to 

have a general Model I or Model II learning? 

3. How did the implementation of RCM affect the culture?  How was the experience of moving 

to RCM influenced by the organizational culture? Are there identifiable subgroups that were 

particularly influential?  Were some subgroups less influential but strongly affected? 

Understanding not only how people feel about the change, but the innate organizational 

changes that can occur can help other public HEIs prepare for change with similar initiatives. Additional 

detail regarding research questions and design will be discussed in the methodology section. 

Summary 

Evaluating not only the process, but components of change are critical to understanding the 

organization change needs that are unique to public AAU institutions. As noted previously, there is a 

shortage of research examining actual change processes (Meyerson, 1998). This is a critical issue as 

public HEIs are being pressured to maintain academic excellence while decreasing dependence on state 

funding and tuition dollars. Furthermore, budget model changes represent an opportunity to study the 

change process as it typically can affect all levels of the institution. Thus, it can become a catalyst for 

significant change within public HEIs. 
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Chapter II: Literature Review 

The purpose of this study is to better understand how organizations negotiate the pathway from 

theory to practice in transitioning or making formative changes to a Responsibility Centered 

Management (RCM) budget model. It is important to look at research surrounding budgetary models as 

well as organizational change. Models of organizational change and the action research framework will 

be discussed as the primary conceptual underpinnings for the present study. In addition, public higher 

education institutions (HEIs) have a unique culture compared to other organizations as they rely more 

on consensus and less on a traditional hierarchical corporate culture. Therefore, additional aspects of 

cultural context as well as Schein’s theory of culture (1996, 2004, 2010) will be reviewed.  

Budgetary Models in Higher Education 

Although various labels are used, the literature generally includes reference to six general 

models of budgeting for colleges and universities: incremental budgeting; zero-based budgeting (ZBB); 

planning, programing, and budgeting systems (PPBS); formula planning; performance-based budgeting; 

and responsibility centered management (RCM). 

Incremental Budgeting 

Incremental budgeting has been the most popular budgeting processes since the early 1900’s. It 

is estimated that approximately 79% of public doctoral institutions currently utilize incremental 

budgeting fully or in combination with the other models described in this section (Goldstein, 2012). 

Incremental budgeting in its purest form increases the budget by a specific percentage uniformly each 

year across schools and/or activities. While it is often described as ‘line-item budgeting’, the underlining 

premise of incremental budgeting is that activities or programing do not change significantly from year 

to year (Goldstein, 2012; Curry et al., 2013). This creates a more neutral playing field where institutional 

resources will vary only in the margins between fiscal years (Goldstein, 2005, 2019). As a centralized, 

top-down approach, there is typically more central control and specific increases such as new faculty 
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hire lines which are decided by central leadership. Also, any unit level savings (i.e., retirements, 

departures) are moved back to central administration and do not remain at the unit level (Porter, 2013). 

This approach worked within higher education when budgets were not experiencing large fluctuations 

and enrollment funding was stable (Lasher & Green, 2001). However, centrally controlled resource 

allocation practices make it more difficult to engage in long range planning for strategic initiatives or to 

adjust to changes in enrollment or state funding (Curry et al, 2013). According to Lasher and Greene 

(2001) “This approach generally assumes that the basic objectives of the institution, department or 

program have not changed” (p. 513).  

Economic and other external changes over the past several decades have created challenges for 

all types of universities and colleges, which leads to suboptimal results with incremental budgeting. 

When allocations occur along the margins, the budget fails to identify specific priorities resulting in only 

minor changes from year-to-year (Curry et al., 2013, Goldstein, 2012; Porter, 2013). The advantage of 

incremental budgeting is its simplicity as well as providing a more controlled environment which can 

minimize conflict between units (Goldstein, 2005). Disadvantages include the lack of ability for long 

range planning and incentive for growth in a competitive market (Curry et al., 2013; Deering & Lang, 

2017).  

Zero-Based Budgeting (ZBB) 

ZBB can be viewed as an “all or nothing” approach to budgeting in higher education. Unlike 

incremental budgeting, which builds from the previous fiscal year, ZBB assumes all programs and units 

will start the year fresh with a zero budget. In ZBB, each unit justifies its request for money based on 

how that funding will be used to achieve the goals and objectives of programming for the upcoming 

fiscal year. Justification will typically include the benefits to the institution as well as possible 

ramifications if funding is not provided (Birnbaum & Snowdon, 2003; Goldstein, 2005). The decision 

process can involve multiple layers of administrative review. However, a pure ZBB is generally not 
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realistic in higher education. Without historical considerations, it is difficult to understand changes in 

programing and fails to recognize multiple year commitments. Thus, ZBB is more commonly part of a 

hybrid approach where ZBB is selectively applied to a small portion (typically less than 20%) of the 

overall model. As such, ZBB is useful for periodic reviews of programing. For example, a program might 

be funded for five to ten years and reverting to a zero-based budget after a specific time (Curry et al, 

2013; Schmidtlein, 1990).  

The third common model, planning, programing, and budgeting systems (PPBS) has seen limited 

usage and success in higher education. PPBS was originally designed for the federal government with 

little cross-over success outside the Department of Defense (Jones & McCaffery, 2005). PPBS evolved in 

the 1960’s as an approach utilizing concepts of operations research, economic analysis, general systems 

theory and systems analysis (Curry et al., 2013, Goldstein, 2019). The primary premise of PPBS is cost-

benefit analysis of organizational activities. Cost-benefit analysis of different approaches are established 

to examine resource requirements and potential gained benefits of funding various activities. PPBS 

entails long-term projections of financial implications as well as specification of the payoffs for program 

development. The approach applies a rigorous quantitative analysis and can be helpful with policy 

analysis. The process not only provides useful information regarding how funds are to be spent, but why 

the funds are spent in a specific way (Linn, 2007). Like ZBB, PPBS has had more popularity in theory than 

in practice. In addition, the focus on costs often undermines the public good aspects of higher education 

that are not easy to quantify, like its impact on democratic processes, health and well-being, and the 

preservation and advancement of culture.  

Formula-Based Budgeting 

The fourth model, formula-based budgeting, is most effective in a centralized environment with 

a central premise that focuses on equitable funding through unit-based inputs (Curry et al., 2013, 

Goldstein, 2019). Unlike incremental budgeting that often applies a specific percentage increase or 
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decrease across most or all program budgets, formula-based budgets are based on a specified set of 

measures (i.e., enrollment, research, residency mix, graduation rates, or time to degree). According to 

the 2011 Inside Higher Education College Business Officer Survey (Curry et al, 2013), 45% of college and 

universities with self-report units utilize some form of formula-based or performance-based models for 

budget development (Birnbaum & Snowdon, 2003).  

Formula-based budget planning can include modifications based on weighting schemes. For 

example, due to differences in tuition between state residents and students originating from other 

states, a resident credit hour may be weighted as 1.0 credit hour, while a non-resident credit hour might 

be weighted at 1.5. As another example, credits generated in laboratory or clinical courses might have 

higher weights than credits generated in lecture classes since they require more resources to teach.  

Formula-based budget models appear in theory to be objective, easy to understand, and 

provide metrics to measure progression. However, the use of quantitative measures can lead to a false 

perception of “fairness” due to the distribution formulas (Birnbaum & Snowdon, 2003; Goldstein, 2012, 

Linn, 2007). Also, weighting schemes can be difficult to enact unless activity costs are well known. In 

addition, Goldstein (2005) notes formula-based budgeting can create unintended incentives for 

programs that no longer contribute to the goals of the institution. This is an example of Goodhart’s Law 

in Economics ‘when a measure becomes a target, it ceases to be a good measure’. According to Elton 

(2004), it becomes difficult to utilize formulas as units will distort data toward what is being measured. 

When used for control: “they distort what is measured and influence practice toward what is being 

measured” (122).  

Performance-Based Budgeting 

The fifth common model, performance-based budgeting, has been around since the mid 1940’s. 

However, it started to see a re-emergence in the mid-2000’s because of the economic recession and 

efforts of influential organization such as the Lumina Foundation (Hillman, Tangberg, and Frayer 2015). 
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Performance funding is becoming prevalent at the state level with up to 25% of state funding for higher 

education funding being determined by some form of this approach (Hillman et al., 2015). The state of 

Indiana introduced performance-based budgeting measures for higher education allocations in 2003 

(ICHE, 2018). While the formulas have evolved, the focus has remained on outputs related to student 

success and the economic needs of the state. According to Hillman et al. (2015), performance funding 

focuses on the outputs instead of the initial inputs. Taking underrepresented students as an example, 

the state moved from funding the number of at-risk students at the enrolled stage to funding the 

average at-risk graduates. In theory, performance-based budgeting can provide greater accountability 

through a matrix to gauge change in specific performance areas as the goals are clear with rewards for 

both short-term and long-term achievement (Dougherty & Reddy, 2013). Hillman et al. (2015) note 

performance funding rarely achieves the outcomes initially intended as the “steps necessary for 

improving these outcomes are quite complex (p. 515). This can include campus climate, academic 

preparedness, mentorship, and student financial aid.  

Responsibility Centered Management (RCM) 

RCM represents the sixth common model of university budgeting. As already noted, this model 

entails a decentralized approach wherein decision-making and control of both revenues and 

expenditures are distributed to an array of responsibility center (RC) managers across the institution. 

RCs most commonly represent academic units such as schools and colleges. These are the tuition 

generation units of the university. Early in its inception, some thought RCM would be another passing 

fad. Birnbaum (2000) noted it could merely be a brief management approach that will “enjoy brief 

popularity but is not diffused widely or deeply”. While RCM has continued to grow over the past forty 

years, it has also changed considerably.  

Private institutions started using forms of RCM in the 1970’s and early 1980’s. Institutions 

initially using the RCM approach included Cornell, Harvard, University of Southern California, and 
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University of Pennsylvania (Whalen, 1991, and Curry et al., 2013). Distributing funding based on what a 

unit generates helps create the necessary incentive for efficiency and effectiveness. Benefits of RCM can 

include: 

1.  Greater transparency as models of funds flow helps decision makers understand the sources 

and mechanics of all campus funding. Thus, the RCM formulas accommodate new development 

and reorganization within the institution (Hern et al., 2006, Whalen, 1991).  

2. Joint discussion of revenue as it relates to strategic planning. This can include enrollment 

planning changes at the undergraduate and graduate level. Plus, it provides incentives for new 

program development. 

3. Increased collaboration in strategic planning as units need to understand the short- and long-

term implications of action on both the cost and the revenue side (Hern et al., 2006, Goldstein, 

2019).  

This should be led by the academic mission and purpose of the unit and not based solely on 

finances. In Whalen’s book on RCM (1991) he describes the primary tenets as: 

1.  Proximity – The closer the decision maker is to the budget the more relevant and informed 

decisions. 

2. Proportionality – The larger and more complex an organization, the greater the opportunity for 

more distribution of responsibility and authority. 

3. Symmetry – The key to a successful RCM model is to maintain balance between responsibility 

and authority. 

4. Operationalization – RCM can only be sustained through clear policies, rewards as well as 

repercussions for the responsibility of work. A year-end budget deficit is an example. A policy 

needs to be developed on the front end if the responsibility for a deficit is with the unit or with 

the campus.  
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Harvard called its version of RCM the ETOB (every tub on its bottom) system (Strauss & Curry, 

2002). The purest and rarest form of RCM embraces a pure market model where each academic unit 

competes against others for student enrollment like for-profit entities (Birnbaum, 2000; Strauss & Curry, 

2002; Theobald, 2011). Under an ETOB structure, each academic unit would be responsible for their own 

credit hour income, philanthropy and potential state funding based on a specific set of metrics (i.e., 

credit hours, publications, degrees). Consequently, each academic unit could set their own salary and 

benefit policies, recruit their own students, pursue philanthropic donations, determine financial aid for 

their students, and pay for capital and utilities based on usage. Any carry forward cash could be invested 

in facilities, faculty hires, etc. No higher campus priorities would impact unit decisions. In addition, ETOB 

does not provide any chance for funding common good activities for the entire campus (Whalen, 1991).  

While ETOB found limited success at Harvard, this was not the case at other universities as it 

lacks funding for strategic initiatives such as new programs or cross-RC collaborative initiatives. Second, 

ETOB lacked adequate salary funding for similar positions. For example, if school A has enough funding 

for a 2% staff increase and school B does not, a wage disparity could be created between like positions 

(i.e., academic advisors) (Strauss & Curry, 2002; Whalen, 1991). Finally, faculty became concerned about 

internal competition and the potential for lack of focus on academic quality as the focus could shift to 

the bottom line. 

At most public HEIs, there is some central funding reserved before pushing most of the funding 

and planning to individual RCs where there is greater control over day-to-day activities. This drives 

ownership and responsibility to the academic level and allocates indirect costs based on drivers or 

consumption. While some might argue control should be at the departmental level, keeping RCM at the 

dean level allows for cross-support of critical, but less fiscally viable programs. Typically, there is a 

subvention fund used to balance and fund the common good of the institution (Curry et al, 2013, Priest 

et al., 2002). Under RCM, academic units (i.e., RCs) have increased enrollment ownership, expenditure 
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control, and understanding of overall costs (Curry et al., 2013). Hern et al., (2006) notes the overarching 

goal is to blend budgeting and management decisions at the unit level within the university.  

The current literature does not provide empirical research on the drawbacks of RCM specifically. 

However, this is not to say there are not warranted concerns of the budgeting model. Since the 1990’s 

there has been a fear of a growing corporate influence over higher education where market forces can 

encroach on the academic values of an institution (Adams, 1997). For instance, there is a fear a unit will 

seek to generate revenue at the cost of the greater university. In this scenario, a unit could be tempted 

to admit a larger number of less qualified students to maximize potential income. However, the result 

could affect the rankings of the institution. Or an RC could seek to control costs by hiring more adjunct 

faculty in lieu of tenured lines which could affect the research productivity of the campus. Lastly, there is 

a fear of less collaboration across RCs since most of the income goes to the RC and not the campus. All 

these concerns are warranted and the reason why the implementation often takes one to two years to 

implement.  

Based on the potential drawbacks of RCM and concerns over perceptions among faculty, many 

HEIs, including Indiana University, have adopted a hybrid approach. This is becoming the norm to fund 

critical campus-wide initiatives. This accommodates university-wide goals by bringing more funding 

centrally. Therefore, RCM has continued to change over the years and morphs into a different model at 

each institution. Goldstein (2019) noted a full pure RCM model can be difficult to implement given the 

complexities of cost allocations and Priest et al. (2002) further noted “It is rare for any one approach to 

budgeting to be applied in a theoretically pristine form” (p. 229). This explains why approximately 15-

20% of institutions utilize a form of RCM that involves some form of centralized or activity-based 

budgeting. Hern et al. (2006) noted hybrid models of RCM are becoming the norm.  

Zierdt (2009) reviewed in-depth four institutions with RCM and found a hybrid approach was the 

norm to fund critical institution-wide initiatives. To provide a more direct sense of the ways that RCM 
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vary by context, the next section provides an overview of three institutions that have utilized RCM in a 

blended form for more than 20 years. This includes the University of Minnesota, the University of 

Michigan, and Indiana University.  

University of Minnesota. The University of Minnesota developed a blended model in 1999. 

Minnesota did not allocate all revenue to the academic units. Instead, it held the state funding centrally 

(Hern et al., 2006). Units that generated zero revenue were supported with state funding with the 

remaining state funding being distributed as discretionary funding at the central level for campus 

strategic priorities. Tuition is distributed 75% to the RC responsible for teaching the course, and 25% to 

the RC within which the student is affiliated as a major (Hern et al., 2006). For example, if a student 

majoring in business takes a history class, the RC within which the History department is affiliated 

receives 75% of the generated tuition revenue and the Business School gets 25% of the revenue 

associated with that course enrollment. 

University of Michigan. The University of Michigan moved to an RCM system known as “valued-

centered management” in 1998. It started with giving full autonomy to the units. However, this did not 

last more than a year after a leadership change. In 1999, a new system was developed using a hybrid 

model based on activity flow of revenue and some taxation for common good campus priorities (Cantor 

et al., 2003). Like Minnesota, Michigan retained 100% of the state funding to be managed by the 

provost. This was changed as the original cost drivers were difficult to explain and excluded the common 

good. Undergraduate enrollment was distributed 50% to the RC of instruction and 50% based on the RC 

of major. Michigan also uses a specific tax for funding central operations which includes a 2% tax on 

expenditures and 9% tax on sponsored research (Cantor et al., 2003).  

Indiana University. Indiana University is the Big Ten university that has used RCM for the longest 

time, starting in 1990. Prior to this time, Indiana employed a traditional incremental, centralized model 

wherein all student fee income, state funding and indirect cost recovery were distributed from 
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centralized accounts through incremental budgeting (Whalen, 1991, Priest et al., 2002). Budget lines for 

units were created for spending and little autonomy existed. In 1987, President Ehrlich (who had been 

Provost at the University of Pennsylvania, where one of the first RCM models was implemented) 

initiated the development of RCM based on the following three guiding principles: 

1. All unit related costs (i.e., compensation) and income (i.e., student tuition) are attributed to 

the academic unit flow directly. 

2. Appropriate incentives or leverages should exist for each academic unit to increase income 

and decrease cost to foster a clear set of academic priorities.  

3. All costs for central services (i.e., support units) should be allocated out to each academic 

unit (IUB RCM Review, 2015; Theobald, 2011; Whalen, 1991).  

Since 1990, Indiana has shifted funding models through its ongoing 5-year review process. In 

1990, 100% of undergraduate enrollment was distributed to the unit of instruction based on the current 

year, which was changed to a one-year lag by the late 1990s (Theobald, 2011). In 2014, there was a shift 

to undergraduate enrollment being distributed on a three-year cycle based on a flat rate. The formula 

included two past fiscal years and one current fiscal year. The formula was developed by the academic 

deans to reward those with current year growth, while providing a buffer for units that experience 

enrollment declines (IUB RCM Review, 2015).  

The state appropriation allocation has also evolved over past thirty years. Originally, state 

appropriations were used as a plug or a “hold-harmless” mechanism during the transition to RCM. 

However, in 1997 a ‘provost fund’ was established where 1% of new state funding would be held 

centrally for strategic priorities and common good. This formula changed in 2002 to 1.5% of state 

funding (Theobald, 2011). In 2016, the formula changed again to hold any new state appropriations 

(typically less than $2 million a year) centrally for strategic collaborative academic priorities (IUB RCM 

Review, 2015). 
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Assessments or unit taxes have also gone through an overhaul over the past 30 years at Indiana 

University. Like Michigan, the original tax structure was complex and made it difficult to plan. In 2010, 

the formula was altered to be based on four specific drivers. These include number of tenure-track 

faculty, credit hour enrollments, occupied square feet, and numbers of other faculty and staff (non-

tenure eligible). What was lost in transparency (i.e., paying for a specific amount of the library) was 

gained in the ability to plan strategically for the future. Each driver has a cost associated with a two-year 

planning increase (Indiana University Bloomington RCM Review, 2015). 

Implementing and Changing RCM 

As noted previously, a growing number of institutions transitioned to a hybrid model from the 

beginning or implemented components of a hybrid model during the evaluation stage. These changes 

can include (1) some budgetary items being funded incrementally, (2) formula-based, or (3) 

performance-based. Irrespective of the model blends, it is helpful to understand key components. The 

following factors have been identified as criteria for a successful implementation of an RCM budgeting 

model:   

1. Successful implementation needs leadership commitment, communication, and transparency of 

funding flow for healthy decision making (Strauss et al., 1996). 

2. Effective ongoing measurement of results is critical. This can be in the form of reviews that allow 

for adjustments and modifications (Priest et al., 2002).  

3. RCM is not static but needs to evolve through carefully planned changes. Toutkousian and 

Danielson (2002) note qualitative as well as quantitative measures need to be developed to 

evaluate appropriate ratios and relationships.  

It should be noted that RCM is simply a budgeting methodology that should not replace or 

overtake academic priorities. RCM divides the institution into RCs, most often a college or a professional 

school. RCM brings RCs together to assess and evaluate their responsibility to their mission as well as 
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the greater campus good (Hearn et al., 2006, Whalen, 1991). This can only be achieved through a clear 

understanding of roles; a stable environment; and clear rewards and sanctions for performance (Curry, 

et al, 2013). The university academic priorities should be the driver with the focus on the institution’s 

values, environment, goals, and culture (Priest et al, 2002). In addition, a one-size-fits-all model does not 

exist. Thus, it is important for an institution to integrate the culture of the institution into its RCM 

design. Complex models might work at one institution, but not at another. Adaptation to the university 

is key with oversight from administrators, faculty, and deans. 

Implementation of RCM is a complex process that involves continuous monitoring and 

adjustment, especially in its early formulation. In order to investigate the transition process, the next 

section of this chapter reviews models of organizational change that guide the current study. 

Models of Organization Change 

Most of the research into models of organization change has focused on the for-profit business 

sector. These theories vary widely from change being driven by organizational leaders to the importance 

of symbols and rituals in the change process. In reviewing organizational change, six prominent models 

in the literature that have been referred to with differing names over time. These models of change 

have been emerging more frequently over the past three decades to explain or understand the way 

change occurs in higher education especially during a time of restricted resources (Hern et al., 1996). 

The models include evolutionary, teleological, dialectical, lifecycle, social cognition and cultural.  

Evolutionary Models 

Evolutionary models view organizational change as a methodical process in response to external 

environmental forces. Evolutionary change is unplanned, and slow paced over multiple generations (Van 

de Ven & Poole, 1995). From the evolutionary perspective, change is highly dependent on the external 

environment and the organization is continually seeking equilibrium between itself and the environment 

(Van de Ven & Poole, 1995; Gumport and Pusser, 1999). The change often proceeds at a slow pace over 
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long periods of time. Evolutionary models have been applied successfully to research related to 

homeostasis in higher education, how institutions naturally adjust to external change (i.e., state funding 

reductions, student enrollment, etc.) over time (Clark, 1983; Sporn, 1999). The evolutionary model has 

not been successful with strategic planning in higher education as it fails to consider the internal norms 

of the institution (Chaffee, 1983; Kezar, 2001).  

Teleological Models 

The teleological model focuses on planned change (Kezar & Eckel, 2002). This includes strategic 

planning, organization development and scientific management where the organization is viewed as 

intentionally proceeding toward specified goals. Goals are socially constructed and enacted based on 

past experiences and behaviors (Weick, 1976). Teleological change is the underlying perspective in 

business organizational change theory research (Van de Ven & Poole, 1995). The approach tends to be 

rational and sequential through repetitive behaviors of plan development, implementation, evaluation, 

and modification. In addition, teleological change is proactive and intentionally driven by leadership 

compared to evolutionary change that is reactive, organic, and driven by the environment. Instead of 

adapting to the external environmental changes, this model allows the group to adapt to an internal 

goal (Van de Ven & Sun, K., 2011). Planning is the key process for the teleological approach with the 

outcome dependent on members of an organization. Thus, change is not predefined, but based on the 

decisions and reactions of the people in the organization as it relates to the internal/external 

environment as well as financial resources. Kezar (2001) notes the model follows a linear process and 

fails to account for the chaotic processes often associated with research into HEI culture. While 

successful in the business setting, there is limited empirical research into how change occurs under this 

model. Instead, the research has focused more on those who have had success and the approaches 

implemented (Levine, 1998).  
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Life Cycle Models 

There have been few studies of life cycle models of change in higher education (Levine, 1998). 

