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Board approves budget planning process 
The Malaspina University-College Board has approved the planning process for the 
1997/98 operating budget and endorsed a plan to address an imbalance in the allocation 
of resources between instructional and service areas of the institution. 

"We've always prided ourselves on being a lean institution, but we now realize that 
Malaspina ranks last, or next to last, in the proportion of expenses devoted to general 
services and this is starting to have an effect on instructional programs," said President 
Rich Johnston. 

"A recent study shows that we're doing a better job than most institutions in terms of 
funding for the library, and we plan to continue support to our library, but we now also 
have to address funding for general services." 

Vice-President of Administration & Bursar Edwin Deas explained that he has 
received no indication from the Ministry of Education, Skills and Training what funding 
levels Malaspina can expect in 1997/98. He has, however, estimated that the total 
operating budget will be "down" approximately 3.55o/0-0r $1 ,394,OOO--due to a 
number of factors, some of which are "outside of our control." (See attachment 1) 

Factors that will impact the ' 97/98 budget include a loss in revenues as a result of the 
tuition fee freeze announced by Premier Glen Clark before the last election, and the 
increase in costs as a result of provincially-negotiated contract settlements. Internal 
factors include new expenditures for the functions of health & safety officer which is 
deemed important by the Board, and institutional research & planning to comply with the 
government' s new emphasis on accountability. 

Deas added that the budget shortfall may be larger, once more information becomes 
available from the Ministry in the coming months. 

New to Malaspina's budget process, this year, will be Key Performance Indicators 
(KPI) for instructional programs which are based on community and provincial need, 
quality and effectiveness, and cost-efficiency. KPIs were identified in priority A of 
Malaspina's strategic plan and are now also a Ministry requirement for the B.C. colleges 
and institutes system, as part of the Government' s new accountability initiative. 

Institutional Research & Planning Director Rod Church is preparing KPI data for all 
Malaspina' s educational programs which will be used in the budget planning process. 

Last year, during the budget planning process, an imbalance in funding between 
instructional and service areas of the institution was identified as an area of concern 
which needed attention in the coming years; however, hard data was not available at that 
time. A recent study by Church and Maria Frost, Director of Finance, has confirmed that 
Malaspina ranks last in funding resources for services. (See attachment 2) 



The study reveals that "Malaspina devotes about 4.8% of its base budget to library, 
media services and galleries. While not the highest proportion, this is above the averages 
for the system and the average for Malaspina and its six peer colleges. Malaspina, 
however, ranks last or next to last in the proportion of expenses devoted to general 
services. It is a full two to three percentage points below the average for the comparison 
group, and even further below the system average .. . services at Malaspina are probably 
"leaner" than this figure indicates." 

Vice-President oflnstruction Glenn Johnston said that in the last few years, since the 
university-college concept was introduced, the emphasis at Malaspina has been on 
instruction. 

"We're now paying a penalty in that services to students and faculty have slipped, and 
this has manifested itself in different ways," Johnston said. "Also, the level of investment 
in our facilities has not been up to par because the expansion of our campus facilities has 
resulted in maintenance cuts to older buildings. A simple solution [of proportional cuts] 
is not in order, this time," he said. 

Johnston explained that members of the Education Council, Committee of 
Instructional Managers (CIM), Committee of Service Managers (CSM), as well as the 
Executive will be very much involved in the budget planning process, in the coming 
months. In addition, priority A of the strategic plan will be driving the budget process. 