Under this model, change is not planned, but something that naturally happens in an organization 

through the process of individual changes (i.e., among faculty, students, and staff). Lifecycle differs from 

evolutionary models as the focus is not on the external environment, but on the human components 

within the organization (Cameron & Whetten, 1983; Kezar, 2001, Van de Ven & Poole, 1995). With 

higher education being considered a mature industry, change will be slow and less radical (Levine, 

1998). Kezar (2001) noted most of the research on lifecycle is anecdotal and more developmental in 

nature.  

Dialectical Models 

Dialectical (or political) models provide stronger explanatory power for understanding the way 

change occurs in higher education (Kezar, 2001). Unlike the teleological model, the dialectical model is 

not structured or planned. Instead, the change process is often chaotic and difficult to control (Van de 

Ven & Sun, 2011). Dialectical models can be seen as a conflict between ideologies which will lead to 

either change or stability. “Organizational entity exists in a pluralist world of colliding events, forces, or 

contradictory values that compete with each other for domination or control” (Van de Ven & Poole, 

1995, p. 517). Most often the change does not result in a gain of power, but a compromise with some 

form of change included (Gioia and Thomas, 1996). It is important to note not everyone in an 

organization is involved in change under this model (Baldridge, Curtis, Ecker, & Riley, 1977). Instead, 

subgroups form and become engaged in the struggle for power as it requires groups to be able to set 

agendas, network, and negotiate (Clark, 1983). In higher education, this model has been used to study 

change in the relationships between faculty and administrators (Gumport and Pusser, 1999). Persistence 

becomes the key to the dialectical change model. Studies through this framework note that change is 
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most likely to occur when individuals or groups are continuously involved in the change process (Hearn, 

1996, Kezar, 2001).  

Social Cognition Models 

Social cognition models of organizational change place an emphasis on cognitive dissonance. 

The model does not assume members of the organization have a shared view. Instead, the theory 

focuses on the mental processes of individuals along with their interactions to make change. As 

individuals learn more about the institution and its environment and discover things that do not align 

with their initial views, cognitive dissonance is created (Kezar & Eckel, 2002). Change is likely to occur as 

a reaction to these mental processes. This model is highly dependent on leadership’s ability to embrace 

and produce innovative change (Kezar, 2001). Discussion, debate, sensemaking and reframing are all 

critical components of the social cognition model.  

Research involving a social cognition model framework in higher education has noted 

institutions are often seeking change to be more like other elite institutions. DiMaggio and Powell 

(1983) define this as institutional isomorphism. Pressure to change does not come from efficiency or 

external market pressures, but from a drive to be more like others in reputation, status, prestige 

(Greenwood & Higgins, 2000; Sporn, 1999).  

Cultural Models 

Cultural models can be seen as a combination of social cognition and dialectical models of 

change. Cultural models take into consideration changes in the external environment as well as the 

culture of an organization (Kezar, 2001, Schien, 2010). Culture refers to the set of practices, embedded 

beliefs, norms, institutional ideology, attitudes, behaviors, and validations that shape the functions 

within an organization (Kezar & Eckel, 2002; Linn, 2008; Tierney, 1998). Clark (1970) first defined 

campuses as having unique cultures that are notably different from cultures at other types of 

institutions based on the myths, rituals, and subculture within the faculty and student bodies. These can 
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be based on assumptions of individuals, departments, and organizations. In higher education, the model 

has been used to explain unintended consequences of the change process. The traditions and history 

can move change forward or thwart its success (Birnbaum, 2000; Miller & Goodnow, 1995). Cultural 

models can provide a lens for complexity, ambiguity, and human interaction. It has moved beyond the 

big picture toward the nuances of the change process (Kezar & Eckel, 2002). 

Priest et al (2002) note culture is often overlooked by administrators or consultants when 

approaching a new financial model. Institutions fail to consider the unique quality of the subcultures 

embedded within. Subcultures encompass the core values in the dominant culture of the university but 

have additional values that are unique based on a shared experience. For example, a sub-culture can be 

created between faculty who share tenure-track status, or staff working in the same profession (e.g., 

information systems), or faculty within a shared discipline (i.e., core sciences). Without general support, 

the endeavor of transition can fail as a one size model does not fit all. Tierney, (1988) and Morgan 

(1997) note institutions are influenced by external factors such as the economy and political climate, but 

more importantly shaped by internal forces. These are important in understanding the culture within 

the organization. Institutional history or traditions can heavily influence an organization’s structure and 

can play a role in the change process. Attention to an organization’s history can help members of the 

organization set realistic expectations for change (Birnbaum, 2000). An institution’s history influences 

members by creating meaning through traditions, practices, and symbols (Gioia et al., 1996).  

Understanding culture is not a cure-all to fix organizational problems. By understanding the 

culture alone, one cannot increase recruitment or philanthropy endeavors. However, understanding 

culture can help organizational members select the best methods and approaches for making decisions 

(Tierney, 1988). This can be seen in the implementation of RCM. Hensley et al. (2001) examined the 

implementation of RCM in two institutions by examining academic departments. Hensley et al. found 

the implementation process “enabled them to transform their institutions, essentially, to turn them into 
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something new” (p. 15). For success, an organization needs to create trust and support while involving 

all levels in the process (Bergquist, 1992). While there have been numerous studies on culture in higher 

education, there is scant empirical research on how institutional culture affects change and the 

strategies employed (Kezar & Eckel, 2002).  

Reviewing the literature on organization change models reveals a wide field of applications over 

the past sixty years. Researchers have suggested that borrowing elements from various models of 

change can provide additional insight. Van de Ven and Poole (1995) note one model is not sufficient to 

explain change in a HEI. To limit the scope, this research will focus on dialectical models and cultural 

models of change. First, the dialectical model focuses on the internal conflict and the adaptation to 

change that occurs when individuals compete within an organization. The strife can often focus on the 

scarcity of financial resources which is applicable to a study on RCM budgeting model (Kezar & Eckel, 

2002). Second, the cultural model of change can be thought of as a combination of dialectical and social 

cognition models of change. The cultural model assumes change is a reaction to the internal and 

external environment. Histories and traditions are critical for understanding the perception of 

individuals within the organization. It assumes change can be regressive or progressive and 

organizational members often search for explanations to unintended consequence of change. 
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Argyris and Schön’s Theories-In-Use Framework  

Argyris and Schön’s (1996) theories-in-use framework provides insight into how people within 

an organization develop philosophical expectations and real-life action. They describe how people go 

about their thinking processes as individuals or subgroups and how that thinking translates into their 

behavior (i.e., action). Argyris and Schön developed this framework to see if the actions encourage 

learning or inhibit growth (Argyris & Schön, 1996). 

Argyris and Schön describe espoused theories as actions and/or values individuals believe they 

follow. Espoused theories are philosophical ideals for preferred action or behavior (Smart & St. John, 

1996). Espoused theories are communicated when members articulate how to handle a situation, or 

rationales for behavior. In contrast, theories-in-use manifest subconsciously based on one’s values, 

beliefs, and motives. Theories-in-use can be inferred based on actions and the basis upon which they 

act, perform, or carry out activities within the organization (Argyris & Schön, 1996). Smart & St. John 

(1996) hypothesize that the degree of congruence between theories-in-use and espoused beliefs 

determines the effectiveness of the institution.  

Model I and Single-Loop Learning 

Argyris and Schön (1996) describe two different organizational prototypes of learning, Model I 

and Model II, based on the congruence between espoused beliefs and theories-in-use. A Model I 

organization does not challenge its espoused theories or their relationships to theories-in-use. Model I 

learning is often repetitive or rote and maintains the status quo (Senge et al., 1994). The governing 

variables that drive Model I behaviors include achieve the intended goal; win; suppress negative 

feelings; and emphasize rationality. These strategies tend to advocate controlling oneself and the 

environment unilaterally. Model I behavior tends to discourage inquiry (Argyris, 1982; Boyce, 2003) and 

to create defensive interpersonal relations, low freedom of choice and reduces information production. 

It primarily engages in single-loop learning which involves making incremental adjustments to practices 
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to achieve the original objective. This can be thought of as correcting errors by modifying behaviors as 

to not repeat the error again, but not making any changes to one’s professed beliefs to bring them more 

in line with theories-in-use that are congruent with the new model. In lieu of learning, people tend to go 

back and reframe the action to achieve the goal. It becomes about changing strategies to attain the goal, 

but not learning and growth (Argyris & Schön, 1996; Batras & al., 2014).  

Model II and Double-Loop Learning 

In contrast, double-loop learning requires adaption or modification of the governing variables or 

objectives themselves. Double-loop learning requires a feedback loop that does not exist in single-loop 

learning. Learning goes beyond changing routines but becomes cyclical in nature, solving complex or ill-

structured problems (Argyris, 1976, 1990; Senge et al., 1994). Organizational members that work within 

a Model II mode seek help from other members of the organization, reflect collectively, and change 

their espoused theories in ways more congruent with their theories-in-use. Model II represents a more 

open and reflective learning culture (Batras et al., 2014). The governing variables include valid 

information, free and informed choice, and internal commitment. According to Argyris (1982) Model II 

promotes both advocacy and inquiry by sharing control with those who are involved in the action. 

Contrary to Model I, Model II consequences include minimal defensive interpersonal and group 

relationships, freedom of choice, and the ability of the organization to take high risk. While there has 

been more extensive research into theories-in-use on the for-profit side, it is typically only used in non-

profit (i.e., universities) when there is a crisis. Lipshitz (2000) notes more empirical research using 

Argyris and Schön’s concepts are needed. The unsettled economic forces affecting public HEIs require us 

to find solutions that go beyond maintaining the status quo. 

An underlying tenet of Argyris and Schön’s concepts is that learning occurs when desired 

outcomes are not achieved, which is perceived as an anomaly. When this happens, the individual or 

group can maintain their beliefs about how things happen and adjust their action strategies to achieve 
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the goal (single-loop learning). Alternatively, organizational members can reflect more deeply on the 

outcome and question and change their underlying beliefs (double-loop learning).  

Schein’s Culture Theory 

According to Edgar Schein (1992), organizational learning and planned change cannot be 

understood without first understanding culture as the organizational culture affects how members of an 

organization deal with change. Culture has been traditionally defined as beliefs and values of an 

organization that are typically held by its leadership. Over time, assumptions are created based on these 

values and become ‘shared assumptions that tend to dictate action within an organization (Schein, 

2010). Schein further notes, most members of a culture never question the underlying assumptions but 

take for granted the set of norms established. “The members of a culture are not even aware of their 

own culture until they encounter a different one” (Schein, 1996, p. 236). Schein (1992) developed three 

levels of culture to include artifacts, espoused values, and basic assumptions. Artifacts are tangible items 

that include shared stories, published missions, or language. They can be organizational items including 

clothing, logos, or buildings. These artifacts are visible to people within and outside the organization. 

Espoused values are the values, rules and standards that people within an organization believe are 

important to the organization. However, the values of the leaders can conflict with the basic 

assumptions of the overall culture. These need to be aligned for productive change (Schein, 1992; 1996; 

2014). Basic assumptions are more abstract than the espoused values. They are often unconscious but 

represent the essence of an organization. The assumptions help explain why people act in a specific 

manner. According to Schein (1996) learning problems can often be linked to the lack of alignment 

among cultures in occupational communities. Schein refers to this as culture of management. 

Culture of management includes three occupational communities: operator culture, engineering 

culture, and executive culture. The operators are referred to as the line workers of an organization. In a 

higher education institution, these would be considered the staff and the non-administrative faculty. 
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Operators must have an ability to handle crisis and learn from experiences. Teamwork is often an 

integral part of operators who rely heavily on communication, trust, and openness (Schein, 1996).  

In a higher education institution, the engineers can be thought of as the professional operations. 

This would include information technology, finance, academic counsel as this group concentrates on the 

core processes of the institution. The dynamics of this group focuses less on collaboration with people, 

and more on systems, and routines. The engineers tend to be governed more strongly by rules of the 

organization. According to Schein (1996), this group looks for people-free solutions. Engineers 

traditionally share common educational backgrounds, work experience, and job duties. A tension 

between the engineers and operators is often developed as the operators are looking to build more 

effective teamwork and not software development. As a result, this can often create a fear subculture of 

new advancements for fear of being replaced by technology (Schein, 1996). 

Lastly, the executives can be best described as the leadership of an organization (i.e., President, 

Provost, Academic Deans). This group shares a unique set of assumptions based on their role, status, 

and vision of a President. The primary role of the executives is accountability to constituents (i.e., 

Trustees, State Representatives, Alumni). According to Schein (2010), the executives can often become 

isolated and find it difficult to trust subordinates. Most executives in Schein’s body of work are those 

who have moved up the ladder and had previously been operators, thus knowing the insights of their 

culture. However, executives tend to disregard these values as they must be focused on the competition 

outside the organization.  

Schein (2010) notes it is critical for organizations to embrace all three cultures. All three are 

valid and essential for organizational success. Too often, one groups assumes another group does not 

understand so they resist. Instead, the groups should create a level of mutual understanding to evolve 

solutions and learning. All three groups can be applicable to higher education. For true learning to occur, 

all groups within a university must work together to implement a new budgeting model successfully. 
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Summary 

Over the past decade, higher education organizations, both public and private, have found 

themselves lacking efficiencies given the changing economic factors, increased competition, and 

globalization in higher education. No longer are U.S. institutions thriving at the same level they once did. 

The literature reviewed in this chapter outline budgetary model in higher education, models of 

organizational change, models of learning, and cultural theory. In particular, Argyris and Schön’s (1996) 

Theories-In-Use Framework, and Schein’s (1992, 1996) cultural theory will guide the development of 

research designing and interpretation of finding.  

The next chapter describes how the concepts articulated in this chapter are used to frame an 

inquiry into the adoption or adjustment of RCM budget models at U.S. public, elite research universities. 

The study described employs a multi-case study methodology to explore in depth the experiences of 

transitions to RCM at a purposefully selected set of universities.  
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Chapter III:  Methodology 

This chapter explores the research approach used to examine how the plans and practices for 

implementation or change of RCM evolved from planning (theory) to implementation (practice) at AAU 

public HEI’s. Specifically, the study explores select institutions that have moved or made significant 

changes to an RCM model in the last five years. Since there is a dearth of empirical research on this 

topic, both a deductive and inductive process will be used in the study. Deductively, the study uses three 

change models (e.g., dialectical, social cognition, and cultural) focusing on the theories behind Schein’s 

organizational culture theory (Schein, 1996 & 2010), and Argyris & Schön’s theories-in-use framework 

(1996). The qualitative, case-study approach also provides information for inductive analysis to 

understand findings that do not fit the deduced expectations. 

An exploratory mixed method approach was utilized to combine quantitative and qualitative 

data collection and analysis in a sequential manner (Creswell et al, 2018). The quantitative data built the 

options for the descriptive multiple case study analysis. A descriptive case study approach was deemed 

the best suited method of inquiry as it facilitates deeper interpretation, understanding, and insight 

(Merriam, 1998). This richer contextual approach is best suited for understanding theories and practice 

in organizations. According to Toutkoushian (2002), it is difficult to assess an institutional change as 

process cannot be measured by performance indicators alone as multiple factors can affect the change. 

In addition, multiple case studies allow the for the opportunity to examine a particular phenomenon in a 

variety of contexts (Miles & Huberman, 1994).  

Research Questions 

The research questions center around a public research university’s capacity to evoke real 

change, and not simply the modification of existing practice or system implementations. As noted 

previously, more institutions are moving toward an RCM-like environment due to the changing 

landscape of higher education. To migrate to a new financial philosophy, current practices, cultures, and 
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activities need to change. The research addresses three themes throughout. First, the study examines 

how institutions approach moving to a new model. A new model is defined as one implemented in the 

past five years. Next, I examine institutions that transitioned to an RCM environment five or more years 

ago and made formative changes since its inception. Lastly, the study considers what other institutions 

can learn from those experiences to effectively evoke change at the implementation or the modification 

stages. Understanding how organizations, and the unique sub-cultures within it, organize, plan, and 

respond to change will help college or university leadership and support staff understand what is 

involved in the transition to RCM. The following theory derived questions will guide this research: 

1. Why did the institution decide to move to RCM?  To what extent does this have to do with 

competitive and other external factors (e.g., resource availability). To what extent was it 

related to ongoing internal issues (e.g., organizational goals) To what extent was it related to 

values or operating practices?  

2. What were the theories-in-use that most influenced the approaches taken by the institution 

and what “anomalies” did they encounter that required them to rethink their strategies? To 

what extent did the organization operate in a Model I or Model II mode through the 

processes of planning or change?   To what extent did the organization operate in a Model I 

or Model II mode through the adjustment of their approach?  Did the organization appear to 

have a general Model I or Model II learning? 

3. How did the implementation of RCM affect the culture?  How was the experience of moving 

to RCM influenced by the organizational culture? Are there identifiable subgroups that were 

particularly influential?  Were some subgroups less influential but strongly affected? 
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Positionality and Acknowledgement of Potential Biases 

I have been a senior level finance practitioner for more than ten years. I am familiar with 

multiple approaches to RCM through my own institution, national organizations, and ongoing dialogue 

with peer institutions. My status of an “insider” brought a risk that my own experiences and biases could 

influence the findings. At the same time, I felt there was an advantage as I have worked within an RCM 

system for decades and assisted in navigating through multiple reviews. I understand the process, the 

nuances of the system, and the different lingo used by participants. In my opinion, this increased the 

comfort level for the participants as the interviewees did not have to explain terms. According to 

Marshall (1996) connections can be a “valuable source of insight, theory and data about a 

phenomenon” (p. 16). 

I have personally reflected on my own biases and positions regarding RCM and discussed with 

my committee chair. In addition, my role as a central administrator has broadened my view. 

Nonetheless, I have made sure to look for evidence that might conflict with my own view and include in 

the findings. In addition, I purposefully did not select my own institution as a case study. While it could 

have provided rich descriptive data, I felt I might not be as objective as I can with an institution to which 

I am not affiliated. In addition, I have sought feedback from participants in the study through member 

checks as well as those who did not participate in the study to ensure transparent decision making in the 

data analysis process (Yin 2014). 

Data Collection & Analysis 

A sequential mixed-methods approach is used to build one phase of research to the next 

(Creswell, 2009). This included an initial quantitative survey followed by five separate case studies. The 

case studies include semi-structured interviews and document analysis. The three primary research 

questions noted previously guided me through both phases of the study. 
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Phase One:  Survey 

Sample, Population and Participants 

The survey (Appendix A) was sent to all 38 AAU public research institutions. This target 

population was selected based on shared characteristics. All AAU members must demonstrate high 

quality undergraduate education, graduate and professional education, and recognition for excellence in 

research and educational programming. Membership in the AAU is by invitation only. In addition, 

universities that fail to maintain standards are removed. This selection ensures the universities included 

in the study have similar features in terms of programs, students, and faculty scholarship. The survey 

was sent to university-level finance directors. The naming schemes vary widely among institutions from 

budget directors to vice presidents for finance. For the purpose of this research, the individuals 

completing the survey are essentially the budget and finance director at the campus level. The AAU 

membership directory was used to identify all public members. Purposeful sampling method was 

selected to choose participants as it allowed myself to choose individuals who could best inform an 

understanding of a particular subject matter (Patton, 2015). Participants names, work phone numbers 

and work emails were identified through public websites of the associated institutions. Only one person 

was selected from each institution to complete the survey. 

Instrument 

 To ensure the survey (Appendix A) was clear and concise, three professional colleagues 

reviewed the survey instrument and provided suggestions to improve instruction and question clarity. 

After those changes were incorporated into the survey, a pilot survey was conducted with three 

additional professional colleagues to improve content validity. All individuals were affiliated with higher 

education finance. Two individuals from public institutions and one from a private research institution. 

None of the data collected in the pilot were used in the final research analysis. Aside from content 

feedback, this group tested the web-based survey process as well as completion time. Comments 
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received from this pilot group were used to refine the survey instrument. Since this survey was 

developed for research purposes, there was no need to pre-establish reliability or validity of the data. 

The final instrument consisted of 14 main questions in the web-based questionnaire. The questions 

consisted of multiple-choice, Likert-scaled questions, and fill in the blank. 

Data Collection Methods 

As noted previously the finance director for each AAU public institution was identified through 

web-based sources. Their names, work phone numbers and emails were all entered in Qualtrics 

database for use in distributing the survey, follow-up reminders, and thank you emails. After the final 

pilot, the Qualtrics-based survey URL was sent to the designated email address on August 15, 2020. 

Given all institutions were coping with the financial realities of the COVID-19 pandemic, participants 

were given four weeks total to complete the survey. For those who did not respond in the ten days, a 

second email was sent on August 26, 2020. I sent a personal note to those who did not respond to the 

second email request to seek additional responses on September 8, 2020. The survey closed officially on 

September 14, 2020. 

A web-based survey platform was used to improve participation and provide quality control. As 

noted by Schonlau, Fricker, & Elliott (2002), web-based surveys (1) reduce the completion time, (2) allow 

for directed branching, (3) and decreased overall costs. A web-based survey allows a participant to start 

a survey and return to the same spot for completion with no additional mailing or emails for responding. 

Anderson and Kanuka (2003) note internet-based surveys have a higher rate of completion than paper-

based surveys. As far as directed branching, this survey automatically directed respondents to the next 

question based on their previous answer. If a respondent indicated “has no plans to implement a 

decentralized/RCM system in the near future” in the first question, the survey was complete. This 

branching allows for less confusion on the part of the respondent (Fowler Jr., 2002). 



 
 

37 
 

Response rates were a concern given the current COVID-19 pandemic. Most colleges and 

universities were confronting financial stress as a result of testing, closures, and new modes of 

instruction. Thus, the survey tracking system added another method to increase participation. This 

allowed for more personalized emails as well as targeted reminder messages. The survey instrument 

and protocol were reviewed by human subjects. It was determined human subject approval was not 

needed for the initial survey. 

Phase Two:  Multiple Case Studies 

A total of five case studies at separate AAU public research institutions that utilize RCM were 

selected. Five case studies allowed for in-depth cross case analysis of data from multiple sites while 

providing an opportunity for rich exploration of each institutional context (Miles & Huberman, 1994). In 

addition, a multiple case study shows if there are similarities or differences among the case 

characteristics to get a better understanding (Stake, 2005). Five institutions were chosen as “two or 

three cases do not show enough of the interactivity between programs and their situations” (Stake, 

2006, p. 200). The multiple case format with five public AAU institutions allowed for the interpretation 

about meaning regarding organizational change and understanding the difference between theory and 

practice in the transition or review of RCM. 

Case Study Selection 

Purposeful sampling method was selected to choose participants as it allowed myself to choose 

individuals who could best inform an understanding of a particular subject matter (Patton, 2015). This 

came from the cases and participants were informed by the survey analysis (detailed in the next 

chapter). According to Lincoln & Gupa (1985), purposeful sampling increases the scope while uncovering 

multiple realities. Five public AAU institutions were selected to complete the questionnaire based on 

their level and years of utilizing RCM. This followed Stake’s (2005) criteria for selecting cases with (1) the 

most information, (2) willingness to be studied, and (3) accessibility. The case studies included two 
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institutions that have utilized RCM more than six-years and three institutions with two or less years of 

use. The following sections presents a high-level description of each case site location. Additional in-

depth details will be provided in the data analysis. 

Institution A is a large public research institution located in an urban setting within the Midwest 

and founded in the late 1800s. It is ranked between 40 and 70 among national research institutions. 

Total enrollment averages around 63,000 student full-time equivalent (FTE). Annual operation budget 

exceeds the $1 billion criteria and faculty, and staff FTE is above 20,000. Institution A has been utilizing 

RCM for more than 15 years. 

Institution B is a large public research institution located in an urban setting in the Midwest and 

founded in the late 1800s. It is ranked between 40 and 70 among national research institutions. Total 

enrollment averages 52,000 student FTE. Annual operating budget exceeds the $1 billion criteria and 

faculty, and staff FTE is above 20,000. Institution B has been utilizing RCM for more than ten years.  

Institution C is a large public research institution located in a city within the Midwest and 

founded in the mid-1800s. It is ranked among the top 70 to 90 national research institutions. Annual 

operating budget exceeds the $1 billion criteria and faculty, and staff FTE is above 20,000. Institution C 

has been utilizing RCM for less than two years.  

Institution D is a large public research institution located in an urban setting on the West Coast 

and founded in the early 1900s. It is ranked among the top 10 to 30 national research institutions. 

Annual operating budget exceeds the $1 billion criteria and faculty, and staff FTE is above 20,000. 

Institution D has finalized its first year of the pilot year of RCM. 

Institution E is a large public research institution located in an urban setting on the East Coast. It 

was founded in the mid-1800s. It is ranked in the top 160 research institutions. Institution E has a total 

enrollment of 31,000 and an annual budget of one billion. 
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A specific principal contact was established at each site. The contacts are senior level fiscal 

directors as these individuals are most likely responsible for drafting and implementing the budget 

changes. This purposeful sampling represents a population that is well informed about the issues 

surrounding the research questions and most likely to provide the most descriptive information 

(Merriam, 2009). A total of six individuals were interviewed in five separate cases. The sample size was 

determined through saturation (Corbin & Strauss, 2008). This is noted by hearing similar statements 

within the interview process. This is critical as it allowed the research to gain insight from the original 

implementation to present. 

Interviews 

I submitted a proposal to the Indiana University Institutional Review Board (IRB) prior to 

contacting any participants in the second phase of the research. Final approval for exempt status was 

provided on December 2, 2020 (Appendix B). Interviews were the main source of the case study as it 

allows for the ability to gain insight that cannot be observed (Stake, 2010). Patton (2002) noted to 

understand a case study one must understand the people within the organization. While other forms of 

data collection provide meaning (e.g., reports, websites, or publications), the interviews provided 

meaning to decision making and allow for comparisons between case studies. 

An introductory email was sent to each potential principal participant informing them of the 

study. The email (Appendix C) included a more formal study information sheet (Appendix D). If the 

principal contact did not respond, I sent a follow-up email on January 5, 2021. Requests were sent to 

five institutions with a goal of four participants. All five principal contacts at the five selected institutions 

agreed to participate.  

The interviews were scheduled for one hour each with an opportunity for follow-up interviews. 

Due to the restrictions with COVID-19, all interviews occurred through phone or zoom. The interviews 

were semi-structured with 17 set questions (Appendix E) and an opportunity for follow-up questions. All 
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interviews were concluded with an open discussion. While a standard set of questions were used, the 

research sought a relaxed, conversational style dynamic. This was partially achievable through familiarity 

with the participants.  

The interview questions focused on four different categories and are included in Appendix E. 

The first set of questions dealt with the institutions reasoning to move toward RCM. These questions 

sought influences of operating practices, external forces, or cultural changes within the institution. 

These questions explore the institution’s theory or plan prior to implementation or change. The second 

set of questions focused on the transitional phase to an RCM environment. These questions focus on 

involvement of committees during the transition, previously held beliefs about RCM, and institution’s 

position at the time of transition. The third set of questions focus on how RCM affected the culture of 

the institution after implementation. These questions sought to understand the experience of the 

transition, how the culture shaped the change, and what if any, shifts occurred within the culture 

because of transitioning to RCM. The final set of questions focused on post-RCM implementation. These 

questions took two different tracks. The first track was geared toward institutions who have operated 

under RCM for more than six years and the second focusing on institutions who have been in RCM less 

than two years. These questions focus on perceptions of changes among subgroups, committees, as well 

as overall changes in the external environment. 

Detailed notes were taken for each interview and transcribed within 48 hours. All transcripts 

were sent to the participants to check for accuracy and clarity. The transcripts were loaded into 

Microsoft Excel, and all statements were coded by the speaker, question, concept where relevant. The 

conceptual coding assisted in the data analysis phase.  

Confidentiality 

To ensure participants expressed their honest opinions that could be critical of RCM, the 

research utilized safeguards for try to eliminate identification. All institutional identifiers and the 
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principal contact were removed, and pseudonyms were assigned in the data. For this reason, I often 

refer to “senior business officer”. In the narrative results, interviews are cited by noting the initial of the 

interviewee and the date of the interview. For example (SC, 01/22/21). 

Data Analysis 

According to Marriam (1998) data analysis is the process of “consolidating, reducing and 

interpreting what people have said and what the researcher has seen and read – it is the process of 

making meaning (p. 178). The research analysis of the interviews utilized an inductive approach that 

allowed for the identification of themes and ideas that emerge from participant interviews (Lincoln & 

Gupa, 1985).  

The constant comparative method of analysis was developed by Glasser and Strauss (1967) to 

provide protocol in order to derive new explanation of research topics by uncovering patterns in the 

data (Corbin & Strauss, 2008). This grounded theory approach allows the researcher to code data into 

categories in an iterative process. The categories are continuously updated throughout the process. I 

began the inductive analysis by assigning codes to data to construct preliminary categories followed by 

comparing codes to look for familiar themes and/or patterns. Once initial categories were established, I 

completed a deeper analysis of the data to build relationships between two or more concepts (Corbin & 

Strauss, 2008). Some original categories became subcategories as Creswell (2007) noted it is important 

to “reduce and combine theme into five or six themes” (p. 152). This meaning making process relied 

predominately on the interview portions. In addition, I utilized field notes, official documents, reflective 

journal, and email correspondences to reflect on the emerging categories in the data. 

Since this is a multiple-case study, it was important to focus on each case analysis followed by a 

cross-case analysis. Using the constant comparative technique, data analysis focused on data from each 

case separately (Merriam, 1998). Data for each case was triangulated separately through multiple 

sources. After analysis of each case, I conducted a cross-case analysis using the same constant 
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comparative technique. A cross-case study would show if there were similarities or differences among 

the case characteristics (Stake, 2005). I created matrixes to summarize and display data to build 

meaning across the cases (Merriam, 1998; Miles & Huberman, 1994). New categories and subcategories 

that explain patterns across cases were identified until data saturation occurred, and a holistic picture 

emerged (Merriam, 1998).  

Triangulation of Data 

For an effective case study methodology, it is important to utilize other forms of data collection 

for triangulation (Yin 2009). This was achieved through data review available on the university website, 

requesting documents related to the transition (e.g., committee reports, speeches, or memos). In 

addition, data was retrieved from the Integrated Postsecondary Education Data System (IPEDS) including 

student enrollment, graduation rates, fiscal health, and faculty and staff data. Some universities had a 

transition webpage that provided an array of data. According to Yin (2009), “the use of multiple sources 

of evidence in case studies allows an investigator to address a broader range of historical and behavioral 

issues” (p. 115). These sources provided contextual knowledge on the institutions over a time series and 

can assisted in the interview process (Maxwell, 2005). 

Trustworthiness 

In case study research, it is imperative to provide findings that are confirmed by someone other 

than the researcher (Yin, 2009). According to Lincoln and Guba (1985), trustworthiness needs to include 

credibility, transferability, and neutrality of the overall study. First triangulation of data occurred using 

data from multiple sources. According to Rossman & Rallis (1998) this establishes the accuracy of the 

participants and their perspectives. Peer-debriefing (member check) contributed to the trustworthiness 

of the qualitative conclusions (Lincoln & Guba, 1985). I shared transcripts as well as emerging themes in 

the data with participants for accuracy and clarifications. If needed, adjustments were made based on 

feedback. The overarching strength of qualitative research is the thick rich description that can be 
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created. The reader can draw their own conclusions about the results. Lastly, I continued to combat my 

own biases with a continuous reflective journal process. This allowed me to be mindful of the subjective 

interpretation of the data. 

Limitations 

The purpose of the study is to gain insight into when, under what conditions, and how the 

reasons behind actions taken (theory-in-use) deviate from the originally planned logic and reasoning 

(espoused theory) in the implementation or subsequent changes of an RCM model. Therefore, a 

qualitative, multiple case study was the most appropriate as it allows for in-depth exploration and helps 

in understanding organizational change (Yin, 2014). However, the overarching limitation of this study, 

similar to most qualitative research, is the limited number of participants. In turn, this limits the 

generalizability of the study. However, the in-depth nature qualitative research can offset limitations of 

generalizability to a larger population. Another limitation to the study is the timeframe in which the 

research was conducted. The research took place in fiscal year 2020-2021 during the COVID-19 

pandemic. It is possible that the study in a different year might yield different results.  
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Chapter IV: Research Findings 

The purpose of the study is to gain insight into when, under what conditions, and how the 

reasons behind actions taken (theory-in-use) deviate from the originally planned logic and reasoning 

(espoused theory) in the implementation or subsequent changes of an RCM model. This includes the 

culture, level of learning, and change process involved. In this chapter, I present the findings from the 

survey as well as the qualitative data analysis. The survey responses provided the groundwork for 

institutional selection for the case studies. The case studies include background of the institution, an 

overview of the budget model, followed by the individual case presentations. The case presentations 

address the three questions posed in the first chapter.  

The qualitative analysis began with themes supported by the literature on RCM, organizational 

change, and culture. To analyze and code the data, I used the constant comparative method derived 

from grounded theory. Using this method, I reflected on each interview and looked for emerging themes 

pertaining to each university separately and then combined. After completing the analysis and 

reanalysis of the data, a series of themes emerged from the interviews. This chapter concludes with a 

cross case analysis to examine themes, similarities, and differences across the cases to aggregate 

meaning and/or find generalizations and their relevance to the context of organizational change.  

Survey Responses 

The overarching goal of the survey was to identify institutions that have been using RCM for six or more 

years and institutions that are currently implementing or have implemented an RCM model within the 

last two years. Of the 38 surveys sent out using Qualtrics, a total of 20 were completed and returned 

yielding a 52.6% response rate. The first question asked respondents to provide their current budgeting 

allocation process to isolate those who have already or are considering moving to RCM. The results 

include: eight institutions (40%) have implemented RCM, one (5%) was in the process of implementing 
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RCM, one (5%) planned to implement a pilot RCM within the next 24 months, and 10 (50%) had no plans 

to implement RCM.  

Of the 10 applicable institutions (i.e., those who have/or plan to implement RCM), six have been 

utilizing RCM for six or more years, two implemented RCM in the last two years, one (is in the process of 

implementation, and one is planned but not yet implemented). As noted in the literature review, a pure 

RCM system attributes all the revenue and expenses directly to the unit of instruction. Of the 10 RCM 

institutions, only two believe their institutions operate on a pure RCM system.  

Next, responses to one of the Likert-scale questions was used to find out the primary influences 

in the decision to implement an RCM model. Table 4.1 illustrates the survey results. Between two-thirds 

and three-quarters of respondents cited either enhanced transparency or empowering academic units 

to make more entrepreneurial change as a primary reason, to a very large extent. In addition, 60% 

indicated increased revenues was a significant reason for the transition.  

Table 4.1 
Reasons for Implementing RCM 
 Not at all/To a 

slight Extent 
To a Moderate 

Extent 
To a Large/Very 

Large Extent 
Avg. 

(5-pt scale) 
Enhance transparency 0 0 10 4.7 
Empower academic units 0 0 10 4.7 
Increase Revenues 0 3 7 3.8 
Performance metrics 
demands 

1 4 6 3.5 

Administrative directive 3 1 6 3.4 
Mirroring success of like 
institutions 
 

4 4 2 2.6 

Requests from individual 
academic units 

6 4 0 2.2 

Trustee Mandate 9 0 1 1.5 
 

The next two set of questions asked about the implementation process including preparing for 

and timing of implementation. Participants were given a list of potential activities that might have 

occurred during the development phase of RCM. All institutions developed an internal steering 
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committee. Nine developed guiding principles for decision making and seven developed a case plan. 

Only five defined performance metrics criteria and two hired an external consultant for the transition. 

Table 4.2 summarizes the responses to this item.  

Table 4.2 
Tasks Completed to Prepare for RCM 
 Frequency Percent 
Develop a case plan 7 70 
Develop guiding principles 9 90 
Develop internal steering committee 10 100 
Define RC/School level performance Metrics 5 50 
Hire an external consultant 2 20 

 

In terms of timing, a total of nine institutions had implemented or were in the process of 

implementation. Five institutions indicated the completion was on-time, while four indicated the 

process was 9-18 month later than expected. One institution was unsure as they were still in the 

development stage. 

The second set of questions focused on the utilization of a pilot year. A pilot year can be defined 

as running an RCM model in parallel to the existing budget model to look for issues prior to official 

implementation. This can allow for modifications or changes prior to full execution. Six of the 

institutions utilized a pilot as a trial study prior to implementation while the remaining four did not. Of 

the six that did utilize a pilot year, three made changes prior to the final release. Respondents could 

provide text regarding changes. Responses included “modified how different characteristics were 

treated”, “fixing system issues”, and “changes in allocations of costs”. 

The next two questions focused on level of decentralization (e.g., school or department) and 

process for review. Of the 10 respondents, eight indicated RCM was utilized at the college, school, or 

faculty level. However, two indicated a hybrid model that included some departmental allocations. In 

terms of ongoing review, only three indicated periodic reviews occur on a time schedule (e.g., every five 

years), while six indicated reviews occur occasionally but not on a specific timeframe schedule. Only one 
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institution did not have a response to a review process. However, the institution was in the early stages 

of development of RCM. 

Selection of Case Studies 

While institutions were not required to list name, institution, and positions on the survey 

instrument, space was provided at the end of the survey for consideration for follow-up case study 

participation. Eight of the 10 RCM institutions indicated interest in participating in a case study. A 

framework analysis was utilized to identify similarities through coding by combining survey results with 

institutional information collected through the Integrated Postsecondary Education Data System 

(IPEDS), U.S News and World Reports College & University Rankings, and online institutional reports. A 

total of six institutions fit this criterion set for the study. However, one of the six institutions reside 

outside of the United States and was eliminated as terminology, federal and state funding can differ. 

The remaining five institutions included two institutions utilizing RCM for more than six years and three 

institutions less than two years.  

The next sections describe each specific case study and the themes that emerged as they help 

answer the three primary research questions from this study. 

1. Why did the institution decide to move to RCM?  To what extent does this have to do with 

competitive and other external factors (e.g., resource availability). To what extent was it 

related to ongoing internal issues (e.g., organizational goals) To what extent was it related to 

values or operating practices?  

2. What were the theories-in-use that most influenced the approaches taken by the institution 

and what “anomalies” did they encounter that required them to rethink their strategies? To 

what extent did the organization operate in a Model I or Model II mode through the 

processes of planning or change?   To what extent did the organization operate in a Model I 
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or Model II mode through the adjustment of their approach?  Did the organization appear to 

have a general Model I or Model II learning? 

3. How did the implementation of RCM affect the culture?  How was the experience of moving 

to RCM influenced by the organizational culture? Are there identifiable subgroups that were 

particularly influential?  Were some subgroups less influential but strongly affected? 

With the purpose of the study focusing on how change occurs between theory and practice in the 

implementation or subsequent changes of an RCM model, it was important to hear the voices of each 

university’s experience to better understand the organizational change through their own lens. Each 

case study is organized by research question. These will be clustered into broader categories to include 

(1) reasons for implementation of RCM (question one), (2) RCM implementation (question two), and (3) 

culture & RCM implementation (question three). From there themes emerged from each broader 

category. Table 4.3 highlights these themes. 

Table 4.3 

Emerging Themes 

  

Reasons for Implementation of 
RCM 

RCM Implementation Experience Culture and RCM 
Implementation 

Fairness Collaborative Effort Dialogue 

Revenue Generation Increased Buy-In Shared Purpose 

Similarity to Elite Institutions Model didn’t fit Mission or Goals Broad Collaboration 

Align Budget with Strategic Plan Institutional Fortitude Strong Leadership 

Increased Predictability Flexibility Merged with Values 

Improved Stability Philosophical Understanding Entrepreneurial Culture 

Transparency Reflective Thinking Collective Action 

 

The remainder of this chapter will be broken down into each of the five case studies followed by 

a cross-case analysis. Each case study findings will include the institutional profile, RCM history, and 
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underlining premise based of each research question. It was important in this dissertation to hear the 

voices of each stakeholder to best understand organizational change. This format will be followed with 

each of the five individual case studies. Lastly in order to protect the identify of each institution, 

attributable mission statements or attributes are paraphrased.  

Case Study One: University A 

Institutional Profile & RCM History 

University A is a large public land grant research university located in the Midwest with a 

Carnegie Classification of highly research active. University A was founded in the mid-1800s and is 

considered a top national university with an overall ranking in the top 70 national universities and top 

30 among public universities (USNWR 2021). The mission of the university focuses on excellence in 

education, research, and outreach1. University A is organized into 17 broad academic units on the 

flagship campus offering more than 200 majors with average total enrollment of 50,000 undergraduate 

and graduate students. University A has experienced continued fiscal growth for the five years prior to 

the study. Total enrollment grew 4.2% between 2015 and 2018. University A is governed by a State 

Board of Regents. Its members ensure the university fulfills its mission while setting policies on tuition 

and fee rates. In addition, University A has a Board of Directors consisting of 12 voting members who 

serve six-year terms.  

The state support for University A has remained stable around 20% of the total core income. 

Table 4.4 below highlights the core revenue and expenses of the university.  

  

 

1 Mission statements are retrieved from institutional websites and paraphrased to protect the identity of 
the institution. 
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Table 4.4 
University A Fiscal Profile 

    

  2015 2016 2017 2018 
Core Revenue (millions) $2,747 $2,825 $2,921 $3,018 
 Government C&G as a percent of core revenue 24 23 23 23 
 State funding as a percent of core revenue 21 21 19 20 
 Tuition & fees as a percent of core revenue 23 22 23 23 
 Private gifts, grants, and contracts as a percent of 

core revenue 
19 20 20 19 

 Other Revenue as a percent of core revenue 13 14 15 15 
      
Core Expenses (in millions) $2,657 $2,730 $3,029 $3,054 
 Academic support as a percent of core expenses 16 16 15 15 
 Instruction as a percent of core expenses 28 28 25 25 
 Research as a percent of core expenses 31 30 28 28 
 Institutional support as a percent of core expenses 10 11 9 11 
 Other expenses as a percent of core expenses 15 15 23 21 
Adapted from National Center for Education Statistics (2020). IPEDS: Integrated Postsecondary 
Education Data System (Washington, D.C.). 
 

University A is the first of two universities who have utilized RCM for more than six years. 

University A transitioned to RCM in fiscal year (FY) 1999 after several initial years of development. 

According to Curry et al. (2013), University A was one of only a few public adopters of RCM in the 1990s. 

During the first 10 years of implementation, Institution A’s RCM model focused on revenue distribution 

only. State funding was not distributed to responsibility centers (RCs). Instead, it remained central to 

fund common good expenses (e.g., technology, administration overhead, faculty and student services, 

etc.). Initially, state appropriation was expected to grow at the same rate as the past decades, but this 

quickly changed. University A soon realized expenses were growing at a faster rate than state funding. 

Therefore, an income tax was established in FY 2000 to cover the common good expenses. When the tax 

rate became difficult to explain, University A shifted to a cost-allocation model of RCM. Instead of a flat 

income tax rate, University A distributed the costs associated with the support function (e.g., common 

good) to the academic units through a set of predetermined cost drivers. During the cost model 

development (2007), the RCM income model at University A was updated to create increased 

transparency and improve accountability. Like other institutions who have utilized RCM for more than a 
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decade, the model has moved away from true cost allocation (e.g., specific metrics of usage) to drivers 

that will allow for increased ability in planning (Curry et al., 2013). The current model places the primary 

focus on strategic goals and objectives with a stable set of rules embedded within the budget model. An 

academic unit at University A is defined as a unit whose primary mission matches one or more of the 

university’s missions of instruction, research, or public service and generates revenue from their activity. 

Income can include tuition, fees, sponsored grants, or external sales. Academic units make up a total of 

19 of the 46 responsibility centers on the flagship campus. In contrast, a support unit is one whose 

primary purpose is to provide services, direction, or oversight to an academic unit or the university 

centrally (University A, personal communication, January 19, 2021). The state appropriation is allocated 

to the units, but also remain centrally for strategic priorities. An RCM review is conducted every five 

years which has resulted in only minor adjustment or clarifications.  

RCM Income Allocation. Undergraduate and graduate tuition follow the same attribution 

model. After waivers, 100% of total net tuition charged to students is divided by the total number of 

credits taken for a given semester. This creates the starting point for the net value of a credit hour. This 

rate is then applied to each credit hour generated for a fee-paying class. The allocation is based 75% on 

the academic unit of instruction with 25% allocated to the student’s major school. For example, a 

chemistry course taught to a business will have a 25% reduction in the fee income attributed to that 

course. In addition, other revenues (course fees, services, program fees) flow 100% to the academic unit 

that generate the income. University A does not have a separate allocation pool for subvention relying 

on a portion of state funding to be the source for new strategic decisions or new central costs.  

RCM Expense Allocation. Since moving away from a flat income tax to fund central expenses, 

University A developed three different cost allocation models including (1) consumption based on 

measurement of use, (2) cost driver allocation based on share of a cost driver variable, and (3) common 

good allocation based on the acceptance of common good needs (e.g., flat tax rate). Utilities and Debt 
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Service are funded on consumption models as each is easy to disaggregate. The majority of central units 

are funded based on cost-drivers. Table 4.5 provides an overview of the drivers used for these 

operations. The drivers include student enrollment, staff headcount, and faculty headcount.  

Table 4.5 
University A Metrics for Expense Drivers 

Expense Driver 
Facilities Assignable square feet 

Technology Tiered headcount includes student, faculty, and staff. 
Research Rolling three-year average of sponsored research 

expenditures to minimize impact of annual fluctuation 
University Libraries Weighted headcount for student and faculty. Lower division 

student headcount is weighted .5, while professional and 
graduate students are weighted 1. Faculty headcount is also 
included with a weight of 1. The headcount data is lagged 
two years. 

Student Services Tiered headcount. Total enrollment is used for student 
financial administration as well as the registrar office. 
Undergraduate enrollment is used to fund admissions, 
orientation, honors, undergraduate financial aid, and 
student affairs. Graduate student financial aid is allocated 
on graduate enrollment. 

 

Lastly, the common good funding is for departments that must exist for essential operations, 

but more difficult to gauge their utility into unit measurements. This includes audit, finance, public 

safety, human resources, general counsel, etc. This is funded through state appropriations. 

The last RCM review for University A concluded in 2019. The review committee members are 

composed of administrative staff, academic leadership, and faculty. With more than 20 years of 

experience, the reviews have become less structured. The overarching theme focused on fairness as 

well as potential impacts in the future. No substantive changes were made in 2019. More details will be 

noted further in the analysis. 