Priority A states the following: 
"Malaspina will maintain a range of high quality programs and services by 
linking budget decisions to strategic objectives, and it will adjust its mix of 
programs and services on the basis of strategic key performance indicators that 
measure efficiency, quality and effectiveness and of growth and changes in 
community and provincial needs and priorities. " 

Ministry announces $58,831 "clawback" of current budget 
The Ministry of Education, Skills and Training has just announced a $58,831 reduction in 
Malaspina's current 1996/97 budget to address "a government plan to cut $750-million in 
spending while protecting health care and education." (See attachment 3) 

Deas said that he hasn' t decided how to respond to this latest announcement, but will 
be working with the Deans and Service Managers in the coming weeks to find a solution. 
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TO : 

CC: 

MEMORANDUM 
Members of: 

Committee of Service Managers 
Committee of Instructional Managers 

Board 
Education Council 
Executive 

FROM: Edwin Deas 

DATE: November 21 , 1996 

Attachment 1 

SUBJECT: 1997/98 Operating Budget, Component 1 -- Planning Assumptions 
-- Update 

============ = = ====== ========= ================== ======== ============== 

Since the Conceptual Framework of the 1997/98 Operating Budget was approved by the 

Board on October 23 , 1996, we have been striving to complete the planning assumptions, and 

thereby, arrive at a bottom line or budget shortfall for next year. In addition to some of the 

calculations which were complex and required additional time, there is the issue of any reduction 

in funding by the Ministry. This is probably the most important planning assumption, and one 

which we were hoping for clarity on before moving into the process of identifying strategies to 

deal with the budget shortfall. 

Now that two weeks have elapsed since the Premier's budget announcement on October 

29, 1996, we can report that there is no indication of what, if any, reduction might be facing 

Malaspina in 1997/98 , nor is there any indication as to whether the current 1996/97 budget will 

be subject to a clawback. While one might gain comfort from the saying that "no news is good 

news," it does mean, however, that we must proceed again on a budget process with somewhat 

speculative data on our revenues. The position is that the aggregate total of changes to the 

budget from 1996/97 to 1997/98 is estimated at $1 ,394,000 before any consideration of a 
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possible reduction in funding by the Ministry, and the annualization factor that comes from 

funding reductions being related to a fiscal year (April 1 to March 31) while expenditure 

reductions are largely tied to an academic year (August 1 to July 31). The annualization factor 

will not be known until the funding question is answered. What this means is that Malaspina is 

faced with finding an additional $1 ,394,000 or saving an equivalent amount in expenditures 

before consideration of any reduction in funding by the Ministry. This is reflective of a climate 

of no growth in funding for activity or inflation, and no ability to adjust tuition fees while facing 

not inconsiderable compensation cost increases which were negotiated provincially, and minimal 

growth in important areas such as health and safety, and research, the latter so we can comply 

with government direction on accountability. 

We will , therefore, proceed with Component 2 of the Conceptual Framework, i.e., to 

develop strategies to deal with a shortfall which will be a minimum of $1 ,394,000, but may 

develop into a larger amount as more information becomes available. Once Rod Church has 

completed the data drivers for the Key Performance Indicators in the next few days we will begin 

to produce the information upon which expenditure reduction strategies will be built for the 

Direct Education section of the budget. In that same timeframe we expect to complete the 

process of determining the appropriate allocation of budget resources between Direct Education 

and General Support as indicated in the Conceptual Framework, and will , thus, be in a position to 

request that managers prepare savings plans (at three prescribed levels) in the General Support 

areas . 

Attachment 
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Malaspina University-College 
1997/98 Operating Budget 

Component 1 -- Planning Assumptions 

UPDATE 

November 21,1996 

These assumptions are based on a planned 12 month budget (April 1, 1997 to March 31 , 1998) 
modified where noted for a possible 18 month budget (October 1, 1996 to March 31, 1998). 

Section 1: Internal Factors 

1.1 Labour adjustments are a series of strategies intended to 
provide viable alternatives to the layoff of employees and are 
provided for in the Provincial Framework Agreement(s) 
(PF A(s)) . Such strategies have varying costs attached to them 
which may be offset by savings in possible layoff cost 
obligations and may be partially funded by MEST to a 
prescribed ceiling. This is an extremely difficult item to make 
budget provision for without a clearer indication of the big 
budget picture, but it is assumed that the minimum cost will 
equate to the MEST matching funds . 