Reasons for the Implementation of RCM 

Question one focused on inquiring the reasons behind the university deciding to implement 

RCM. University A has been through three major transitions in the past 20 years including: (1) revenue 
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attribution development (1998-1999), (2) revenue tax to cover expenses and central costs (2000-2006), 

and (3) full cost model allocation (2007-2021). Prior to transition, the academic leadership did not 

understand the budget, which created a lack of trust of the administration. According to Fiscal Director 

A,  

We decided to move to an RCM environment to grow revenue and increase transparency. There 

were about 10 reasons to guide the transition and strategy. But revenue growth and 

transparency were the main impetus. Growing revenue is self-explanatory. However, there was 

no understanding for how budgets changed from year to year. While the schools could 

understand the incremental adjustment from the previous year or so, they (Deans) could not 

understand the starting point of their budgets. This always created mistrust and lack of 

collaboration with the central administrative offices. Transitioning to RCM was a decision made 

by our President in conjunction with academic leadership to start the process. While a 

consultant was used to provide general guidance, the model was developed and implemented 

by University A. 

The other reasons for transition included: (1) aligning authority, accountability, and 

management of resources, (2) improve efficiency of administrative units through cost control and (3) 

clarifying the maze of cross subsidies.  

Initially, the implementation of RCM in 1998 was focused on income attribution only. At the 

time, University A thought the state funding would increase around the same rate as expenses and 

additional revenue to match expenses would not be warranted. According to Fiscal Director A,  

We thought the state support would be able to cover and match the changes in expense, but we 

quickly realized that was not the case. Costs were rising fast in terms of technology, 

infrastructure coupled with lower rates of increase from the state. In addition, the colleges got 
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very good at maximizing the tuition revenue. So, balances were growing in units while there was 

not a focus on the common good needs.  

University A implemented the Institutional Revenue Sharing (IRS) tax in 2000. This remained in place for 

about six years. By FY 2006, the IRS tax had grown to 8.5% ($100 million) on non-sponsored revenue. 

Concerns started to percolate around what the tax covered, and it became difficult to explain. 

Therefore, a full cost model phase was added to the RCM income model in 2007. 

We started to see the same issues on costs that we did originally with income. People kept 

saying, we don’t understand this and why is that happening. It helped that we had been through 

this before and always knew a cost allocation would be needed. We learned a lot in the first six 

years. We outlined incentives to decrease costs along with increases in transparency. This 

helped with planning on the academic side as units now knew there would be costs involved in 

making decisions. Now there was a complete set of information for local managers and that was 

a game changer. An academic unit may not control how much an administrative unit costs, like 

the budget office, but at least they know these are costs and we (budget office) can help explain 

them. 

External pressures have been known to move institutions toward decentralized budgeting. 

However, University A did not make decisions of transition based on external pressure. Instead, the 

focus was on what worked internally to meet the needs, goals, and expectation of the institution.  

I do not think the external environment played or plays a factor. I think almost every change has 

been internally driven. And it is not even new leaders coming from other institutions wanting to 

bring their ideas. We have not had a lot of pressure to make changes because of what they have 

experienced elsewhere. The legislator and the state do not understand the model and process, 

so there is no pressure from the state or the regents. This model has now been under four 

maybe five presidents and none of them have changed it significantly. We’ve had some 
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tweaking, but that is it. I would say it has been predominately internally driven. One reason is 

the impetus has always been about being fair and that has sustained through the years. People 

(internal) want to feel they are treated the same by the process and so they accept the standard 

approach because they feel it is fair. 

As noted previously, universities are considered loosely coupled organization due to degree of 

faculty autonomy, different rules across administrative and academic units, and different layers of 

governing boards (Weick, 1982). Thus, it is important to understand how the change process occurred. 

According to Fiscal Officer A, the process was methodical. The initial drive was started by the President 

and senior level academic leadership. With the impetus on fairness, the academic leadership was open 

to changes based on internal dialogue, flexibility on how the model would evolve, and an understanding 

on outcome metrics. 

Our process was not unique. It started with a vision from the President followed by support 

from academic leadership. Certainly, this is not unique to us. We had consultants come in for 

best practices, but they did not build the model. We knew going in that it would continue to 

evolve and change. The model really is just a tool and decisions sit outside the model. 

Collectively, we would look at impacts and think…Is this what we intended or wanted? The 

original plan was income allocation only, but that changed because of increase on facilities, 

technology, and infrastructure was growing at a faster rate. With fairness being a theme, we 

knew changes needed to occur to fix the changing dynamics. And they did. But the overall 

model did not as it is simply a tool. It takes the leadership and direction. Thus, our focus has 

been on building incentives broadly and ensuring the fair and equal treatment across units.  

RCM Implementation Experience 

Question two is rooted in Argyris and Schön’s concept of how learning occurs within 

organizations when change arises. This related to how people think about the processes and its 
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translation to behavior. Model I organizations tend not to challenge currently held philosophical ideas of 

an organization, while Model II requires adaptation of currently held organizational beliefs. Answers to 

this question were derived from a series of follow-up questions regarding (1) organizational philosophies 

(before, during and after implementation), (2) beliefs of financial model process before RCM and after 

transition, (3) organizational interaction and changes after implementation. According to University A’s 

Fiscal Director, fairness has been the underlying premise to create philosophical change. 

Prior to RCM, nobody understood what they were getting or why. So much time was spent on 

thinking College A was getting more than College B and College C felt like the stepchild to both. 

In addition, nobody had meaningful conversations with central finance. Units came forward to 

ask for all types of increases. It was often more a one-way conversation. There was not any 

collective dialogue. If College A didn’t get their answer, they would change the question but 

with the same expectation as before. 

As noted previously, University A initially implemented RCM to allocate income only. When 

expenses started to grow faster than state support, the IRS tax was implemented to cover the costs.  

When we (University A) started RCM, we knew it would be evolving and a committee would 

need to be established to review its effects on the budget and the schools. It became more than 

that. It helped us to see issues not just with the algorithms themselves, but with the connections 

to the guiding principles or reasons to transition. It became apparent that we were not changing 

our thought processes in the beginning as units were learning to game the system on credit 

hour growth and starting to increase balances significantly. This was not the intent, so the IRS 

tax system was established to fund common good. 

The IRS tax helped units come together to provide funding centrally for shared goals. Overtime, 

this created some of the same issues experienced during the utilization of incremental budgeting prior 

to RCM. The tax had grown to nearly 10% and academic colleges were becoming frustrated. Academic 
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leadership became frustrated in the growth of the rate without understanding the relationship between 

their income and the expenses being covered. According to Fiscal Director A, the model was losing 

fairness. 

When we were growing to nearly 10%, we knew something had to be done on the cost 

allocation side. People started complaining about where does that tax money go? Again, the 

impetus was on fairness to gain buy-in by academic colleges, administrative units, and 

leadership. We followed the same process as the income allocation development. Nothing 

happened in a vacuum and was developed by the university over several years. There was the 

bonus that units started making even better decisions on the revenue side knowing there was a 

cost element hanging out there. It is now a much more complete set of information. 

University A built the cost allocation like the income allocation through strong internal 

committees. The committees included the functional owners of the expenses. “The functional owners of 

the expenses helped to develop underlining reasons for costs and develop a methodology of allocation 

that would be fair and easy to understand”. These changes illustrated how the conversations around 

budget and planning changed over the years.  

It has become evident that the leader of the institution must be supportive of having open 

financial conversations. The leadership must be willing to be transparent and have 

conversations with the deans. This includes conversations about one college’s performance 

compared to another, why we need to increase policy, why we make a decision on one proposal 

compared to another. This wasn’t evident to me in the beginning. But it is these conversations 

that have changed and created an overall changing in our thinking process. They (Deans) are 

now used to talking about these types of items and you can see a real shift has occurred. 
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Culture and RCM Implementation 

According to Edgar Schein (2010), organization learning cannot be understood without first 

understanding culture and how the members of that culture deal with change. For University A, this is 

more difficult to extract from the interviews as it has operated in an RCM model for decades. However, 

there are glimpses based on the history, modifications, and reviews. Fiscal Director A has been with 

University A since its early inception of RCM which provides some additional perspective through oral 

history. Fiscal Director A notes it was imperative to bring all units to the table in the development of the 

cost allocation model. 

We had to recognize not everyone felt they were treated equally. Some of the units felt like the 

stepchildren. These feelings influenced how we tiered our cost pools. Some were allocated to 

specific units or campuses and others were allocated system wide. Those decisions came from 

continuous dialogue that was established earlier in our RCM transition with income attribution. 

Before RCM everyone was worried college A was subsidizing college B. We uncovered those 

internal subsides by becoming transparent. The culture now expects the budget office and the 

process to be an institutional level process that is not tied to any particular unit. They expect us 

to be open, transparent with face-to-face dialogue and not just memos. That is the cultural 

expectation at University A.  

Morgan (1998) notes that culture is a living system which can influence and be influenced by 

change. Therefore, alignment is critical for transformation. According to Fiscal Director A, the university 

had a strong culture that required collaboration to make significant changes. Changes in the past did not 

happen top-down but was grounded in communication and trust. 

I would say our culture played a heavy hand into shaping our model. The culture is built on 

respect, appreciation, and dialogue. Our culture then and now continues to be one set in 

consultation to get buy-in. It definitely played a role. Because of the culture, the specifics of how 
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the model works was influenced by how the community could understand the model and think 

about it within their own context or their realm of influence. We’ve always looked for a group 

acceptance. 

Espoused values are standards people within an organization believe are important to an 

organization. Oftentimes, these values are those held by the leadership. Overtime, the leadership beliefs 

become part of the shared assumptions within the organization (Schein, 2010). Hearn (1996) noted 

change efforts are most likely to succeed if they are supported by top leadership and are in support of 

fiscal priorities of the institution. According to Fiscal Director A, the leadership was imperative to the 

success in the original transition.  

In the first implementation, we had a three headed provost model. We had a provost, and two 

very influential executive level vice presidents, all who literally worked as a collective whole. 

They were instrumental in carrying the weight and development in the income model as well as 

the cost model implementation. Without them leading it, it might have languished more. They 

were very engaged, very very engaged. I would say senior level leadership under the president 

was critical as it took something different and merged it with our values. 

To summarize, University A has utilized an RCM budget structure for more than two decades. 

During this time, substantive changes have been made to the allocation of income, funding of the 

common good, and expense distribution. The change was methodical with influence by senior 

leadership who were rooted in the organization.  

Case Study Two: University B  

Institutional Profile & RCM History 

University B is a large highly research active public university located in the Midwest part of the 

United States. University B was founded in the mid to late 1880s as a land grant university. University B 

is considered a top national university with a ranking in the top 55 and a public university ranking of 20 
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(USNWR, 2021). The mission of the university is dedicated to knowledge improves state, national and 

regional communities through educating a diverse study body while fostering a culture of engagement 

and service. University B offers more than 200 majors in more than 16 colleges and schools. Total 

enrollment includes on average 45,000 undergraduate and 15,000 graduate and professional students. 

University B does not operate by a state level Board of Regents, but the state legislature does mandate 

the maximum allowable tuition increases. The university Board of Directors consists of 15 voting 

members who reside in the state and serve a nine-year term. In addition, the board selects up to three 

non-voting, non-state residents to serve as charter trustees for a three-year term. While University B 

saw a steady increase between 2015 and 2017, there was a dip in revenue in 2018 because of 

enrollment cap, flat tuition, and decreases in federal and state funding. However, the core expenses 

remained 22% less than the revenue. Table 4.6 highlights the core revenue, core expense, and 

percentage contributions for each.  
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University B is the second of two institutions who have utilized RCM for more than six years as it 

has been utilizing RCM for more than 22 years. Since its migrating to RCM in 1999, the model has gone 

through a series of periodic review by deans, faculty, staff, and administrative leadership. The review 

committee is convened by the faculty senate steering committee and charged with reviewing the 

current budgeting guiding principles and the budget model for the university. The review consists of (1) 

understanding the current model, (2) examining historical changes since the last review, and (3) detailed 

data analysis where applicable. The review committee evaluates outcomes from the previous review as 

well as potential future risks, challenges, and opportunities in the model. University B completed its last 

Table 4.6 

University B Fiscal Profile 

    

  2015 2016 2017 2018 

Core Revenue (millions) $2,456 $2,311 $3,118 $2,966 

 Government C&G as a percent of core revenue 20 20 16 17 

 State funding as a percent of core revenue 17 19 14 15 

 Tuition & fees as a percent of core revenue 33 37 28 30 

 Private gifts, grants, and contracts as a percent of 
core revenue 

17 18 15 16 

 Other revenue as a percent of core revenue 13 6 27 22 

      

Core Expenses (in millions) $2,324 $2,472 $2,640 $2,305 

 Academic support as a percent of core expenses 9 9 9 10 

 Instruction as a percent of core expenses 43 43 41 48 

 Research as a percent of core expenses 22 21 22 24 

 Institutional support as a percent of core expenses 11 10 11 10 

 Other expenses as a percent of core expenses 15 17 17 8 

Adapted from National Center for Education Statistics (2020). IPEDS: Integrated Postsecondary 
Education Data System (Washington, D.C.). 
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review in 2020, but changes are on hold given the financial impact of COVID-19 on the university. 

Recommendations included changes to allocation based on (1) institutional priorities of access, 

affordability, and excellence, teaching and learning, (2) transparency around subvention funding, and (3) 

creating opportunities for strategic investments-based resource stewardship. 

While University B is a veteran in the RCM budget space, its components are similar to newer 

RCM or hybrid models. The budget model is heavily decentralized with aligning costs and income at the 

decision-making level (e.g., schools, colleges, faculties). In addition, the University has developed central 

funding at the center for strategic priorities and/or subvention.  

Income Allocation. At University B, the undergraduate tuition, and the state support for 

instruction (SSI) are pooled together for allocation. A total of 60% percent of the credit hours are 

unweighted with the remaining 40% being weighted based on cost of instruction. For example, lab 

courses are weighted higher than traditional lecture courses. The income is distributed based on a 

retrospective three-year average. Graduate tuition is allocated based on credit hours of instruction from 

the average of three prior fiscal years. Professional Master’s program (e.g., fee paying masters courses) 

are allocated 100% to the school of instruction based on an average of three prior fiscal years. 

Differential tuition (e.g., program fees for specific programs) is passed directly to the college of 

instruction. Any distance education is pooled and allocated with tuition based on the level of the course. 

All program related, technology and course fees are allocated directly to the colleges or schools as 

earned by term. Indirect cost recovery is allocated directly to the colleges and schools. 

Expense Allocation. University B utilizes a variety of tax structures and metrics to cover 

administrative overhead, campus good, and support services for faculty and students. A 19% central tax 

is applied to all undergraduate and graduate tuition, program fees and distance education. It excludes 

differential tuition. In addition, the same revenue sources are taxed 5% to fund the provost strategic 

investment fund. The central tax covers most administrative support services, adds $2,000,000 annually 
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for provost investment, $1,000,000 for faculty promotion and tenure, and $500,000 for reserves 

dedicated to the President and Provost. Student services, facilities, research, university advancement, 

and distance education have their own algorithm for assessment. Table 4.7 provides an overview of 

metrics used to support these services. 

Table 4.7 
University B Metrics for Expense Drivers 

Expense Driver 
Distance Education 30% Revenue 

Research Based on share of modified total direct cost from the 
prior fiscal year. 

Student Services The student services allocation covers expense related 
to enrollment services, university college, graduate 
school, student affairs, and financial aid. These 
services are assessed three different cost pools 
including: (1) undergraduate only costs, (2) graduate 
only costs, and (3) costs associated with all levels of 
students 

Facilities Facilities assess for building-related costs in four 
separate cost pools: (1) utilities, (2) maintenance, (3) 
custodial, and (4) preventative maintenance. Units are 
assessed by assignable square feet with all space types 
being charged the same rate. 

University Advancement University advancement funding is a combination of 
funding sources including: (1) 1% payout on gifts 
endowments, (2) 180-day hold on new current use 
gifts, (3) first six months’ payout on new endowment 
distributions, and (4) multiple cash sources 

 

Reasons for the Implementation of RCM 

After the creation of a comprehensive academic plan in the mid 1990’s, University B decided it 

needed to (1) realign the budget, and (2) develop a new budget model that would support the academic 

plan as the current practice (i.e., incremental budgeting) was not sufficient to support the instructional, 

research, or academic mission and priorities. According to a memo from the Executive Vice President 

and Provost, 
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The new budget system will not define university goals, protect the university from external 

changes in financial support or substitute for good leadership. A change in the way we budget 

cannot guarantee additional resources. What a change in the budget process should do is assist 

the University’s effort to identify the challenges ahead, weigh different options for dealing with 

them, understand the implications of various courses of action and reward success—and do so 

in a way that is an improvement over the current system.” (Personal communication, November 

15, 1999).  

The new model was revenue neutral as base budgets were realigned to match the revenue 

generation and related expenses. The central administration did not see an increase in funding because 

of moving to RCM. Fiscal Director B indicated the new model was crafted to allow the center to grow 

only if new funds were generated.  

At the time of implementation. All programs received a new base budget. After the rebasing, 

the center had two sources for additional revenues including (1) revenues earned through 

unrestricted gifts or investments, (2) a share of new revenue generated by the colleges. In the 

new model, 75% of tuition is distributed to the colleges with 20% supporting the central 

services. This left 5% on the table. It was decided the additional 5% would remain with central 

campus but funding should be used to support university goals related to instruction quality, 

research, and public service within the academic units.  

Another key driver for migrating to RCM was accountability. This is often cited in the literature 

as a significant reason for the change. When income and expense is pushed out to the RC level, it drives 

ownership and responsibility. This was evident in the rationale for the transition at University B as there 

was a desire the new system would develop a hierarchy of accountability. According to Fiscal Director B,  

One of the overarching expectations of RCM was the opportunity for the provost and the deans 

to discuss budgets along with strategic academic goals over multiple years. The University felt 
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through financial statements transparency would serve as a means of holding the center 

accountable for their actions as well as make deans accountable for their own units. During the 

early year, a special budget advisory committee was appointed. This continues today.  

In FY 2020, the budgetary committee made recommendations and changes during their review. 

According to Fiscal Director B,  

Any model change goes through the committee that is established through the senate council. It 

is not an approving body, but a recommending body. The committee is made up of faculty, 

students, and administrators. It is a good cross section of the university. The budget office sits 

and steers the committee. 

From conversations, it appears the recommendations can be harder to put into implementation. 

On several occasions, Fiscal Director B suggested the need for “institutional fortitude” to make some of 

the changes.  

I’ve mentioned several times the need for institutional fortitude. Here’s an example, the 

committee had recommended making changes to the weighted structure of undergraduate 

credit hour distribution. The current formula should be 76% weighted and 24% not weighted. 

However, the ratio has been artificially held at the 60/40 ratio as there has not been the 

institutional fortitude around winners/losers. This is an internal political piece as it is difficult to 

take away money from one group and give it to another. 

The concept of artificial drivers or hold-harmless mechanisms appear to be common in RCM. This can be 

related to not having other funding available to offset the migration or changes. 

RCM Implementation Experience 

According the Argyris and Schön (1996), organizations are held together through their governing 

variables that include the values, behaviors, and assumptions held by the organization known as 

theories-in-use (Argyris, 2000). Organizations will either engage in a model that doesn’t challenge their 
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espoused theories and resist learning and change (i.e., Model I), or generate learning that will question 

underlying assumptions, policies, and strategies to become more innovative (i.e., Model II). With 

University B utilizing RCM for more than 20 years, both learning styles have been evident. For example, 

Model II mode requires organizations to utilize reflection, adaptation, and modification to their 

objectives. According to Fiscal Director B, 

Our model over the past 20 years has not changed too much, but the inputs that go into it and 

tracking has gotten 10 times more complex even in the past three years. The goal in the formal 

and informal reviews is all about the changing landscape of our institution and the academic 

goals we want to achieve through graduation rates, research, enrollment, etc. As the model 

plays out over the years, new inputs are added to drive a new behavior. This has included things 

like certificate programs, tuition guarantee programs, and research funding distribution. 

Fiscal Director B noted the university has modified some changes in the RCM model. This was 

not because the university wanted to preserve the institution as it once was, but because 

committees felt the drivers or inputs were creating habits that were not intended or in line with 

the academic direction. This is in line with an underlining tenet of Argyris and Schön’s concepts 

in double-loop learning requiring a feedback loop when an anemology occurs.  

Sometimes we’ve gone back and tried to understand what is going on and why behaviors have 

changed. When it is evident that people might be changing behaviors to game the model, we 

realized wait, that’s not what we wanted. Yes entrepreneurship, but not in a way that could 

change the academic direction of the university. Thus, we go back and reevaluate and make a 

change. It could be going back to an original distribution or making another change that could 

add another layer of complexity on the backside. That is ok for us if it helps the academic 

direction and mission.  
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However, not all the decisions and learning opportunities have resulted in Model II modes of 

learning. Given the years of experience with RCM, changing rules and subsequent outcomes can be 

difficult. Fiscal Director B mentioned the difficulty of taking money from school A and giving it to school 

B. The current pandemic has added to the difficulty in decision making around finances. Thus, University 

B has engaged in more single-loop learning as a result. In Model I, single-loop learning includes making 

incremental adjustments or rationalizing existing behaviors. Single-loop learning can become a vicious 

cycle when it attempts to prevent undesirable outcomes. For University B, this occurred when model 

changes were approved, but lacked the necessary action or institutional fortitude to make the change. 

We try to review the model every three years. This includes recommendations, but that doesn’t 

mean changes will be made. There must be a large amount of institutional fortitude to move 

money. Right now, you just don’t see it. We made changes to some of our drivers but then put it 

on hold as our legislators have frozen any type of undergraduate fee increase. Also, COVID-19 is 

causing us to take it on the chin a bit too. We want to move toward the change but have frozen 

the old process for now. We know where we want to be, but we don’t have the institutional 

fortitude to make it happen in the current environment. 

Culture & RCM Implementation 

The culture incorporates the beliefs and values of the group often held by the organizational 

leadership. While the leadership has changed at University B over the course of 20 years, the tenets of 

RCM instilled in the early years has continued to be embedded in the culture reflecting an 

entrepreneurial perspective. For example, the model was established (1) to make decisions at the unit 

level, (2) drive communication on short- and long-term strategic planning, (3) support the university 

common good through university-wide initiatives, and (4) create predictability, oversight, and 

accountability through governance. While a budget model does not make financial decisions, the 

underlining principles can change the culture overtime to be more congruent with the model. For 
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University B, the steering committee through academic, staff, and student leadership make 

recommendations for changes with the assistance of the finance staff of the university. While it can be 

challenging at times, Fiscal Director B thinks it has changed the behavior of looking at options especially 

when there are difficulty times.  

The culture at University B continues to grow in inquiry around the model. You can tell units get 

it. Even on the most basic level there is an understanding that if you teach more, you get more. 

The leadership, faculty, and staff never would have thought or even cared about this without 

the model. Now academic leadership is looking at what programs to develop, what programs to 

sunset, and even what programs should be blended into a shared model with another school. 

The thinking can create more work from an administrative side, but you see the entrepreneurial 

spirit in the culture here. Over the last few years, some of the inputs have become more 

complicated. There is a central driver for credit hours, there are inputs for STEM courses, 

certificate courses, bridge courses. However, the experience with the model and the ongoing 

conversations occurs because they understand it.  

In management, Schein (1996) highlights three occupational cultural communities that are 

evident in all organizations. This includes the operator culture, engineering culture, and the executive 

culture. Schein (1996) notes the operators tend to have the ability to handle crises and learn from 

experiences as teamwork is an integral part of the operator’s culture. In higher education, the staff, 

student leaders, and non-administrative faculty play the role of the operators. With teamwork being a 

central responsibility, the utilization of an ongoing review committee has maintained a more innovative 

culture. 

In the development of RCM, it was decided early on that a review committee should continue to 

review the model. They didn’t want it to just be a decision by the administrators, but something 

that would truly value the beliefs and values of our institution. This has continued today. I think 
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it has changes some of the thinking around online learning, professional masters, and other 

revenue generation ideas. In addition, it was important to review budgets not just the model. It 

was and continues to be important to assure resource allocations are responsive to market 

trends, but not be completely market driven.  

Like University A, University B has operated in an RCM model for nearly two decades. The initial 

transition was well planned and took into consideration the existing culture of the university, not just 

those in leadership positions. This stemmed from their shared beliefs or assumptions that the model 

should drive behavior, but not the university. While University B has shown evidence of double-loop 

learning consistent with Model II, it has regressed to single-loop learning in times of financial crisis 

and/or uncertainty. 

Case Study Three: University C  

Institutional Profile & RCM History 

University C is a large highly research active public university located in the Midwest. University 

C was founded in the mid to late 1880s as a land grant university. University C is ranked in the top 100 

research universities with a public university ranking in the top 40 (USNWR, 2021). University C’s mission 

focusses on teaching, research, and service through artistic endeavors, research, enhancement of 

education and healthcare. There are a total of 12 colleges that support both undergraduate, graduate, 

and professional education and training. The average enrollment is around 30,000 total students. 

University C operates under a state appointed Board of Regents. The board members have a strong 

oversight of University C and all other higher education institutions within the state. Responsibilities 

include approving budgets, tuition and fee rates, bonding, and all other finance matters. The board 

consists of nine members appointed by the governor and confirmed by the state senate. All appointees 

serve a six-year term. From 2015 to 2018, the institution saw a decrease in state funding. However, the 
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expenses as a percent of income continuously decreased. Table 4.8 provides some metrics around the 

core revenue and expenses for the university. 

Table 4.8 
University C Fiscal Profile 

    

  2015 2016 2017 2018 
Core Revenue (millions) $1,357 $1,379 $1,423 $1,854 
 Government C&G as a percent of core revenue 23 22 22 17 
 State funding as a percent of core revenue 18 18 16 12 
 Tuition & fees as a percent of core revenue 28 28 28 24 
 Private gifts, grants, and contracts as a percent of 

core revenue 
9 10 11 8 

 Other revenue as a percent of core revenue 22 22 23 39 
      
Core Expenses (in millions) $1,257 $1,244 $1,308 $1,317 
 Academic support as a percent of core expenses 15 12 14 14 
 Instruction as a percent of core expenses 33 32 31 32 
 Research as a percent of core expenses 28 31 31 31 
 Institutional support as a percent of core expenses 7 6 6 5 
 Other expenses as a percent of core expenses 17 19 18 18 
Adapted from National Center for Education Statistics (2020). IPEDS: Integrated Postsecondary 
Education Data System (Washington, D.C.). 

 

University C is the first of three institutions who have implemented an RCM structure over the past 

two years. University C went into a full RCM rollout in FY 2019. The university did not do a parallel or a 

hold-harmless year prior to FY 2019. The RCM structure is applied to the general fund only with the 

college, schools, and support units becoming responsibility centers. The initiative was propelled quickly 

through a newly appointed President. The President was appointed in FY 2016 with a controversial start 

without any higher education experience. Subsequently, he stepped down from office in the spring of 

2021. Prior to implementation a taskforce was established to: 

• Create guiding principles. 

• Review current general fund budget. 

• Review hybrid models 

• Develop recommendation. 
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• Create common standards and vetting criteria. 

• Provide final recommendations. 

The task force included academic leadership from across the campus and one fiscal 

representative. The committee completed the charge in six months with 10 strategic recommendations. 

The goals initially established included increased transparency, reward collaboration, increase 

predictability and provide stability.  

Income Allocation. The budget model at University C differs from others in this study as the 

income funding formula only applies to new increases or decreases as it does not redistribute funds 

previously allocated. Thus, only incremental change in revenue from the previous year are part of the 

allocation formulas. Changes to the prior year in enrollment (less student financial aid, existing 

joint/dual degree program tuition, and course/program fees) are allocated 70% to the academic 

colleges. Budget adjustments related to enrollment are done three times a year (i.e., September, 

February, and April). Enrollments that meet or exceed projections are allocated additional revenue 

based on the methodology. Units that do not meet projections must return resources based on the 

allocation methodology. Academic units who do not meet projections have an option for repayment of 

income including non-recurring general funds, non-general funds, or a loan from central resources. 

However new program tuition (i.e., first two years of a new degree program) is allocated 100% to the 

colleges or schools of instruction. Incremental changes in state funding are allocated based on two 

methodologies. Increases in state support is allocated 60% to the provost and 40% to central support 

units. The provost decides how the 60% should be allocated to academic units based on strategic 

priorities. Incremental reduction in state support is allocated 60% directly to academic colleges 

(proportional) and 40% to central units (proportional). Again, the increase/decrease is on the change 

only. Colleges and central units carry forward any year-end surpluses or deficits. 
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Expense Allocation. A total of 30% of tuition and other income (excluding new programs) are 

allocated centrally to fund support level resources. In addition, there are cost pool drivers established 

for select units. Table 4.9 highlights the methodology.  

Table 4.9 
University C Metrics for Expense Drivers 

Expense Driver 
Human Resources Based on faculty, staff, and graduate appointee 

headcount. 
Research Based on previous year total research expenditure to 

fund sponsored research programs and contracts and 
grants accounting services. 

Student Services Based on total student headcount for funding 
admissions, student life, registrar, and financial aid 
services. 

Facilities Based on assignable square footage to fund capital, 
renewal replacement, and insurance. 

Technology, Library, and Institutional 
Opportunity Funding (IOF) 

Funding is based on total faculty/staff headcount and 
total student headcount on a tiered methodology. 

 

Prior to the budget construction process, changes to support unit budgets are presented to a 

central services advisory committee. There is a total of six committees whose composition includes two 

deans, two collegiate business officers, three faculty government representatives, and one 

administrative coordinator. The committee members rotate every two years and recommend new 

funding requests to the budget review board. The final recommending board is comprised 

predominately by faculty and academic leadership. More details on the structure will be discussed in the 

analysis.                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                          

Reasons for the Implementation of RCM 

The current president of University C started his tenure FY 2016. Through the development of 

the university’s strategic plan, the president determined the institution needed a model that would 

create incentives and should have elements similar to the business industry.  
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This was driven primarily by our President who was relatively new at the time. I think there was 

a desire to be more transparent in the budgeting process as well as examine and develop ways 

to grow revenue, like a business. Those were the main reasons during the development. He 

thought competition and strife would create entrepreneurship. This is University C, that’s just 

not who we are. 

The university developed a steering committee to develop the model. The committee created the model 

in 2018 in preparation for rollout in fiscal year 2019. Leadership noted the model would be implemented 

with the understanding there may need to be modifications in the upcoming year as impacts become 

visible.  

We went straight into it. The university spent several months doing background work and 

developing the model itself. They (committee) shared models and comparisons of the model. 

But in general, we just switched over. The issue is the complexity of the model. Even those 

involved in creating the model do not fully understand it. It was all driven by the president who 

has been here for a limited amount of time. He is ending his term two years early. It has been 

very difficult. 

According to Curry et al (2013), an RCM model needs to create transparency of funds flow to help 

decision makers understand the source and the mechanism of funding. It is the communication and 

transparency that creates healthy decision making. Fiscal Director C feels this has not been achieved 

over the last three years.  

The model developed was very complex, I am not sure why it was decided to add this level of 

complexity. I think they (leadership) use it as an excuse for not fully embracing change itself. I 

would say it has not accomplished what was intended.  

The complexity issues stem around both revenue distribution and cost increases. More recently, this has 

caused considerable friction. On the tuition revenue distribution side, the process is never ending. It 
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starts three to four months prior to the new fiscal year with estimates for the upcoming year. 

Adjustments are made three times during the fiscal year and then a final adjustment in September of 

the next fiscal year.  

Friction was noted in discussing the central cost funding side. Per Fiscal Director C, there has 

been a strife created between the academic leadership reviewing requests and support units.  

We have six Central Service Advisory Committees (CSACs), each responsible for different groups 

of central units. Each committee includes two deans, two collegiate business officers, three 

governance council representatives & one administrative coordinator. The CSAC committee 

members rotate. Their assignments are for two- or three-year assignments so only half are new 

to the committee each year. Recommendations from CSACs go to the Budget Review Board. The 

board is comprised of Governance Council Reps, Deans, VPs, Provost & President. The board will 

review and vote on budget changes for the university. Over the past few years, little increases at 

the central level have been made. This creates friction between service units and academic 

units. And then the President makes decisions that should have gone through the process but 

didn’t. 

Per Fiscal Director C the financial control of allocation of resources sits predominately with the academic 

leadership and significant efforts have not been made to address ongoing concerns. University C did 

establish a budget review process every two years and the first review was just completed. Fiscal 

Director C noted concern. 

The budget model includes a separate process to review the budget model itself every two 

years. This process establishes Refinement Committees to identify and recommend specific 

changes to the model. In the first round, the Refinement Committees did not forward any 

changes that would have benefited central units. I see this as a concern especially as we move 
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toward new leadership. Since the model, our campus has experience two to three Provosts. It 

has been difficult. 

RCM Implementation Experience 

According to Argyris (1982 or other), institutions need to be willing to modify existing, norms, 

policies, and objectives to enact change. However, people often project a standard of beliefs (i.e., 

espoused theory), but act or behave in a different way. Smart & St John (1996) indicated the degree of 

congruence between the two can determine the effectiveness of the institution. The inconsistency is 

evident based on feedback from Fiscal Director C. 

The model was to be value-based, transparent and flexible to support and finance the 

university’s strategic plan. The goal was to maximize tuition and incentivize revenue generation. 

But this didn’t happen. As I have mentioned even people who have been involved from the 

beginning still do not fully understand it. Frustration grows among the units. The President 

thought this competitiveness would result in increased entrepreneurial behavior. But we are a 

collaborative group. Instead, arbitrary decisions are made that have gone against the process 

that was established. With his tenure ending, people are already talking about stopping the 

model. 

The above is a classic example of single-loop learning within Model I. In single-loop learning, there are 

often inconsistencies between ideas about action and the action itself. Thus, the espoused values 

contradict the real values of the organization (Argyris, 2000). Inevitability, corrections are made simply 

by making arbitrary decision on funding.  

People don’t like it; nobody really likes it as it is complex and there is a feeling of not having any 

control. In the future, I am not sure if it will be some different version of what we have, or if we 

will go back to the way, we did budget before. But I think we do not understand our inability to 

change and make meaningful change along with the knowledge associated with it. Instead of 
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understanding, we just keep correcting errors, making arbitrary changes, and not really looking 

at changing behavior or the thought process behind it. The external financial pressures could be 

playing a role, I just do not know. 

Culture & RCM Implementation 

The culture of an institution strongly shapes its members ability to deal with organizational 

change. According to Schein (2010) learning problems can often be linked to the lack of alignment 

among cultures in the occupational communities. Too often, one group assumes another group does not 

understand and creates resistance. Collaboration for problem solving and understanding are key 

components for effective organization change.  

With our president stepping down at the end of the fiscal year, people are already working 

behind the scenes trying to position themselves to get rid of the budget model even though we 

are still early in the process of transitioning. And we do not have true leadership to embrace it 

from the President. He started the model but doesn’t follow it. This creates mistrust among 

different groups. 

Leadership is another strong component for change. In double-loop learning leadership needs to 

be accountable to constituents and shared across different levels. For University C, the new model puts 

greater pressure on the provost, but does not provide specific resources for decision making. According 

to Priest et al. (2002), aligning funding with decision making is critical for success. Fiscal Director D 

noted,  

The funding directed to the center is divided between the central units. There is not a 

subvention fund established for the provost to make discretionary decisions. The provost 

received 60% of new state appropriations. However, our state funding has experienced 

reductions over the years and isn’t really a stable force for strategic investments. In addition, 

people think all the funding should be allocated to academic units. The services are getting 
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stretch very tight. We’ve had a series of provost appointments since the implementation. Our 

former provost resigned after one year. I think the friction makes their job difficult as the 

provost has no formal review/approval within the budget model. 

As noted previously, the President thought “competition and strife” would create an 

entrepreneurial spirit. However, Fiscal Director C stated that did not match the culture of the institution. 

According to Kezar & Eckel (2002), histories and tradition are critical for understanding an organization 

process. It can be progressive or regressive. 

Our state is relatively small, and our student body is smaller compared to our peers. Everyone 

knows the norms and culture of the state. It is based on collective knowledge, teamwork, and 

communication. This budget model and the complexity behind it just didn’t fit us. It isn’t really 

who we are as a university. 

University C has struggled with its transition to RCM. Unlike other institutions in the study, the model 

did not go through a pilot or parallel year prior to implementation. Thus, there was little knowledge or 

clarity identified prior to the full implementation. After the development, little examination or reflective 

practice was done to review the behaviors that appear to discourage inquiry. From discussions with 

Fiscal Director C, the model has impacted the culture negatively. They indicated leadership had thought 

the model would change the culture, but the lack of transparency has prevented any development of a 

new or revised culture. 

Case Study Four: University D  

Institutional Profile & RCM History 

University D is a large research extensive public land-grant research university on the West 

Coast. Founded in 1919, the institution is part of a larger 10-campus system. The university is considered 

the top public institution with a national ranking for all institutions in the top 20 (USNWR, 2021). The 

core mission of the university is education, research, and service. The University is organized with six 
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undergraduate colleges, seven professional schools and four professional health science schools. The 

university has a large enrollment consisting of 44,000 students. University D is governed by 26 members 

of a State Board of Regents. Members are appointed by the governor of the state to a 12-year term. 

They are responsible for determining cost of attendance, admissions profile, enrollment cap, and 

employee compensation. University D has been in flux financially over the last several years with peaks 

of increases in revenue coupled with state reductions. However, the future forecasts are projecting low 

growth in tuition rates and caps on non-resident enrollment. Between FY 2008 and FY 2016, enrollment 

grew by 22% at University D to mitigate decreases in state support. However, in FY 2018, members of 

the state Board of Regents adopted a non-resident tuition cap that is expected to flatten enrollment 

(Faculty Senate Report, 2019). 

The core expenses reported to IPEDs started to outpace the core revenue in FY 2016. Table 4.10 

provides details in the core revenue and expenses for University D.  

Table 4.10 
University D Fiscal Profile 

    

  2015 2016 2017 2018 
Core Revenue (millions) $4,088 $4,292 $4,641 $4,830 
 Government C&G as a percent of core revenue 18 17 16 17 
 State funding as a percent of core revenue 12 12 11 9 
 Tuition & fees as a percent of core revenue 16 17 18 17 
 Private gifts, grants, and contracts as a percent of 

core revenue 
12 13 12 13 

 Other revenue as a percent of core revenue 42 41 43 44 
      
Core Expenses (in millions) $3,970 $4,555 $4,832 $5,141 
 Academic support as a percent of core expenses 16 15 16 15 
 Instruction as a percent of core expenses 48 45 46 43 
 Research as a percent of core expenses 22 19 19 17 
 Institutional support as a percent of core expenses 7 6 6 4 
 Other expenses as a percent of core expenses 7 15 13 21 
Adapted from National Center for Education Statistics (2020). IPEDS: Integrated Postsecondary 
Education Data System (Washington, D.C.). 

 

University D has been utilizing incremental budgeting for 22 plus years. In the late 1990s, the 

university launched an RCM model after five years of extensive work. However, there was little buy-in 
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from the faculty at the start. Per the senate chair in 1997, faculty opinion ranged from “very negative to 

only slightly positive” (personal communication, 1999). The model started with a partial implementation 

of revenue but was quickly withdrawn and replaced by the previous incremental budgeting strategy. 

Reasons for failure included change in leadership and a need for devising a cost structure that provided 

funding for the common good of the campus (personal communication, 2019). With pending fiscal 

constraints, University D decided the current incremental system would not fit their strategic plan for 

the future. Beginning in 2018, University D has been engaged in development, review, and simulations. 

After three years, the campus was set to go live for July 1, 2021. However, fiscal concerns with COVID-19 

paused the implementation until July 1, 2022.  

RCM started to get “rebranded” over the past five years in order to navigate away from some of 

the negative connotations of RCM being a strict business model that doesn’t foster academic 

collaboration. The concerns are valid on a strict RCM model, but not relative as most are hybrids 

models. University D focused on better alignment of resources with the activity, creating transparent 

incentives, and entrepreneurial opportunities (Curry et al, 2013, Priest et al., 2006, Whalen, 1991). Given 

its past failure with RCM, University D sought to navigate away from the subtext of RCM by referring to 

a hybrid model with a name closely associated with a symbol of the university (e.g., mascot, school 

colors, etc.).  

Income Allocation. In the model, core income funds and non-core income flows directly to the 

academic schools. Core funds include tuition, non-resident differential (NRST), summer programs and 

professional degree supplemental tuition (PDST), and indirect cost recovery (ICR). Non-Core income 

include grants, gifts, sales & services, and self-supporting degree programs (SSDP). SSDPs are programs 

to help advance professionals in their degree and fulfill a higher education and workforce needs. SSDPs 

do not receive any state funding. Programs include Dentistry, Master of Business Administration (MBA), 

Master of Public Health (MPH), and Doctor of Nursing Practice (DNP). For undergraduate tuition income 
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distribution, a three-year average is used to smooth out irregularities each year while utilizing two 

drivers for allocation. Tuition is allocated 80% based on the unit of instruction and 20% on major 

enrollment. A standard rate will be set annually based on projected total fee income. Graduate student 

income is allocated on a two-year average less mandated aid for graduate student funding. All NRST for 

graduate students will be included in the calculation. All PDST and SSDP will flow directly to the school of 

instruction. Last, Indirect-Cost Recovery (ICR) will distribute 90% of new funding going to the school and 

10% remaining with the research administration. The ICR return is higher than the current distribution. 

All other core funds and non-core funds will flow to the unit of record. 

Expense Allocation. Part of the overhaul of the new hybrid system was to move away from 

administrative recharges that were either (1) historic, (2) complicated, or (3) used to game the system 

(personal communication, 2021). Instead, the tax charge was built to be (1) simpler, (2) more 

transparent, (3) improve planning, and (4) cap growth rates of non-academic budgets to ensure stability 

with the projected flattening of income. Thus, a 25% tax will be placed on tuition and ICR. A 5% tax on 

non-core funds will be assessed. PDST, gifts and endowments, financial aid, and capital expenditures will 

be excluded from the tax structure at implementation. The funding will move to the Executive Vice 

Chancellor & Provost (EVCP) to support central cost units, student support units (i.e., library & student 

services), and Chancellor/EVCP commitments and the general fund supplement (GFS). The general fund 

supplement serves two primary purposes. First, it provides stability funding to the academic units to 

maintain the same baseline budget as FY 2020. This can be thought of as the subvention funding. 

Overtime, units GFS will increase or decrease. Adjustment could be made for inflationary increases, 

activity metric changes, and priority-based investments by the EVP. The GFS will be reviewed annually as 

part of the budgetary process. Most changes are expected to be phased in over a few years.  
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Reasons for the Implementation of RCM 

University D noted the landscape for public universities has changed, yet the budget context for 

University D has remained the same. The financial forecast includes low revenue growth, flat enrollment 

coupled with unpredictable state support. Fiscal Director D noted, 

On the general fund it has been incremental budgeting for decades. Our incremental system 

doesn’t provide a basis for understanding the current allocations. Nobody knows why they have 

a specific beginning budget, and nobody can explain it. There were not as many questions when 

we were experiencing periods of high revenue growth as we could fund both inflationary 

increases and strategic priorities like research faculty retention, and student programs. So, we 

knew we wanted to create a model that would incentivize revenue producing activities like 

professional masters, match activity with funding and maintain or create a mechanism for 

central funding. We will always have strategic needs and need to identify a source. It is about 

matching funds to priority area and areas that are experiencing growth.  

As noted previously, University D is part of a large state system that is governed by members of the 

Board of Regents. The members have discretion over enrollment size, tuition rates, and caps on the 

number of non-residents in undergraduate level programs. Thus, the external environment played a role 

in the model development. 

It is tough as we do not get to set tuition and it is up to the Regents and they set tuition for all of 

the campuses. I do think it played a role in helping us make this decision. There was a period 

where tuition was growing. We had a huge bump in non-resident several years ago and it helped 

offset some state cuts as we had enough to sustain fiscally. But we have gotten to the point 

where things are so tight, and we are feeling the effects of the state cuts and the low tuition 

increases. It has pushed us to think about where we should be in terms how our funding model 

affects the schools. It really has helped push us in this direction. It is more difficult as you know 
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to start something like this when you do not have additional resources coming in, it does not 

make it easy. But we do think it will make it better.  

University D noted the difficulty in moving to the model given its previous experience with RCM 

in the late 1990s. The focus needed to change from simply allocating income and expense for alignment, 

but how the model will allow units to be more strategic. “People come to the center and ask for funds 

all the time. This will allow people to plan better for the future and reduce the pressure of feeling they 

need to ask for any adjustment”. The central finance office helped units realize the potential through 

early simulation modeling and ongoing transparency.  

It was hard for people to picture this change especially with the history of a failed RCM 

approach. This was a real trigger point as people were very nervous about us changing to 

something that might sound like RCM in certain respects. Thus, we created numerous 

simulations to help with the visual. It was not until we spent countless hours and simulations 

that they started to see how it could work. They started to see the benefits. That is also where a 

lot of these questions came out about what does this mean, can we talk about this, can we 

restructure that?  We are being super transparent, and I think that helps. Having real numbers 

helped. These simulations showed how we were calculating their enrollment, and how we were 

calculating their taxes.  

Due to the changing economic projection for the university, University D started on the 

transition to a new model in FY 2018 with extensive simulations. Pilot budget and simulations were run 

in FY 19 and FY 20. In FY 2021, the university started parallel budgeting. The full implementation was 

scheduled for FY 2022 but was put on hold given FY 21 parallel year would not provide good 

comparisons due to the impact of COVID-19and no in-person instruction for the entire academic year.  

This has been a really tough year as units feel they are getting hit from all sides with the 

pandemic. We are hopeful all of our planning will help with a smooth transition. For the first two 
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years, we gave everyone information and we ran simulations of the model. We used a large 

Excel workbook. FY 2021 was the true pilot year and that has been tough as we have other 

economic impacts related to the pandemic. It’s important that those forces don’t get blamed on 

the model. With extensive collaboration and feedback, we feel we have made adjustments that 

are accepted as fair. We will continue to review and monitor during FY 2022. 

RCM Implementation Experience 

University D was cognizant of potential resistance to moving to an RCM type model. When the 

theories in-use are not congruent with the espoused beliefs, change strategies tend to be ineffective. 

This is what occurred in the late 1990s. Fiscal Director D indicated the new process was open, 

systematic, and emphasized collaboration at all levels. 