1.2 Provision for incremental progression in the CUPE and 
Admin. salary scales 

- CUPE 
- Admin. 

1.3 The PF A includes a common facu lty salary structure for 
BCGEU and most ofMCFA to be implemented in 1997/98. 
The implementation process is still under discussion at the 
provincial level and the cost impact is not yet fully known. In 
addition, there is commitment on the part ofMEST to provide 
partial funding (probably after the first 1.8% is met by 
institutions) over a period of years. The distribution of such 
funding to the institutions is not yet settled. Therefore, 
included in these assumptions is a very preliminary estimate 
of costs and funding (revenue) which may change as more 

Positive/eN egative) 
Change to the 
1996/97 Budget 

$ 

(178,000) 

(15 000) 
(22000) 



1997/98 Operating Budget - Planning Assumptions 

information is obtained. 
-MCFA 
-BCGEU 
-MEST 

1.4 Cost of locallv and/or provinciallv negotiated salary 
increases for CUPE, Admin. and those MCF A not covered by 
the common salary structure. 

1.5 Transfer of recurring expenditures from the Non
Recurring Budget. 

- Institutional Research & Planning Office 
- Occupational Health & Safety Office 
- Support to Education Council 
- B.A. First Nations, commitment to first intake 
- Recruitment/Retention 

The above are expenditures which may be considered of a 
recurring nature and were funded in 1996/97 out of the Non
Recurring Budget. Should ongoing commitment be made to 
them they should be transferred to the Operating Budget. 

1.6 Use of accumulated surplus. The 1996/97 budget was 
balanced by using $150 000. There is no such fund for the 
next year. A plan could be developed to create a surplus by 
March 31, 1997 by making changes to the 1996/97 budget [or 
in the first six months of an eighteen month budget, if 
appropriate.] In the absence of a specific plan the $150 000 
must become one of the overall (negative) planning 
assumptions . This matter is currently under review by the 
Executive. 

l. 7 Net revenue from pav parking, projected at $150 000, was 
included in the 1996/97 budget but will likely not now be 
realized until 1997/98 ifit is introduced in September, 1997. 
Therefore, it is necessary to make up this one time shortfall in 
revenues. 

l. 8 Annualization of new budget reductions compared to 
annualization of 1996/97 reductions . If reductions are greater 
in the new budget the difference between the two will be 
subject to another annualization effect (based on the inability 
to realize full academic savings in a fiscal period). This is 
locally tied to any reduction under 2.2. 
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(60000) 
(300 000) 
250 000 

(174000) 

(125 000) 
(60 000) 
(40 000) 

(180 000) 
(50 000) 

(150 000) 

(150 000) 

TBA 



1997/98 Operating Budget - Planning Assumptions 

Total changes to the budget based on internal factors 
(not including 1.8). 

Section 2: External Factors 

2.1 Tuition fees , it must be assumed that the freeze will be 
continued by MEST. 

2.2 Reduction in rate of funding by MEST. At this stage 
there are no indications of what the level might be, but we 
may assume a reduction the consequence of which escalates 
as follows . 

1.0% reduction equals 
2.0% 
2.5% 
5.0% 

$280 000 
560 000 
700 000 

1 400 000 

2.3 AUCC Accreditation. With independence from the 
University of Victoria, Malaspina will seck accreditation from 
the Association of Universities and Colleges of Canada to 
ensure credibility for its degree programs. Some part of this 
cost may be transferred to the Non-Recurring Budget if we 
receive funding for that purpose. 

2.4 Student Services formerlv provided bv UVic. With 
independence, Malaspina will require to offer several services 
to its degree students which were formerly provided by UVic 
(and specially funded by MEST). The additional cost to 
Malaspina is not yet determined, nor is the likelihood of 
funding being transferred by the Ministry from UVic to here. 