We’ve been working on this for a long time. A long time. And we are still working. It took looking 

at this from an academic strategy perspective and building the philosophical rationale for 

moving in this financial direction. We have been tweaking with the help of the faculty senate 

over the past few years. That has been one of the most beneficial relationships in making 

changes. We have had groups of people who work in the schools that have been helpful as well. 

Once we get some new directions from the faculty senate, we take it to the school level and find 

out the pros and cons involved. We have meetings about what the model is, what do you think, 

how does this affect you. We are continuously making changes based on feedback.  

Inquiry was at the forefront for University D. The finance office knew it needed to move to a 

more robust system to grow revenue and create efficiencies given their 10-year outlook. University D 

developed an advisory committee composed of academic leadership, faculty, and central unit leaders to 

interview academic deans, and engage in peer institution reviews to establish a finance model to fit the 

institution. The advisory committee finalized a preliminary model in 2018; however, it has gone through 
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extensive modifications and changes based on open dialogue and reflection on the goals of the model. 

Fiscal Director D indicated the model changed significantly in what and how revenue would be taxed. 

Originally, we had more fund groups in the 25% tax than we do now. We have something called 

professional degree supplemental tuition which is increment of tuition students pay for 

professional programs such as Law. We ended up taking this supplemental tuition out of the 

formula. Then, we have what we call self-supporting degrees which are masters level 

programing, graduate (non-Ph.D.) business is a good example. These academic programs do not 

receive any general fund or state appropriations. They must charge tuition to cover all their 

costs. We flipped back and forth between the 25% and the 5% tax. At first it was set at 25%. 

There were questions raised if we would be able to incentivize growth with such a high tax rate. 

Some senate members wanted it to be 25%, but we landed on the 5% as a way to promote 

entrepreneurship. In the end, we realized the higher tax might not help incentivize revenue 

increase in these programs. With caps on undergraduate enrollment, this area will be key for 

growth. 

Tax on gift and giving went through several changes over the past several years as a result of 

ongoing discussion and reflection on the goals of the new budget model. When at an in-pass, the 

committee went back to the overarching needs of the model. The committee had developed resources 

for a strong center without a tax on gift and giving, thus a tax on philanthropic activity might not be 

needed. University D changed their underlying belief on the need to tax this particular income source. 

We are not taxing gifts and endowments at this point. We might in the future. It was originally in 

the model, but there were some discussions and honestly it became a large political discussion. 

One of the goals of the model was to restore and establish a stronger central investment fund 

for the EVC (Executive Vice Chancellor) to make strategic investments in academic and research 
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programs. We took a step back and realized that the other levers of the model were establishing 

the center, and this would not be needed right now.  

According to Argyris and Schön (1996), learning occurs when a desired outcome is not achieved 

or perceived to be an anomaly. A group can simply adjust the action to achieve the same goal or reflect 

more deeply on the question and change the underlying belief. The utilization of a recharge expense 

became another one of those changes. 

The university has a ton of recharges. These are for service such as police. This was originally 

outside the discussion on the operating budget. However, we decided these services (e.g., 

police) were really a campus good and we needed to try to get rid of the process as it dilutes the 

transparency in planning. In turn these units were pulled into the cost pools instead of costly 

internal recharge programs. This also create incentives for the campus units to utilize the 

centrally provided services. 

Culture and RCM Implementation 

The culture of University D played a significant role in the development of the model. With a 

failed approach, it was imperative for the university to develop a model around the university’s mission, 

symbols, and artifacts. As Schein (1992) indicated assumptions are created based on shared experiences 

and history of an organization. Thus, it was critical to not sidestep the past transition failure but 

incorporate it in the discussion with an emphasis on how the new model is not a reflection of the past. 

It had to match our culture. It had to be the best for University D. There were certain things we 

wanted but took it off the table as we needed to build something that was custom to us. The 

way we run faculty is different so we could not just take another model and plop it onto 

University D. We really had to modify and adjust for what is best here based on the incentives 

that we wanted to see. It had to be about us, all of us. 
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According to Schein (1992) leaders can be, and most often are, the source of an organization’s 

underlying assumptions. It can be difficult for leaders to change the institutions basic assumptions due 

to strong defense mechanisms against change (Tierney, 1999). For university D, the strong commitment 

of leadership (administrative and academic) has been critical to their success. 

Leadership has been key. This includes my boss the AVC (Associate Vice Chancellor) for Finance 

and Planning, and the budget office. And we have full 100% support from the provost that 

started about 12-18 months ago. She is fully behind the process as well as our CFO who is 

relatively new. So, it was perfect timing with a change in leadership that aligned with what we 

had already started toward this model. This has really helped. It was the perfect storm. 

Along with leadership, university-wide engagement has been a critical component for the 

current level of success at University D. As Schein (2010) indicated, it is critical for an organization to 

embrace and engage with all levels of the culture for organizational success. Too often, support for 

change can be derailed by not fully engaging with a particular group. Fiscal Director D indicated 

leadership was key, but cross collaboration was essential to the model development. 

Nobody understood our model before, and nobody cared because you could never get to the 

starting point to understanding the budget. It has absolutely been a dramatic change. There is 

more interest in talking to us about it. I do not know how much the faculty talked to their 

departments in the past. They are coming and wanting to meet more frequently. We are seeing 

more questions and interest because of the model. We are talking to staff, we are talking to 

faculty, we are talking to academic leadership and the senate. The entire community is 

becoming engaged and accepting. We are being super transparent, and I think that helps. When 

we find pockets of groups that feel negative, we talk to them what is going to happen. They are 

also seeing a fairness component as it is being applied to everyone the same. They might not 

like their starting point, but that is a different discussion.  
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 To summarize, University D is in the early stages of a new budget model. While the university 

faces increasing economic and political pressures, it has continued to normalize the model through early 

collaboration, research, and leadership support. This level of support carried through the next several 

years as the model went through substantive changes to its current form. Engaging with the broader 

university was critical given its history with financial model changes. This in turn created a model with 

the perception of being fair.  

Case Study Five: University E 

Institutional Profile & RCM History 

Institution E is the youngest of the universities in this study. The University was founded in the 

late 1960s when the state medical college and professional institute merged to become one single 

university. The original state medical college was founded in 1838. The University is in the southeastern 

part of the university and is a state funded single campus institution in an urban area. The university is 

considered one of the top 160 national universities and in the top 80 in top public schools. (USNWR, 

2021). The core mission of the university continues to focus on academic health through engagement, 

research collaboration with engrained core values of diversity, inclusion, and equity. University E offers 

more than 65 majors with a total average enrollment of 32,000 undergraduate and graduate students. 

University E is a state supported institution led by 16 members of the Board of Visitors who are 

appointed by the Governor for a four-year term. In addition, non-voting advisory representation include 

one student, one faculty member and one staff member.  

The core revenue for University E was $1.0 billion in FY 2018 with tuition and fees making up 

23% of the total revenue. State appropriation as a percent of total revenue has remained constant FY 

2015 to FY 2018 (IPEDS, 2021). Enrollment at University E has remained stable since 2015 with state 

funding remaining steady between 2015 to 2018. Table 4.11 highlights the core revenue and expense 

composition of University E. 
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Table 4.11 
University E Fiscal Profile 

    

  2015 2016 2017 2018 
Core Revenue (millions) $89 $916 $999 $911 
 Government C&G as a percent of core revenue 22 21 20 20 
 State funding as a percent of core revenue 23 23 23 23 
 Tuition & fees as a percent of core revenue 35 35 34 35 
 Private gifts, grants, and contracts as a percent of 

core revenue 
12 13 14 14 

 Other revenue as a percent of core revenue 8 8 9 8 
      
Core Expenses (in millions) $816 $860 $887 $937 
 Academic support as a percent of core expenses 11 12 12 13 
 Instruction as a percent of core expenses 47 48 47 46 
 Research as a percent of core expenses 23 23 23 22 
 Institutional support as a percent of core expenses 10 10 10 10 
 Other expenses as a percent of core expenses 9 7 8 9 
Adapted from National Center for Education Statistics (2020). IPEDS: Integrated Postsecondary 
Education Data System (Washington, D.C.). 

 

University E utilized incremental budgeting process for decades. Per discussions with the Fiscal 

Director, the previous budget model relied primarily on incremental changes to past year allocations. 

Major academic unit and central support units generally saw small changes to their base budget each 

year. With the President wanting to become more strategic and innovative, the university sought out a 

process that would encourage a multi-year planning process. The President, along with executive 

sponsors from the cabinet, formed a steering committee and several task forces groups during 2015 and 

2016. The steering committee was responsible for (1) setting priorities for scope, (2) developing task 

force working groups, (3) make policy recommendations, and (4) seeking input from the greater 

university community. The 13-member steering committee included executive academic leadership, 

senior administrative leadership, and senior representation from the college, schools, and 

administrative units (personal communication, 2021) 

Like the steering committee, the task force includes representation from both academic and 

administrative units. The task force was charged with researching and recommending strategies for the 

new budget model that would focus on transparency and incentive for growth predicated on university’s 
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mission. In 2015, the task force started with three subcommittees focused on developing best practices 

by researching model development at other institutions. After the initial modeling, the task force 

decided to create six working groups to (1) conduct research on budget issues, (2) developing model 

recommendations, (3) develop related policies. The six subcommittees included: administrative 

assessment and benchmarking, budget education and communication, research income and expense, 

financial aid, central cost allocation, tuition, fees, and enrollment forecasting (personal communication, 

2021). The budget office played an intricate role in both the steering committee and task force groups. 

Aside from representation, the budget office provided staff leadership and support services to all phases 

of development including budget development, review, analysis, implementation, monitoring, and 

reporting. 

Like University D, University E indicated initial concerns of the negative connotation of RCM 

among faculty as a “one size fits all model”. Thus, University E considers a hybrid model that includes 

elements of RCM, but customized to fit its own priorities, needs and values (personal communication, 

2021). University E utilized three years in its full implementation process. The model is decentralized, 

focusing on transparency, incentive for growth, and control at the decision-making level. University E 

preserved some central funding for subvention and strategic needs of the university. This included (1) a 

year to run a pilot with existing system and review outcomes, (2) a hold-harmless parallel year to make 

model adjustments, and (3) a full implementation year. University E went live with their model in FY 

2020, five years after starting the process.  

Income Allocation. In the new model, primary income flows to the schools and colleges. Prior to 

distribution 20% of the gross income (i.e., tuition and fees, other revenue, state funding, and indirect 

cost recovery) is taken off the top for the University Priority Fund (UPF). UPF is used to invest in 

academic units, and fund strategic initiatives for the common good of the university, or provide 

subvention, which is used to maintain or increase a unit’s net financial position. Some areas will need a 
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larger subvention as they are critical to the university’s mission but cannot cover all costs even with 

strong fiscal and strategic management. For University E, subvention is adjusted on an annual basis. As 

schools or colleges move toward a more self-sustaining position subvention should decrease. The 

pooled funds in UPF are also used from strategic investments in the school and overall strategic 

priorities.  

Next, the remaining undergraduate and graduate tuition and fees are split with 80% going to the 

school of instruction and 20% allocated to the student’s primary major school. All program and course 

fees remain with the colleges or school responsible for the fee. The university is a heavily resident based 

population for undergraduate enrollment. Therefore, the tuition differential for non-resident is not 

blended into a rate. The undergraduate non-resident differential will remain with the student’s major 

school or college as incentive for recruitment. Other revenue follows a traditional format where the 

income flows to the unit where it was generated. Next, the state funding is provided on an algorithm 

based on 50% tuition generation, 25% research expenditures, and 25% share of university central costs. 

Last, the indirect cost recovery allocation to units does not change in the new model. The home unit will 

continue to receive 66% of the indirect cost recovery. The remaining funds will be distributed to the 

university centrally as required by state law. This includes 30% to support research related services and 

4% being retained centrally in the research priorities funding within the office of the Vice President for 

Research. 

Expense Allocation. Units are responsible for three sets of costs on the general fund including 

(1) direct school expenses, (2) financial aid, and (3) central support services. Under the model, 

undergraduate financial aid expense is shared among the schools and colleges in a need-blind manner. 

Each unit’s cost is a proportional share of their revenue. Graduate financial aid is a direct charge back to 

the school where the student resides. Approximately 33% of University E’s operating budget expenses 

are related central unit costs. This includes central support office, common good activities (e.g., library 
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and technology), and faculty and student related support services. A high-level algorithm was designed 

at University E to allow for better planning in lieu of a more cost for service model. While University E 

uses some of the same driver-based metrics for allocating costs, the model is more complex taking 

drivers down to specific departments within the larger unit. For example, central library services 

algorithm is based on 20 different individual departments with drivers ranging from all student FTE to 

program specific FTE.  

Reasons for the Implementation of RCM 

University E is currently in its second full year of RCM. In 2014, the President decided to embark 

on a process to redesign the budget that was inclusive of representation from across the university 

including academic and administrative units with a focus on developing a process that would support 

the culture, mission, and priorities of the university. Fiscal Officer E noted the initial drive came from the 

president and the cabinet of the university.  

The Board wanted to see a more entrepreneurial focus from the colleges and schools. That was 

the true impetus. We embarked on what we called the university budget redesign project to 

transform our planning and budget process to meet the needs of a 21st century public research 

institution. We wanted to develop and improve our approach to resource allocation planning to 

better align our financial resources with the university’s core values and strategic direction. We 

wanted to encourage deans and leaders to become more innovative in ways to grow programs 

and become more efficient in the process. 

As noted previously, University E, like other institutions, developed a steering committee and a series of 

taskforce groups. However, the process was communicated to the whole university through its entirety. 

This included information sessions, town halls, and individual meetings. Leadership support and 

transparency aided in the model development. 
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Before beginning, we really thought about the process and how we would redesign to fit the 

culture of the university. We are an inclusive group. We did not have a mandated date to start. 

We took a good two years of reviewing, researching, and recommending options. From there, 

we built the model and created various university-wide information sessions that were led by 

the Provost and the VP for Finance & Budget. These sessions changed some of our thought 

processes on the model and future decisions. For example, development, sponsorship 

programs, and auxiliaries are not included in the model. Some of these decisions came from 

talking to the wider university groups. Yes, we wanted to become more strategic to grow 

revenue, but enhancing the quality of education and services was at the forefront as well.  

There was an emphasis on greater transparency to help decision makers understand the 

mechanics. In addition, University E wanted to ensure the model could withstand external economic 

pressures. Unlike institutions that transitioned to RCM in the 1990s, resources during University E’s 

transition were more constrained due to state funding and an emphasis on keeping cost of attendance 

low. For these reasons, University E decided to roll the model out over three years. This would increase 

the understanding and acceptance of the model. 

Our transition took place during a time when financial resources were tight. It is easy to blame a 

model if the resources are not available and we did not want that to happen. We decided the 

rollout should occur over multiple years. In 2018, we provided the model alongside the existing 

budgets. Extra reporting was provided so the schools and colleges could see how they would 

have performed if we were in the new model. In 2019 we had our hold-harmless (parallel) year 

where all aspects of the model were live, and you could see your performance in the budget 

system. However, you received your budget regardless of actual performance, meaning if you 

saw growth in tuition, you didn’t get it and if you saw a decrease, you didn’t receive a cut. In 

2020, we went live with the new model. The same year COVID-19 hit.  



 
 

93 
 

University E considers itself very autonomous from the state in which it resides. While state 

support provides up to 35% of its operating funding, the state is not overly involved in financial decisions 

including setting tuition rates. University E did not feel the pressure from the external environment to 

change the model but did take into consideration the potential changes in the future. 

The state is decentralized, and we are very decentralized. We usually stand on our own. We set 

our own tuition rates and we set our own fees. Of course, we took the state funding into 

consideration as it represents about 30-35% of our educational and general funding. We did not 

tailor our model due to actions by the state but tailoring from the standpoint the state provides 

a significant amount of money and we need to understand how it allocated and how it could 

change.  

For University E, it is that influence of the potential changes that made a significant model change prior 

to implementation. Like other universities under RCM, subvention can be critical for some schools. For 

some academic units, their ability to create tuition revenue might be lower due to faculty: student ratio 

requirements. In the initial planning phase, University E had intended to use state appropriation as 

subvention to the academic units. 

The largest change in our model was how we were using the state funding. Originally, we were 

using the state funding as the subvention pool. We had consultants come in to do some clean 

eye review. They did not build our model. However, the consultants encouraged us to change 

allocating state funding as part of our subvention plan.  

RCM Implementation Experience 

As mentioned previously, University E had a deliberate methodical process to implementation in 

order to normalize before the full transition. University E had a strong emphasis on learning during this 

process. Argyris and Schön (1996) framework examined if actions encourage learning or inhibit growth. 

Model II learning depends on a congruence between espoused theories and theories-in-use. For 



 
 

94 
 

University E, it was important to adapt or modify how people thought about budgets in the short and 

long term instead of adjusting practice to fit the current trajectory. However, the process was not easy 

or immediate. 

It has been difficult for fiscal officers to make the transition from (a) I am worried about only 

having $10,000,000 to spend to (b) enrollment is up and I can spend more due to the new 

program, (3) but I need to be careful as this other program is losing enrollment. But there has 

been progress made and each year it seems to get better. 

Fiscal Director E alludes to the process being key. With the framework developing over multiple years, 

leadership, faculty, and staff had an opportunity to experience and reflect on the model. This led to how 

the university would approach decision making in the future.  

Leadership has made several decisions that has treated our RCM model as more of an 

informational tool than a black and white set model. Over the last several years, leadership has 

started making decisions about reallocation of the subvention funding. One school might be on 

a 5-year plan for subvention reduction while one might be on a plan for five-year growth. That 

has been the biggest impact of this budget model. It makes it super clear the haves and the have 

nots. And leadership has made several changes in how schools and colleges receive funding to 

remain fair. From what we would have done years ago, this is light years ahead in decision 

making, and the quality of decision making by the leadership of the university. 

An underlining tenet of the model is fairness. This came from reviewing consequences in the 

development and trial of the model. The COVID-19 pandemic hit University E seven months into the 

implementation year. Like all universities, the pandemic had serious financial ramifications on University 

E. When the university saw enrollment declines as a result, it had a choice to (1) revert to incremental 

and pause RCM, (2) move forward with the planned implementation and cost/benefit consequences, or 



 
 

95 
 

(3) review the governing variables after seeing potential consequences. University E went back and 

reflected on the governing variables which changed the actions for allocating student fee income. 

The university was hopeful to start seeing enrollment gains beginning in 2020. And then the 

pandemic hit. If we were in incremental budget, we would have assessed a 4% cut across the 

board. The new model might have disproportionately hit some schools harder as this was a 

dramatic hit. Thus, leadership decided to (1) give every unit a 4% budget cut and (2) credit 

schools and colleges back if their enrollments were above projections. But for schools who saw 

more than a 4% reduction, the campus would make whole up to the 4%. That was a huge 

change. We had a few schools with 9% enrollment drops and we helped them out, but they are 

still responsible for figuring out how to manage their enrollments and funding long-term. This 

gives the unit more time to either right size the expenses to meet lower revenues or grow 

enrollment. This was a huge sea change from how we approached the budget before. The 

leadership went back and said wait, we want to be fair, so they made a one-year adjustment 

due to the pandemic.  

Culture & RCM Implementation 

According to Fiscal Director E, the model has shifted to be more reflective of the leadership and 

the culture of the institution. While the model has changed some level of thinking, it was really the 

culture that shaped the model.  

We have always been a very collaborative university. This has been especially true in academic 

units but didn’t really translate down to the budget. There wasn’t anything to learn from the 

allocations or even a sense of understanding of how it was established before we changed the 

model. We had steering committees, task forces, university-wide seminars, and now an ongoing 

budget committee. We are collaborative and now our model fits our university. We have a 

strong budget committee. It is made up with our CFO, our Provost, VP Health Sciences, VP for 
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Administration, and staff. It was/is really on their backs to communicate and guide our RCM 

model and how it is interpreted. We meet regularly with deans and financial leaders, so they 

understand what the committee is doing now and their vision for the future. That has the 

biggest influence about where the model is going. When RCM started initially, I was working in a 

school. I was optimistic with some of the options and what it could bring. There was some 

trepidation on how it would affect the schools. I have seen firsthand how it has been used and it 

is not pure RCM. I think it is significantly better for our university as it matches with our vision 

and our culture. It has been used effectively by leadership to identify how best to use the 

funding or lack of funding. It has ended up being something completely different than what I 

initially thought it would be, but the outcome is very positive.  

From above, it could be noted University E has developed a sub-culture within the budget committee as 

it encompasses the core values in the overall university, but has some unique values based on the 

shared experience of involvement throughout the process. This sub-group can assist in RCM being 

accepted even in the face of strong external factors such as the economy and political climate.  

To summarize, University E has successfully implemented an RCM model in a time where 

universities are being encountered with unprecedented financial pressures. Though short in its tenure, 

the model has shown some success through the overall acceptance. This has been influenced by strong 

leadership and collaboration between academic and administrative groups throughout the process. The 

process for University E included three years of development followed by two additional years of testing 

and rollout. The systematic approach allowed for acceptance and normalizing across the university.  

Cross-Case Analysis 

A cross-case analysis was done to explore the themes of each question as it relates to each of 

the five universities in the study. The individual themes were analyzed collectively to form the most 
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common themes related to each of the three research questions. This brief summary provides details on 

how each of the schools performed on the themes related to the research question. 

In explaining reasons for transitioning to RCM, the four most duplicated responses included: (1) 

transparency, (2) accountability, (3) revenue generation, and (4) fairness. Transparency was the most 

frequently noted reason. University C, D, and E have been in RCM development/implementation for less 

than two years. With historical practices of incremental budgeting, transparency was key for future 

long-term strategic planning. University A and B have been utilizing RCM for more than 20 years each; 

however, transparency was noted key in the beginning as well in subsequent reviews. Accountability 

and revenue generation were the next most common themes related to question one. With a push 

toward entrepreneurship, it is critical to give academic units more autonomy with the shift of 

responsibility for increases and decreases in budget. Last, fairness was listed as being key. All the models 

differ in some way with different levels of success. Nonetheless, a model that could be understood and 

generally accepted as being fair was considered essential by all five institutions. 

A series of questions were asked to gauge the level of the organization’s ability to change in a 

transformative way beyond basic procedural modifications. Double-loop learning requires a change in 

norms and values. A change in tenets requires double-loop learning, but if the actions only occurs, 

single-loop learning will result. The most common themes expressed included: improved 

communication, increased understanding, flexibility, and reflective action. Ongoing communication was 

cited most frequently in the interviews. This includes communication about the transition to RCM, 

rationale behind the transition, stages of development, and ongoing adjustments. This was most critical 

for the institutions in the early years of RCM (i.e., University C, D, and E). While University C indicated 

issues in communication, it was stressed to be essential to keep the model moving into the future.  

Argyris and Schön (1978) notes individual learning or understanding is not enough if it is not 

communicated through the entire organization. Understanding or learning was a common theme found 
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throughout all five case studies. Understanding did not focus on procedures, rules, or strategies, but in 

philosophical manner that changes relationships between issues and events. Third, flexibility was noted 

as being key. The term was used to describe both time frame for implementation or changes and 

adjustments to the RCM model itself. Many institutions noted it was important to understand the model 

could and would change prior to implementation based on results and or anomalies. Last, reflective 

action was noted as being critical. The ability to reflect and explore alternatives to activities and 

innovation are essential to the framework of double-loop learning within Model II. According to March 

(1991), double-loop learning goes beyond adjusting existing practices, but involves analyzing 

assumptions and values for productive learning and change. While not all expressed the usage, it was 

mentioned as being an element essential to success. 