Total changes to the budget based on internal factors and 
external factors (not including 1.8 and 2.2). 
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(1 254 000) 

Nil 

TBA 

(40 000) 

(100 000) 

$(1 394 000) 

Note : A shortfall of $1 394 000 represents approximately 3.55% of the total operating 
expenditure budget of$39 927 000 for 1996/97 or approximately 4.77% of the base Ministry 
funding of $29 236 000 for the same period. 



Attachment 2 

Memorandum 

TO: Executive 

From: Rod Church and Maria Frost 

DATE: 21 November 1996 

RE: Preliminary Budget Considerations: Instruction and Services 

In part, the conceptual framework for the 1997-98 Operating Budget (approved by the Board 
on 23 October 1996) posits the allocation of savings targets between direct education on the 
one hand and general services on the other. Direct education, following MEST guidelines for 
Performance Indicators, includes instruction, instructional administration, and the Library 
(including audio-visual services and galleries). General services include everything else. 

According to the framework for the 1997-98 Operating Budget, the allocation of budget 
reductions between direct education and general services at Malaspina is to take into account 
the funding formula and the experience of comparable institutions. The underlying concern 
is the claim made by some that services are underfunded at Malaspina and should perhaps be 
asked to bear less than a proportionate share of whatever savings have to be made in the 
coming budget. Addressing this issue is consistent with Priority A of the Strategic Plan. 

The purpose of this report is to provide some information for the decisions which have to be 
made in allocating savings targets between direct education and general services. 

Technical note: Current expense categories defined by PACS (Post-Secondary Activity 
Code System) accord fairly well to the distinction between direct education and general 
services, with the exception of the Library and media services. Currently, these are included 
in Function 7, and they have to be extracted and combined with Function 1 (general 
instruction and instructional administration) and Function 5 (community education) to 
identify Direct Education. General Services then includes the rest of Function 7, as well as 
Function 8 (student services), Function 9 (central administration), and Function 10 
(facilities). 

The following analysis draws almost exclusively on information reported annually to the 
Ministry as part of the so called P A CS Report. 

A Cash Flow Perspective on Support for Services 

One way to look at the money spent on general services at Malaspina is to compare it with 
the money that is nominally earmarked for this purpose. Such money comes from five main 
sources: 

Institutional Research and Planning Printed: 11/21/96 
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1. The formula grant for base-funded programs. A portion of the grant is earmarked for 
general services. Overall, this is about 30% of the total-30.4% in 1995-96. This 
includes money for the library and media services (about 4.8% of total base 
expenses), so we can assume the actual amount of the total grant which is ear-marked 
for general services is 25.6% of the total of$27,981 ,850. 

2. Non-formula grants. Malaspina gets some special grants to help defer service costs. 
The main one of these is the multi-campus grants. 

3. The levy on contracts. In general, contracts are expected to make an 18% 
contribution to the institution to cover the costs of services. In total , the exact 
proportion of return to the institution will be lower than 18%-in 1995-96 it was 
10.9% of the total contract revenue of $9,743,549. 

4. Ancillary services proceeds. Ancillary services generally do not pay for the services 
they consume. Their net operating proceeds (only about 2% of gross in 1995-96) are 
therefore properly allocated to services. 

5. Tuition. Tuition revenue has no particular expectations attached to it, but the usual 
convention is to allocate it in a fashion parallel to the formula grant. For this analysis, 
based on tuition revenue of $6,572,912 in 1995-96,25% is apportioned to general 
services (not counting the library and related services). 

With these assumptions about revenue for services, Table 1 compares revenue to expenses 
for general services (minus the library and related services). 

Table 1: Income and Expenses for General Services at 
Malaspina, 1995-96 

Revenue and Expenses Amount 

FTE grant revenue (25.6% of total) $7,176,615 

Non-formula grants for services 513 ,3 56 

Tuition revenue (25% of total) 1,643,228 

Contract contributions (10.9% of revenue) 1,057,791 

Ancillary services operating surplus 79,513 

Total revenue 10,470,503 

Actual Expenses 8,903,255 

Balance $1,567,248 

Although the analysis in Table 1 is not as detailed as it could be, the general picture is clear 
enough and the conclusion obvious: Expenses on general services at Malaspina fall more 
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than $l.5 million short of the income to the institution that is nominally expected to support 
these services. In other terms, Malaspina spends only 85% of service sector income on 
servIces. 