When analyzing culture, leadership, collaboration, and collective action were most frequently 

noted. Leadership was noted most frequently with regards to culture and overall organizational change. 

According to Montuori (2000), “Leaders should foster systems thinking and systems dynamics to 

facilitate both individual and organizational learning” (p.67). All universities indicated a strong leader 

was significant in the transition to RCM. While the style and the effect of the leadership differed, it was 

noted as essential for the transition to occur. Second, collaboration was noted consistently. This 

included collaboration within committees (i.e., tasks forces, steering groups, faculty councils) as well as 

greater collaboration within the institutions. Kotter (2006) noted organizational culture is a complex 

entity. There can be a disconnect that it is merely “the way things are done around here” when in fact it 

is shared experiences, values, and norms of the institution. Collective action, or reflective change was 

another theme within culture. Through additional questions, collective action came to mean the values, 

priorities, and goals of the institution. This includes considering the faculty, leaders, and stakeholders of 

the institutions for successful change as each as its own sub-culture. All expressed their uniqueness to 
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the model and each modeled differed within the study. The reason most often noted for this uniqueness 

was the collective action of university’s RCM model to fit the norms and culture where it resides. 

The next chapter presents a summary and conclusion of the findings with linkage to the 

literature as it relates to the difference between theory and practice in the transition or subsequent 

change in RCM within public AAU institutions. Also included in this chapter are limitations, reflections, 

suggestions for future research, implications for practice, and a concluding statement. These findings 

may be important as higher education leaders’ evaluation future budget transitions and organizational 

change practices. 

 

  



 
 

100 
 

Chapter V: Discussion & Conclusions 

The purpose of the study was to gain insight into when, under what conditions, and how the 

reasons behind actions taken (theory-in-use) deviate from the originally planned logic and reasoning 

(espoused theory) in the implementation or subsequent changes of an RCM model. Throughout the 

research, the theoretical constructs of Argyris and Schön Theories-in-Use Framework (1996) centered on 

organizational learning (e.g., Model I and Model II learning) and Schein’s cultural theory (1992, 1996, 

2010) guided the development of research methods and utilized in the interpretation of findings. These 

theoretical constructs provided a lens into understanding the role of culture in learning and change 

within higher education. 

Summary and Conclusions 

This section will summarize the conclusion and linkage to the literature framed by the study’s 

research questions. This study utilized a mix-method approach guided primarily by the theoretical 

constructs of Argyris and Schön, and Schein. Initially, a web-based survey was sent to all 38 AAU public 

institutions to understand (1) budgeting approaches (i.e., decentralized, or centralized), (2) length of 

implementation, (3) and initial reflections on the change process or subsequent review. The use of 

multiple data collection methods helps ensure the validity of the research by capturing different 

dimensions of the same phenomenon (Patton, 2002). From the survey, five institutions were selected 

based on institutional characteristics, stage in process, and years of utilization. The case studies include 

two institutions that have utilized RCM for more than six-years and three institutions with two or less 

years of use. The multiple case-study approach allows for in-depth cross case analysis of data to create a 

richer exploration (Miles & Huberman, 1994). In addition, a multiple case study shows if there are 

similarities or differences among the case characteristics to get a better understanding (Stake, 2005). 

Organizational change in higher education is difficult given the diverse populations, competing 

missions, and loosely coupled nature of higher education organizations (Weick, 1995). RCM models are 
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intended to fit this loose coupling as it decentralizes the process, putting the responsibility for the 

income and expense at a school or college level to improve accountability and increase revenue 

generation. The overarching goal is to create more autonomy and entrepreneurial thinking. A study on 

RCM provided an opportunity to study the organizational change process, learning process, and cultural 

effects. Historically, the purpose of budgeting was to direct available resources centrally. Public HEIs are 

now looking for new sources of revenue to fill the financial gaps created by decreased state support and 

shrinking populations, while maintaining competitiveness through improved efficiencies (Priest & al., 

2006). This does not occur simply on a spreadsheet but takes organizational change and collaboration to 

be successful. Applying sociological frameworks of culture (Schein, 2010) with the theories-in-use 

framework of Argyris and Schön (1996) concepts of organizational learning can provide critical insight as 

most models of organization change have focused on the for-profit business sector.  

The research purpose focused on the larger question, what causes differences to occur between 

theory and practice in transitioning to RCM, and more generally the internal change processes. While 

much has been written regarding the challenges facing higher education (i.e., limited state funding, 

changing student demographics, and population shifts), there is a paucity of literature focusing on the 

change process and even less on the role of culture. As Burton Clark (1983) noted, the change process 

itself remains elusive and often overlooked in research.  

Accountability, Transparency, and a Transition to Hybrid Models 

The first set of research questions focused on reasons for the implementation of RCM. It was 

evident in the interviews the change was for more than fiscal health. First, it became apparent an 

overarching goal was a new focus on strategic planning with an emphasis on accountability. According 

to Hern (2006), instilling schools (units) with greater responsibility allows for alignment with the mission 

of the university. Instead of decision making at the central level, RCM would increase collaboration in 

strategic planning as units would be more aware of short-term and long-term implication of action on 
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both revenues and expenses. According to Goldstein (2013), this alignment is critical to the success of 

RCM. Responses indicated this was more than a directive in funding calculations, but a fundamental goal 

to establish a new philosophical understanding of academia and finance. Per University B Fiscal Director, 

“a change in the budget process should assist the university’s effort to identify the challenges ahead and 

weigh different options for dealing with them”. University E further noted “the board wanted to see a 

more entrepreneurial focus from the colleges and schools. This was the true impetus”.  

Second, transparency of funding flow was highly noted. All five universities indicated 

transparency was a critical criterion in the development as it would help decision makers understand 

the sources and mechanism of the campus funding. It was one of the highest ranked themes within the 

case studies as it can enhance success or be the impetus for failure. According to Curry et al. (2013), 

improved transparency allows academic units to understanding the metrics behind decision making 

which can improve efficiency, strategic decisions, and creation of entrepreneurial revenue generation 

activities. According to Fiscal Director A,  

There were about 10 reasons to guide the transition and strategy. But revenue growth and 

transparency were the main impetus. We outlined incentives to decrease costs along with 

increases in transparency. This helped with planning on the academic side as units now knew 

there would be costs involved in making decisions. Now there was a complete set of information 

for local managers and that was a game changer. 

Transparency can be viewed as a conduit for building organizational trust, engagement, and 

reputation (Schnakenberg & Tomlinson, 2016) and highly correlated with leadership support and 

commitment in this study. This goes beyond supporting memos, but proactive and intentionally driven 

commitment and communication by senior leadership to comprehend recommendations and make 

applicable changes. For example, Fiscal Director D noted,  
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We decided services (e.g., police) were really a campus good and we needed to try to get rid of 

the process as it dilutes the transparency in planning. In turn these units were pulled into the 

cost pools instead of costly internal recharge programs. This also creates incentives for the 

campus units to utilize the centrally provided services 

According to Kezar (2001), change is highly dependent on leadership’s ability to communicate, 

debate, and reframe ideas to create and innovate change. While it was mentioned as a reason for 

transition, it was apparent not all institutions utilized the same level of transparency. University C noted 

transparency as being a critical reason behind transitioning to RCM, but in practice this was not evident. 

Transparency was absent in model development changes and in communication patterns with the 

greater university stakeholders. According to Fiscal Director C,  

This was driven primarily by our President who was relatively new at the time. I think there was 

a desire to be more transparent in the budgeting process as well as examine and develop ways 

to grow revenue, like a business. However, the actions didn’t follow the original communication. 

In the end the lack of transparency has prevented any revised culture or trust within our 

communities. 

While connectiveness between transparency and transition success was not a focus of the research, 

findings point to a speculative correlation that would be worthy of additional research. 

Hybrid models became a third theme across all five universities in the study. Priest et al. (2006) 

note most RCM models are not “pure” and follow different methodologies. Zierdt (2009) supported this 

idea of a hybrid model being the norm in higher education to fund critical institution-wide initiatives. 

The term hybrid indicates the utilization of a variety of budgeting styles to different extents. This can 

include providing portions of the budget based on incremental, performance, or formula-based 

budgeting schemes. Or it can be visible through holdbacks for strategic funding, subvention pools, or 
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contingent funding. All five institutions operated a hybrid approach as opposed to a “pure RCM” model. 

According to Fiscal Director A, 

We started so long-ago when RCM was the only term out there. But if you look at it today, we 

are not reflective of what we thought we would be 20+ years ago. We have migrated more to 

the center in some respects in order to fund mission critical priorities.  

While all five universities have forms of a hybrid model, the three “newer” institutions (i.e., 

institutions C, D, and E) had consistency in the naming and messaging of the new model. While the same 

key RCM tenets were in their models, the institutions steered away from the conventional name “RCM” 

due to negative connotation of the model being too business like. The naming schemes focused on 

colors, mascots, or university relics which are synonymous with the culture of the university. Fiscal 

Director E noted,  

We have been in our model a few short years. By 2015, the term RCM was getting a bad rap in 

higher education. Plus, we knew a one size fits all model would not work for us. Thus, we 

decided to focus our model on a hybrid with a unique name associated with our university. Sure, 

the model contains the same elements of RCM, but customized to fit our needs and our 

priorities. 

This study did not investigate reasons for a hybrid model. However, assumptions from the interviews 

suggest a hybrid model assists in providing a counterbalance to potential negative effects on 

interdisciplinary programs or service teaching (Massy, 2003) o basic underlying assumptions or values of 

the university (Schein, 2010). 

Collaboration and Reflection are Critical 

The second set of questions focused on the RCM implementation experience. These questions 

are rooted in Argyris and Schön’s (1996) concept of how learning occurs within organizations during 

change, more specifically the action taken during the change process. Learning occurs when desired 
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outcomes are not achieved, which is perceived as an anomaly. First, people or an organization have an 

ideal behavior to use when faced with a circumstance (espoused beliefs). Then, there are events that 

puts their response into action (theories-in uses). Smart & St. John (1996) hypothesize that the degree of 

congruency between theories-in-use and espoused beliefs determines the effectiveness of the 

institution. Model I organizations do not challenge their espoused theories, rather they engage in single-

loop learning which involves making incremental adjustments to practices to achieve the original 

objective. This can be thought of as correcting errors by modifying behaviors as to not repeat the error 

again (Senge et al., 1994). In contrast, model II learning represents a more open and reflective learning 

culture promoting both advocacy and inquiry by sharing control with those who are involved in the 

action (Batras et al., 2014; Argyris, 1982). Model II utilizes double-loop learning which requires a 

feedback loop and goes beyond changing routines, but solving complex or ill-structured problems based 

on reflection (Argyris, 1976, 1990; Senge et al., 1994). Individuals or groups who reflect more deeply are 

more likely to change their underlying beliefs. This behavior is more highly correlated to organizational 

change success. 

While all five universities showed some Model I and Model II learning, only one institution 

consistently showed higher characteristics of operating in Model I. University C created a RCM plan in 

theory based on transparency of funding flow, open communication, and strong leadership support. 

However, the model was difficult to understand resulting in routine arbitrary decisions being made 

outside the model. Thus, University C described characteristics associated with Model I behavior 

including maximizing winning or losing, create competitiveness, and maintaining the status quo. 

According to University C Fiscal Director,  

The model was to be value-based, transparent, and flexible. But this didn’t happen. Even people 

who have been involved from the beginning still do not fully understand it. Frustration grew 

among the units. The President thought this competitiveness would result in increased 
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entrepreneurial behavior. Instead, random decisions are made that have gone against the 

process that was established and nobody is happy. 

The actions appeared to discourage inquiries while advocating more central control which is 

supported by previous research (Argyris, 1982; Boyce, 2003). Based on the literature, Model I decreases 

ability for learning as people tend to go back and reframe action to achieve the original goal (Argyris & 

Schön, 1996; Batras & al., 2014). This was noted by the Fiscal Director C, 

People don’t like it; nobody really likes it as it is complex and there is a feeling of not having any 

control. Instead of understanding, we just keep correcting errors, making arbitrary changes, and 

not really looking at changing behavior or the thought process behind it. 

In contrast, the other four institutions had more similarities related to Model II that represents a 

more open and reflective learning culture (Batras et al., 2014). Communication and understanding were 

the most cited themes related to Model II in the interviews. This is supported by the literature that 

notes communication is critical for successful organizational change (Kotter, 1996). More importantly, 

stakeholders must buy-in, and alter existing beliefs to accept the changes. Most study participants 

stressed not only the importance of a steady stream of communication, but the different avenues of 

communication (e.g., open forums, faculty councils, reports, etc.) that allowed for the model to shift 

prior to implementation. According to Fiscal Director A,  

Prior to RCM, nobody understood what they were getting or why. So much time was spent on 

thinking College A was getting more than College B and College C felt like the stepchild to both. 

In addition, nobody had meaningful conversations with central finance. Nothing happened in a 

vacuum and (the RCM model) was developed by the university over several years. There was the 

bonus that units started making even better decisions on the revenue side knowing there was a 

cost element hanging out there. It is now a much more complete set of information. 
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Several participants alluded to senior leadership seeking help from other members of the organizations 

and a willingness to adjust drivers, methodology, or general plans based on feedback received. 

According to Fiscal Director A,  

In the first implementation, we had a three headed leader model. We had a provost, and two 

very influential executive level vice presidents, all who literally worked as a collective whole. 

Flexibility was another key factor mentioned. None of the participants expected to create a 

model that would make all stakeholders happy. However, there was an expectation the model would 

evolve through the process to create and be accepted as generally fair across all units. University E Fiscal 

Director noted, “It has ended up being something completely different than what I initially thought it 

would be, but the outcome is very positive”. Fiscal Director D further noted the need to remain flexible 

in the model while staying true to the intent. 

We are not taxing gifts and endowments at this point. We might in the future. It was originally in 

the model, but there were some discussions and honestly it became a large political discussion. 

One of the goals of the model was to restore and establish a stronger central investment fund 

for the EVC (Executive Vice Chancellor) to make strategic investments in academic and research 

programs. We took a step back and realized that the other levers of the model were establishing 

the center, and this would not be needed right now.  

In addition, flexibility was associated with the timeframe for implementation. All five institutions 

indicated time delays or changes based on feedback from different stakeholders within the institutions. 

University D Fiscal Director noted,  

We’ve been working on this for a long time. A long time. And we are still working. It took looking 

at this from an academic strategy perspective and building the philosophical rationale for 

moving in this financial direction. We have been tweaking with the help of the faculty senate 
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over the past few years. That has been one of the most beneficial relationships in making 

changes. 

Lastly, reflective action was mentioned by all institutions and most closely associated with 

Model II learning. The ability to reflect and explore alternatives to activities and innovation are essential 

to the framework of double-loop learning within Model II. According to March (1991), double-loop 

learning involves analyzing assumptions and values for productive learning and change. Four institutions 

showed indication of modifications because of reflective action. While University D shifted the elements 

of the model based on feedback from faculty senate committee, other long-term users of RCM noted 

the need for continued reflective action to see if the model is causing behavior changes,  

Sometimes we’ve gone back and tried to understand what is going on and why behaviors have 

changed. When it is evident that people might be changing behaviors to game the model, we 

realized wait, that’s not what we wanted. Yes entrepreneurship, but not in a way that could 

change the academic direction of the university. Thus, we go back and reevaluate and make a 

change. It could be going back to an original distribution or making another change that could 

add another layer of complexity on the backside. That is ok for us if it helps the academic 

direction and mission. 

Strong Leadership, Values, and Collective Action 

According to Edgar Schein (2010), organization learning cannot be understood without first 

understanding culture and how the members of that culture deal with change. The third set of questions 

focused on the culture and the RCM implementation. It is important to recall some of the reasons for 

transitioning to RCM. More than changing accounting algorithm, transitioning to RCM was about 

reorganizing practices and philosophical views toward strategic planning which changes the context in 

which units operate. This in turn impacts the culture of the institution. Therefore, RCM reshaped the 

culture due to changing practices, relationships, and responsibilities for University A and B. RCM became 
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part of the fabric of the institution. All five institutions noted the importance of leadership direction and 

support. Initial leadership needs to come from senior level academic leadership but does not have to be 

solely the President. It should include the deans, vice provosts, vice presidents. University E Fiscal 

Director noted,  

We are collaborative and now our model fits our university. We have a strong budget 

committee. It is made up with our CFO, our Provost, VP Health Sciences, VP for Administration, 

and staff. It was/is really on their backs to communicate and guide our RCM model and how it is 

interpreted. 

As Peters and Pierre (2007) note, decentralized budget places greater emphasis on management 

and leadership, rather than process and procedure. While all five institutions indicated the importance 

of leadership, their experiences differed. Focusing on the younger institutions, two of the three 

institutions indicated an active ongoing support of senior leadership for the process. The dialogue and 

support translated to other groups within the university. University E Fiscal Director noted,  

The leadership must be willing to be transparent and have conversations with the deans. This 

includes conversations about one college’s performance compared to another, why we need to 

increase policy, why we make a decision on one proposal compared to another. This wasn’t 

evident to me in the beginning. But it is these conversations that have changed and created an 

overall change in our thinking process. 

University C indicated the importance of leadership, but noted frustration, random changes, and 

oftentimes mismanagement of the process were problematic.  

He (President) started the model but doesn’t follow it. So, we do not have true leadership to 

embrace it from the president. This creates mistrust among different groups. And people are 

already working behind the scenes to try to position themselves to get rid of the budget model 

even though we are still early in the process of transition. 
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While leadership style was not a focus of the study, speculative assumptions can be made 

related to leadership style and integration into the academia culture. Academia embraces a unique 

culture based on strong intellect and service to the institution and the community. Wang and Fredrick 

(2018) note university culture tends to be change resistant; however, Sporn (1999) noted universities 

are adaptive given the dynamic changes within the external environment. The key is understanding the 

relationship of change and the organizational culture. In the instance of University C, the President was 

new to academia having held previous senior level positions in corporate business. University C 

President wanted to create a level of competition between the schools to generate more 

entrepreneurial behavior. Several decisions became top down and created strife among groups.  

On the other hand, the remaining two presidents of the younger were more successful. While it cannot 

be concluded, speculative assumptions can be made based on their extensive background in academia 

which is traditionally embedded in collaboration, inquiry, and shared governance. 

Schein (1992) noted organizations undergo three organizational stages. This includes early 

development, midlife, and maturity. Institutional early development occurs during the formation of the 

institution or beginning of organization change. Organizational midlife occurs when a second generation 

of leaders has taken control, and organizational maturity occurs when changes become part of a 

successful history, and in turn establish a new culture. This literature provided a new lens in examining 

the role of RCM on the culture of the institution. University A and B have both utilized RCM for nearly 

three decades each. Thus, it became less about the impact of RCM on the culture, and more about how 

the tenets of RCM have become woven into the fabric of their respective cultures. Both institutions 

noted changes occur continuously, but there is an understanding and an expectation of fairness that is 

grounded in communication and trust. University Fiscal Director A noted,  

In the beginning, we uncovered all of those internal subsides by becoming transparent. The 

culture now expects the budget office and the process to be an institutional level process that is 
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not tied to any particular unit. They expect us to be open, transparent with face-to-face dialogue 

and not just memos. That is the cultural expectation at University A. 

For University A and B, new ideas and changes are part of the routine culture. There is less fear of one 

unit trying to “game the system” as there is an expectation of fairness which happened to be an original 

guiding principle in the transition for both universities. Thus, autonomy, strategic planning, and 

entrepreneurial spirit have become ingrained in the culture to the point it isn’t associated as a by-

product of transitioning to RCM. 

Lastly, RCM created sub-cultures of some universities by focusing on understanding key metrics 

and budgetary decisions. The concept of sub-cultures in academia is not unique as it has been discussed 

in the literature since Clark (1970) first defined campuses as having unique cultures based on the myths, 

rituals, and subcultures. Subcultures encompasses the core values of the dominant culture but have 

additional values that are unique based on shared experiences. Four of the five institutions noted the 

development, or the existence of sub-groups based on RCM. University B Fiscal Director noted,  

The leadership, faculty, and staff never would have thought or even cared about this without 

the model. Now academic leadership is looking at what programs to develop, what programs to 

sunset, and even what programs should be blended into a shared model with another school. 

These sub-groups do not share the same job families as they are made up of faculty, staff, and senior 

administrators. These sub-groups provide historical reference for the “long-haulers” and assist in 

acceptance for institutions transitioning to RCM. For Model II learning to occur, subcultures must work 

collaboratively. The study did not intend to look for the differences between sub-cultures. However, this 

difference emerged in the data.  

Transitioning to decentralized budgeting can create some deep cultural divides in the process. 

Therefore, it is critical for the culture to shape the transition of the model (Kotter, 1995). The culture can 

shape the timeframe, guiding principles, allocation models, and even the naming scheme. Most 
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institutions noted being historically slow to change but felt successful transition could be associated 

with allowing the model to incorporate the values, mission, and culture of the institution. Most noted 

transitioning to RCM strengthened their culture of collegiality and collaboration. Outside of finance, the 

universities were built on these principles in curriculum decisions, academic appointments, and service-

oriented projects. Despite this, academic leaders were often financially unaware or could not make 

sense of past funding changes. And neither could the administration overtime. RCM helped expand 

collegiality and collaboration through (1) expanding financial knowledge (2) increased transparency. In 

essence, academic leaders would be fiscally aware and “at the table” on decision making within their 

schools and at times the campus. 

Collective action was another prevalent theme emerging from the data. Organizational 

members that work within a Model II mode seek help from other members of the organization, reflect 

collectively, and change their espoused theories in ways more congruent with their actions taken. 

University D Fiscal Director noted,  

It has been this tweaking with the senate over the past few years that has been one of the most 

beneficial relationships in making changes. We have had groups of people who work in the 

schools that have been helpful as well. We have meetings about what the model is, what do you 

think, how does this affect you. We are continuously making changes based on feedback. A lot 

of talking with deans. We have gotten to the point now where we are opening it up to more 

faculty. This would be those who are not in academic leadership roles. I do think sub-sets of the 

university (senate, deans, staff) have been helpful.  

In this study, collective action came to mean the values, priorities, and goals of the institution. Based on 

the interviews the collective action existed in individual subcultures and cross-subcultures to include the 

faculty, administration, and stakeholders of the university. While the similarities existed, each institution 

expressed their uniqueness to their collective action based on the norms and culture where it resides. 
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University E Fiscal Director mentioned,  

Over the last several years, leadership has started making decisions about reallocation of the 

subvention funding collectively with university leadership. Nobody thought or understood this 

before. Now one school might be on a five-year plan for subvention reduction while one might 

be on a plan for five-year growth. That has been the biggest impact of this budget model. It has 

led to several changes in how schools and colleges communicate and discuss planning at a 

university level, school level, and even departmental level. Everyone is involved. 

Organizational Models of Change 

The research questions presented center around public AAU research institutions capacity to 

evoke real change, and not simply the modification of existing practice during the transition to 

decentralized budgeting. The survey and research questions based on Schein’s (1996, 2010) 

organizational culture theory and Argyris & Schön’s (1996) theories-in-use allowed the researcher to 

review the data through the lens of organizational change models. In terms of organizational change 

models, this study focused on dialectic and cultural change models.  