A Comparative Perspective on Expenses 

Just because Malaspina does not spend all its income for services on services is of little 
consequence if a similar pattern is common at other institutions. To examine this issue, 
Tables 2 to 4 look at the proportion of expense devoted to Instruction, Library and Services 
for the last few years. Malaspina is compared with a group of six peer institutions-the four 
other university colleges, plus Douglas and Camosun, two colleges whose size and program 
mix are similar to Malaspina' s. 

The base for the analysis is all expenses with the exception of Function 3 (MEST contracts), 
Function 4 (ancillary services) and Function 6 (other contracts). Contracts are omitted from 
the analysis because different institutions report income for them in different ways, making 
valid comparison impossible. Because Malaspina has a relatively large proportion of 
contracts (all of which use general services to some extent), the following Tables probably 
exaggerate the proportion of money that Malaspina spends on services relative to most other 
colleges. 

Table 2: 1993-94 Distribution of Expenses 

Instruction Library Services 

Okanagan 65.28 5.66 29.06 "-

Cariboo 70.26 2.60 27.14 

System 68.77 4.20 27.04 

Douglas 68.20 5.24 26.56 

Group of7 69.97 4.27 25.76 

Camosun 71.61 2.75 25.65 

Fraser Valley 69.85 4.57 25. 

Kwantlen 72.59 4.45 _ .96 

Malaspina 72.53 4.75 22.73 

Institutional Research and Planning 

~ 

I 
t 

In this table and the next two, 
colleges are ranked by the 
proportion of expenses 
devoted to services . 

n 1993-94, Malaspina ranks third in 
he group of seven in term of support 
or Library services-including 
udio-visual and gallery services. 

~ 

a 
Malaspina retains this relative 
position in subsequent years . 
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Table 3: 1994-95 Distribution of Expenses 

Instruction Library Services 

Okanagan 65.08 5.59 29 .32 

Cariboo 69.62 2.50 27.89 

Douglas 67.60 5.19 27.21 

System 68.91 4.08 27.01 

Group of7 70.02 4.18 25.80 

Fraser Valley 70.66 4.17 25. 17 

Camosun 72.29 2.80 24.91 

Malaspina 72.21 4.86 22.93 

Kwantlen 73.14 4.24 22.62 

Table 4: 1995-96 Distribution of Expenses 

Instruction Library Services 

Douglas 67.22 5.28 27.50 

Partial System 69.10 4.13 26.77 

Fraser Valley 69.61 4.01 26.37 

Group of4 70.30 4.56 25.15 

Kwantlen 71.86 4.07 24.07 

Malaspina 72.03 4.82 23.15 

The picture that emerges from Tables 2 to 4 is fairly consistent: 

40/5 

Kwantlen and Malaspina 
vie for last place in service 
support, more than 10% 
below the average fo'[ the 
group of seven. 

Only partial data is available 
fo r 1995-96. Both Malaspina 
and Kwantlen have increased 
their proportion of support fo r 
serv ices, but Kwantlen has 
increased significantly, 
leaving Malaspina very 
definitely in last place by 
itself. 

• Malaspina devotes about 4.8% of its base budget to library, media services and 
galleries. While not the highest proportion, this is above the averages for the system 
and the average for Malaspina and its six peer colleges. 

• Malaspina ranks last or next to last in the proportion of expenses devoted to general 
services. It is a full two to three percentage points below the average for the 
comparison group, and even further below the system average. For the reasons noted 
above, services at Malaspina are probably "leaner' than this figure indicates. 