Dialectical, or political change models are often chaotic and can be seen as conflict between 

ideologies (Van d Ven & Sun, 2011). In this model, not everyone is involved in the change. Thus, 

subgroups develop and become engaged in the struggle for power (Clark, 1983 & Kezar, 2001). Cultural 

models can be seen as a combination of social cognition and dialectical models of change. Cultural 

models can provide a lens for complexity, human interaction, and the unexplainable. According to Kezar 

and Eckel (2002), cultural models move beyond the big picture and focus on the nuances of the change 

process.The constant comparative method (Glasser & Strauss, 1967) was used in the data analysis to 

uncover patterns (Corbin & Strauss, 2008). Matrixes were created to display data and build meaning 

across the cases (Merriam, 1998; Miles & Huberman, 1994). Through the review, four institutions 
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showed strong commonalities to cultural model of change with one institution change characteristics 

linked more closely to dialectical model of change.  

The two mature RCM institutions and two of three younger transitioned universities share 

characteristics based on the cultural model. These four institutions expressed dependency on the 

leadership’s ability to embrace and produce innovative change. In the case of University D, it had a failed 

transition to RCM two decades prior. Therefore, the development phase assumed member of the 

organization would be skeptical new budgetary philosophy. Therefore, it took strong leadership to not 

only empower the change, but create open channels of communication that included discussions, 

debate, sensemaking and most importantly the ability to reframe components of the model to be more 

adaptive to the specific university needs. University D Fiscal Director noted, 

It was hard for them to picture the change that was happening. And since there is this history of 

a failed RCM approach, it was a trigger. People were very nervous about us changing to 

something that might sound like RCM in certain respects. It was not until we spent countless 

hours and simulations until they started to see how it could work. They started to see the 

benefits. That is also where a lot of these questions came out about “what does this mean”, can 

we talk about this, can we restructure that? We kept making changes.  

For University C & E, there was a desire or expectation to be more like other elite institutions. 

Both universities are heavily resident dependent and have maxed its enrollment expectations based on 

the state population. Desiring an increase in its institutional profile and rankings, the school thought 

RCM would help achieve the goal through increased entrepreneurial behavior by the deans. 

Recruitment of non-resident students could help the university match aspirational peers. DiMaggio and 

Powell (1983) define this as institutional isomorphism. Pressure to change does not come from 

efficiency or external market pressures, but from a drive to be more like others in reputation, status, 

prestige (Greenwood & Higgins, 2000; Sporn, 1999). According to Fiscal Director E, 
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Our university is predominately resident based. We want to grow our rankings and profile like 

everyone else. Non-resident enrollment could be the key as it only represents 10% of our 

population. Therefore, we did incentivize recruitment of out of state students by providing up to 

20% of the differential to the major school. 

Next, the two mature schools showed greater connection to a cultural change model based on 

their nearly three decades of utilizing RCM. According to Tierney (1988), organizational change in the 

cultural model was not only affected by the political and external environment but shaped more broadly 

internally. More notably, the change can be regressive or progressive as the organizational members are 

often searching for explanations to unintended consequences (Birnbaum, 2000 & Gioia et al., 1996). As 

the mature institutions go through their review, a key component is isolating and fixing unintended 

consequences with the guiding principle of fairness. The subsequent reviews have not altered the model 

significantly but provided opportunities for changes based on (1) demographic changes, (2) building 

costs, or (3) state support changes. University B Fiscal Director noted, “the model has not changed too 

much, but the inputs that go into it and we track it has gotten ten times more complex, even in the last 

three years”. 

Only one institution showed strong similarities to the dialectical model. University C is a younger 

RCM school with a president appointed without academic experience. While lack of academia 

experience is not a reason for failure, it is critical to take into consideration the organization’s history, 

traditions, and practices. The interviews indicated a desire by the President to create internal conflict 

with a hope of increasing entrepreneurial interest. This internal strife, focused on competition for 

financial resources, became chaotic and difficult to control as the university had a history of 

collaboration and collective action. The institution appeared to work collaboratively early in the 

processes. However, the President did not follow the guidelines created and made arbitrary decisions 
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that were not consistent with the model or expectations of subgroups. This caused mistrust and blame 

of the model. University C Fiscal Director noted,  

I am not sure if we will be using a different version of this or if we will go back to the way we did 

it before. But we do not understand (well) our inability to change and make meaningful change 

because of all of the arbitrary decisions. We have a separate process for review, but the 

committee did not identify or recommend specific changes, despite most people still do not 

understand and are frustrated. 
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Limitations and Reflections 

It should be noted the researcher would have benefited from the use of multiple observation 

methods, including in-person interviews. Due to the COVID-19 pandemic, the researcher was not 

allowed to travel and conduct in-person interviews and document analysis. Instead, the research relied 

on zoom format semi-structured interviews and documents sent via email. While zoom provides 

advantages with time, the researcher is not in the same physical space which can limit the ability to pick 

up on emotional cues, body language, and actual physical space (Carter, 2011). Additionally, the 

participants can become distracted by incoming email or the external environment. I tried to minimize 

the distractions by conducting the interviews in a private confidential space to provide some additional 

assurance to the participants.  

A potential limitation to the study was the researcher’s bias. As a senior finance administrator 

who specialized in RCM, I have been through and seen institutions during significant organizational 

change. I have personally been a part of the trepidation, excitement, and the unknown byproduct of a 

financial change process. The university budget can affect nearly everyone at the university, including 

students, staff, faculty, and even external constituents. Thus, when it comes to money, everyone has an 

opinion on what should change, perceptions of fairness, and the long-term net effects on a university. I 

tried to approach this study without expectations of conclusions which can be difficult given my 

experience. Thus, I countered this bias by keeping a journal of thoughts and reviewing frequently to limit 

the bias. In addition, I approached the study as a I approach decision-making daily. Early in my career, I 

was warned against developing “budget director syndrome” where decisions are made by looking at the 

finances only while failing to consider other reasoning or long-term net effect on sub-groups or 

academic missions. Even in small projects, academics, students, and faculty should be the highest 

priority in planning before finance. Finance and budget should be used as the conduit for academic 

plans. This study broadened my understanding of organizational change and the complexity associated 
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with large scale changes, especially a university budget model. For example, senior leadership (i.e., 

President or Provost) is essential; however, there needs to be support at all levels of the organization. A 

transition can still occur, but it might not fit the culture or have long-term success without sub-group 

support. 

Communication emerged in reflection as key for success. Effective communication helps 

members of the organization understand and buy-in to the organizational change (Bolman & Deal, 2008; 

Kezar, 2001, Kotter, 1996). This goes beyond “talking and listening” as it must be effective collective 

communication with includes listening followed by action, followed by reflection. This starts with 

strategy formation and development. This stage brings various stakeholders to the table and provides 

the opportunity for airing disagreements and concerns. This needs to include reciprocal listening and 

action for a steering committee, or budget office. This leads to modifications or changes (e.g., formula, 

timing, tax percentages). The former and latter affirm faculty and staff identity in the university and 

make the group(s) part of the solution instead of a bystander. As one fiscal director noted, “we did a lot 

of talking, a lot of changes, and a lot more talking”. It is this reciprocal collective action that will help an 

organization embrace the cultural shifts desired. 

Next, commitment to the model and follow-through is essential. Organizational change does not 

happen overnight as it can take years. Most institutions in the survey took between three to five years 

from theory to practice (e.g., conception to implementation). First, a timeframe of a minimum of 18 

months is critical. Institution D noted making changes up until two months before the rollout. This 

allows for revisions to be made, time for reflection, and potentially more changes as different 

constituents become involved and understood the model. When this doesn’t occur, one-off decision 

making starts to occur which makes the model irrelevant while impacting morale.  

Last, practices of Model II learning need to continue through the reviews, and not just in the 

model development. For the mature RCM institutions in the study, a review is done every three to five 
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years. The model will need to adjust based on internal and external changes. The COVID-19 fiscal impact 

is a prime example that change cannot always be planned. Conducting a review and creating a report of 

changes is only the first step. Institution B indicated some changes are documented, but there is not the 

“institutional fortitude” to make the changes occur. Like the development of RCM, institutions need to 

take additional time before finalizing reports to ensure buy-in and acceptance of the changes for 

continuous adjustment can occur. This reflection and collaborative action are critical for creating model 

adjustments reflective of Model II learning.  

Future Research 

This study revealed academic cultures affect individual and organizational learning in budget 

and planning. There is limited research on the linkage between academic cultures and the efficacy of 

decentralized budgeting. Moreover, the research has shown the important role of collaboration and 

Model II learning among subcultures. However, there is a lack of research in this area. According to 

Schein (1996), “Organization studies will not mature as a field until we spend much more time in 

observing and absorbing other cultures, learning to see them from the insider’s perspective, and 

discovering in that process even other occupational cultures that affect how organizations work” (p. 

239). Future research would benefit in understanding academic subcultures and their role in 

organizational change.  

One of the key drivers for transition to RCM was transparency in finance. This is grounded in the 

concept that universities need to be trustworthy, accountable, and open. While there is an increased 

need for universities to be more transparent, there is a lack of research into organizational transparency 

in higher education (Brown, 2017; Felten & Finley, 2019). Second, most organizational research has 

focused on the private sector. Only a few organizational learning studies have been done in the public 

sector. There have been even fewer studies using quantitative methods. Future research using 

quantitative methods could provide empirical evidence on how higher education institutions learn. 
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These future studies should explore other dimensions of theory of practice framework in greater depth 

focusing on the congruence between espoused theories and theories in use. In addition, a longitudinal 

study that would look at the conversion over several years would be an excellent project to provide 

researchers with more in depth understanding of the change process by linking learning with 

performance.  

Practical Implications 

As noted previously, the transition to decentralized budgeting is not about accounting practices. 

Instead, it is about an organizational change through philosophical adjustments toward strategic 

planning by incentivizing growth and cost efficiency through aligning resources with decision-making. 

March (1991) noted explorative double-loop learning was critical for long-term innovative organizational 

success. The qualitative data provides clues for consideration when facilitating organizational learning, 

as it can provide understanding of how and why the process will change in development. For example, 

this study shed light on the impact and differences between single-loop and double-loop learning. While 

speculative, the institutions that (1) communicated often with different subgroups, (2) collaborated, and 

(3) participated in collective action developed a model that fit their culture with less internal strife. 

Concluding Statement 

Implementing RCM is not easy or quick. It requires enthusiasm, a lot of effort, improved 

information, and financial systems, not to mention commitments of resources of an institution (Priest, 

2002). The purpose of the study was not to determine if RCM models should change between theory 

and practice, but to gain insight into how, when, and in what conditions do actions taken deviate from 

the original plan in the implementation of RCM. Based on the research, institutions with considerable 

modifications prior to final implementation invested in understanding across sub-groups (i.e., double-

loop learning) by reflecting, and reforming ideas to meet the new strategic direction that fits the culture 

of the institution. One must remember this study is comprised of only a handful of institutions as it was 
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not an attempt to make a generalization of all public institutions that have transitioned to RCM. No two 

organizations are identical. Even the limited number of institutions in this study had significant 

differences between them despite shared commonalities. Whether beginning the transition or utilizing 

RCM for 30 years, RCM is and continues to be a work of progress. In short, leadership, collaboration, and 

reflective action can provide insight into how and why RCM models can change between theory and 

practice. 
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Appendix A: Survey Instrument 
Responsibility Centered Management Survey 

This survey is part of a dissertation study on organizational change within public higher 
education institutions that are either planning or have already transitioned to a Responsibility Centered 
Management (RCM) budgeting model. The purpose of the survey is to gain an understanding and 
develop a framework for future case study research. The target of this survey is public AAU institutions. 
Feedback from all AAU public institutions is desired even if not using or considering an RCM financial 
model. The survey should take approximately 25-30 minutes to complete. The responses will remain 
confidential with only the researcher (myself) having access to and analyzing the data. In addition, the 
results will not reveal the responses for individual institutions and only used for aggregate purposes. 
Based on responses, I will be contacting a few candidate institutions as prospective cases for the next 
phase of the study. I’d like to personally thank you for the time you will provide as it will contribute to 
our understanding factors that influence the success of implementing new budget models, and 
especially RCM. 

 
 

Please feel comfortable giving approximate responses; in most cases, our research has shown that it is 
more important to have approximate answers than none at all. 

 
Background Information  

Background information will be collected from National Center for Educational Statistics (NCES). 
 
Decentralized/Incentive Based Budgeting 

Responsibility Centered Management (RCM) is a model of budgeting under which revenue-generating 
units more closely manage their own revenues and expenditures. There are a variety of names for RCM 
today, but the overarching premise remains on a form of decentralized budgeting. This can be 
characterized as a budgeting model that decentralizes the control of both revenues and expenditures to 
responsibility centers (RC). These traditional represent academic schools or colleges. 

 
1. Please specify the current status of your budgeting System (check all that apply): 

 
____  The University has implemented a decentralized/RCM system.  
____  The University is currently implementing a decentralized/RCM system.  
____  The University plans to install a decentralized/RCM system. 
____  The University has implemented a “Pilot” decentralized/RCM system. 
____  The University is currently implementing a “Pilot” decentralized/RCM system. 
____  The University plans to implement a “Pilot” decentral decentralized/RCM system within 

next 24 months. 
____  The University has no plans to implement a decentralized/RCM system in near future. 
____  If none of the above apply, you are finished with the survey (Thank you)! 
 

2. Which of the following best describes your RCM implementation or planned implementation: 
 
____  Pure RCM (all revenue and expenses are allocated to academic Units 
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____  The campus pulls back funding a portion of funding (i.e., subvention) to provide funding 
from central good or units in need? 

____  The RCs or academic units are charged an assessment or tax to cover the administrative 
units on the campus? 

____  The campus reserves a portion of revenue to cover administrative costs and allocates the 
remainder. 

____  Other, please describe.  
 
 
 
 

3.  How long has it been since your campus implemented a decentralized/RCM system? 
____Planned but not yet in progress. 
____In progress 
____ 1-2 years ago 
____ 3-5 years ago 
____ 6+ years ago 
 
 

4. To what extent did each of the following factors influence the decision to implement an RCM 
model? (or planned implementation) of decentralized/RCM?  
 

Please provide a scale: 1 = not at all; 2 = to a slight extent; 3 = to a moderate extent; 4 = to a large 
extent; and 5 = to a very large extend 
 

 0 1 2 3 4 
Requests from 
individual academic 
units 

     

Trustee mandate      
Performance metrics 
demands 

     

To spur innovation / 
incentivize academic 
entrepreneurship 

     

Enhance transparency      
Increase revenues      
Empower academic 
units 

     

Mirroring success 
from like institutions 

     

Other (specify)      
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5. Did your institution undertake the following to prepare for decentralized/incentive-based 
budgeting implementation? 
 

 Y
Yes 

N
No 

Develop a Business Case   
Develop Guiding Principles to guide decision making    
Define Performance Metrics   
Develop an internal steering committee   
Hire an external consultant   

 
 

6. What was the planned timeframe for implementation of decentralized/incentive-based 
budgeting?   If still implementing, please give the expected time period. _____ months? 
 
 

7. If already implemented, how long did it take?  
____ On-time or early ____ 0-3 Mo. Late       ____ 3-6 Mo. Late ____ 6-9 Mo. Late        
____ 9-12 Mo. later ____ 12-18 Mo. Late   ____ 24 + Mo. Late   ____ No idea 
 
 

8. If pending implementation, how long past target do you expect it to take? 
 
____ On-time or early ____ 0-3 Mo. Late       ____ 3-6 Mo. Late ____ 6-9 Mo. Late.        
____ 9-12 Mo. later ____ 12-18 Mo. Late   ____ 24 + Mo. Late   ____ No idea 
 
 

9. Did the implementation include a pilot year?  ____ Yes   ____ No 
 
 

10. If yes, were there any changes after the pilot?  ____ Yes   ____ No __Not applicable 
 
 

11. At what level are your responsibility centers designated?  
 
____ Campus level (in multi-campus university)  
____ Academic Division level (college, school, or faculty)       
____ Department level  
____ Hybrid        
____ Other(s) - Please specify  __________________________________________________ 
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Ongoing Changes & Support 

1.  Do you have a review process in place? 
___ Yes, we do periodic reviews (e.g., every 5 years) 
____ Yes, we do have done occasional reviews not on a specific time schedule. 
____ Not currently, but we plan to do so on a periodic basis. 
____Not currently, but we plan to have occasional reviews not on a specific time schedule. 
____No, we have not and do not currently plan to so a review. 
 
 

Contact Information 
The next phase of this study will include a small number of more in-depth, face-to-face (or virtual) 
interviews on this topic. If your institution meets the criteria of my study for follow-up, would you be 
willing to participate in such an interview?  ____ Yes    ____ No 

 
If yes, please provide your contact information (Name, email, and phone number) 

 
 
 

 
 

Thank you for completing this questionnaire. 
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Appendix C:  Email to Prospective Universities (Interview Request) 

Sample Email associated with the recruitment of participation in the research regarding the difference 

between theory and practice in the transition to responsibility center management (RCM) in public AAU 

institutions. Primary researcher is Aimee Heeter (candidate Ed.D.). 

Dear Colleagues, 

As we have discussed previously, I am working on completing my Ed.D. in higher education 
with a focus on finance and strategy. As part of my dissertation, I am examining organization 
change process as it relates to decentralized budgeting, more specifically RCM. 

Please take a few moments to review the study information sheet attached. Your active 
participation will take at most three hours over three different interview sessions lasting 
approximately 60 minutes each. Should you consent to participate in this study, you will be 
interviewed between December and February 2021. Due to the current pandemic, these 
interviews will most likely take place via phone or zoom. The purpose of the interview is to learn 
about your perceptions of organizational change in your transition to RCM or through 
modifications of ongoing reviews. Interviews will be set up at a convenient time for you. While 
one interview will be satisfactory for most participants, a second interview may be requested to 
obtain clarification on responses or request missing information.  

If you would like to participate in this study, please contact me by email (aheeter@iu.edu)  by January 
10th, 2021.  
 
Joining the study is voluntary. You may withdraw your consent to be in the study at any time. Again, 
more information can be found on the study sheet attachment. 
 
I look forward to your potential participation. Please contact me aheeter@iu.edu to follow-up on your 
interest. If you have any questions, you may email or call (812)322-8402 (cell). 
 
Sincerely,  
Aimee S Heeter 
  

mailto:aheeter@iu.edu
mailto:aheeter@iu.edu
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Appendix D:  INDIANA UNIVERSITY STUDY INFORMATION SHEET FOR RESEARCH 

The Difference Between Theory and Practice in the Transition to Responsibility Center Management in 

a Public AAU Institution. 

About this research 

You are being asked to participate in a research study. Scientists do research to answer important 
questions which might help change or improve the way we do things in the future.  
This form will give you information about the study to help you decide whether you want to participate. 
Please read this form, and ask any questions you have, before agreeing to be in the study. 
Taking part in this study is voluntary.  
You may choose not to take part or may leave the study at any time. Leaving the study will not result in 
any penalty or loss of benefits to which you are entitled. Your decision whether or not to participate in 
this study will not affect your current or future relations with your institution or Indiana University.  
Why is this study being done? 

The purpose of this study is to understand organizational change process as it relates to decentralized 
budgeting, more specifically RCM. The purpose is to gain an understanding of organization change 
through the implementation and/or the review stage at an AAU public research institution. 
You were selected as a possible participant because you hold a senior level finance position at your 
institution. In addition, you completed a recent questionnaire on RCM at your institution. Selection was 
made based on years utilizing RCM.  
The study is being conducted by Aimee Heeter and Indiana University/School of Education and 
Department of Higher Education & Student Affairs.  
 
What will happen during the study? 

• One to three zoom or phone interviews lasting 60 minutes each. 
 
What are the risks and benefits of taking part in this study?  
There is a minimal risk of confidentiality; however, all appropriate safeguards will be taken to prevent 
potential risk of confidentiality. I will keep your contact information apart from your interview responses 
and hold on to information until all field notes are analyzed. Field notes will be kept on an encrypted 
laptop. When reporting my analysis, I will use pseudonyms and broad group identifiers.  
We do not expect you to receive any benefit from taking part in this study, but we hope to learn things 
which will help scientists in the future. 
 
How will my information be protected? 

All research includes at least a small risk of loss of confidentiality. Efforts will be made to keep your 
personal information confidential. We cannot guarantee absolute confidentiality. Your personal 
information may be disclosed if required by law. Your identity will be held in confidence in reports in 
which the study may be published and databases in which results may be stored. 
Organizations that may inspect and/or copy your research records for quality assurance and data analysis 
include groups such as the study investigator and his/her research associates, the Indiana University 
Institutional Review Board or its designees, the study sponsor, and any state or federal agencies who may 
need to access your research records (as allowed by law).  
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Will I be paid for participation?  

You will not be paid for participating in this study. 
 
Who should I call with questions or problems? 

For questions about the study, contact the researcher Aimee Heeter at 812-322-8402. 
For questions about your rights as a research participant or to discuss problems, complaints, or concerns 
about a research study, or to obtain information, or offer input, please contact the IU Human Subjects 
Office at 800-696-2949 or at irb@iu.edu. 

 

  

mailto:irb@iu.edu
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Appendix E:  Interview Questions 

This interview guide will be used in the initial interviews with the Chief Business Officer at each 

of the selected public research institutions for the case study. The total number of institutions for the 

case study on Responsibility Centered Management (RCM) is four. 

The first set of question relate to your institutions reasoning and decision to move to 

Responsibility Centered Management (RCM). 

1. Why did your institution decide to move to RCM? 

 

2. To what extent was it related to ongoing internal issues (e.g., organizational goals)? 

 

3. How did the external environment (i.e., decreased student funding, or shifts in demographics of 

students) influence the change to RCM? 

 

4. To what extent was it related to cultural values? 

 

5. To what extent was it influenced by operating practices? 

The next set of questions pertains to the transition phase of RCM, as well as the initial model 

development. 

6. Describe the institutions circumstances at the beginning of the planning phase of the transition 

to RCM.  

 

7. At the decision point to make the transition, were there internal organization issues the 

committee hoped to address through the transition?  If yes, please describe. 
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8. What were the original assumptions and beliefs about RCM before beginning the financial 

model process (e.g., what did the intended model look like)? 

 

The third set of questions focus on how the implementation of RCM affected the culture of the 

institution. 

9.  How was the experience of moving to RCM influenced by the culture?   

 

10. How would you define the features of culture within your institution prior to implementation to 

RCM?  

 

11. What, if any, shifts occurred within the culture as a result of transitioning to RCM? 

 

12. Are there identifiable subgroups (e.g., not specific people) that were particularly influential in 

the transition? 

 

13. Were there subgroups that were less influential, but strongly affected?   

 

14. Did any new subgroups emerge that play a role in reshaping practices? 

 

The final set of questions are directed toward beliefs and assumptions about RCM post-

implementation. Some questions are more geared toward institutions who have been utilizing RCM for 

more than six years (e.g., two of the four institutions).  

15. Reflecting on your answer in question #8, would you describe your beliefs or assumptions 

regarding RCM have changed?  If yes, please describe the changes and why. 
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16. Were there particular subgroups (e.g., role/level of employee) that changed this perception? 

 

17. Did the external environment change assumptions?  If yes, what, and how. 
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