Possible Catch-up Implications 

If it has a services deficit, Malaspina could use the current budget to redress the balance and 
allow general services to catch up to some extent. The 1997-97 Operating Budget document 
talks about this possibility. 
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Table 5 shows what the implications of redressing the balance would be with 1995-96 data 
and two assumption: 

1. The need to absorb an overall cut in current expenses of $1 ,394,000, or about 
4.8% of base funding-this is one of the current planning assumptions, and it 
amounts to about 3.6% of the expenditure budget. 

2. A decision to have services catch up 1 % in relation to direct education (from 
23.15% to 24.15%)-this is chosen for purposes of illustration; a 1 % shift would 
not allow Malaspina to catch up to its peers, but it would move part way there. 

Table 5: Implications of Allowing Services to Catch Up 1 % 

Direct Education General Services 

1995-96 Expenditures $29,562,929 $8,903 ,255 

3.6% Reduction -1,07 1,349 -322,651 

Catch-up Adjustment -370,000 370,000 

Final cut in $$$ -1 ,441,349 47,349 

Final cut % 4.9% 0.0% 

The above changes would move general services from 23.15% of the expenditure budget to 
24.14% of the expenditure budget based on 1995-96 data. 

* * * * * 
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C
BRlTISH 
OLUMBIA 

December 3, 1996 

Mr. Richard Johnston 
President 
Malaspina University College 
900 - 5th Street 
Nanaimo BC V9R 5S5 

Dear Mr. Richard Johnston: 

Premier Clark, in his recent television address, outlined a government plan to cut $750 million in 
spending while protecting health care and education. This financial situation has caused 
Government to undertake an in-depth review of all of its services and programs in order to meet 
the objectives of the plan. 

This review has resulted in the recently announced reductions in the provincial public service and 
a number of other changes in Government funded programs. 

At the same time, Government is very conscious of the importance of the education sector to a 
growing and vigorous provincial economy and for this reason has made the protection of 
education funding a priority. 

For the purposes of our discussions within government, it has proven worthwhile to define 
"protecting education" (from a post secondary perspective) as follows: 

providing access to all qualified students; 
providing affordable education programs to qualified students; 
promote efficiency in the system. 

Ministry of Education , 
Skills and Training 

Post Secondary 
Education Division 

Mailing Address: 
PO Box 9177 Stn Prov Govt 
Victoria BC V8W 9H8 
Telephone: (604) 387-6169 
Facsimile: (604) 356-8131 

Location : 
3rd Floor 
838 Fort Street 
Victoria BC 

. . .12 
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While protecting education is a priority, the budget of the Ministry of Education, Skills and 
Training, including grants to school districts and post secondary institutions, comprises over 28% 
of the entire provincial budget. It is important to lmderstand that the Government ' s expenditure 
reduction goals could not be met if over 28% of expenditures were to be excluded from 
consideration. 

It is also important to be aware of the impact of the expenditure reduction plan on the Ministry of 
Education, Skills and Training: 

a reduction of 137 positions (FTEs) from a staff of 1,083 FTEs; 
a reduction of$23.9 M in salary, administration, equipment and travel budgets; 

Our Ministry staff complement will reduce by 12.65% from the pre-October levels, and very 
severe restrictions have been imposed on travel, equipment and operating budgets . 

A number of areas for 1996/97 post secondary education grant budget reductions have been 
reviewed. These have been very carefully developed in order to minimize the impact on students 
and their education and training opportunities. Of those reductions that directly impact post 
secondary institutions, the share assigned to your institution is $58,831. These savings are to 
achieved from improvements in administrative efficiencies and should not impact student access. 

The amount of the 1996/97 savings will be deducted from the electronic transfers to your 
institution in equal amounts commencing January 1997 to and including March 1997. 

27m/j 
Tom Austin, Director 
Post Secondary Finance and 

Student Assistance Branch 

pc: Mr. William (Bill) King 
Chair of the Board 

Mr. Stu Siefert 
BCGEU Local 57 

Ms. Carol Tisdale 
CUPE Local 1858 

Mr. Steve Lane 
Faculty Association 


