











Situation analysis.

Identification of the strategic priorities of the institution.

Planning supporting by resource allocation and budgeting processes.
Review and alignment of plans and budget.

Review data and information feeds into the planning process for the ne

planning cycle.

This concurs with the view of Smit and Cronjé (1999:118; 140-141), according >t
strategic planning:

Have an extended time frame, usually more than five years.

Focus on the entire organisation.

Reconcile the organisations resources with threats and opportur es in the

external environment.

Focus on an organisation’s competitive advantage.

Take synergy into consideration.

Involves an ongoing process.

Requires well-developed conceptual skills.

Are performed by top-management.

Are future oriented.

Are concerned with an organisation’s vision, mission and objectives.
Integrate all management functions.

Focus on opportunities or threats that may be exploited or dealt with by means of
the application of resources.

Thompson et al. (2007:19) refer to five interrelated and integrated phases in the context of

ifting an organisation’s strategy which concurs with the above-mentioned generic  ases:

! c\ o, il ting of ot i or
utilisation of them for the purpose of performance and progress evaluations, the  ifting of a
strategy to achieve the objectives, the implementation of the strategy, the evaluation of

performance and initiating corrective adjustments. This concurs with the cycle for continuous
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is imperative in order to inform strategic decision-making, plant

pment and quality management processes. Continuous feedback of members that
are not directly involved in the planning process is imperative.

The following elements and phases of strategic planning can be regarded as “generic” for of

all institutional planning exercises i.e. on strategic, tactical and operational levels.

4211 The vision

A vision is imperative for an organisation’s success as it leads it into the future. The vision is
informed by anticipating where an organisation will be within the near future. | nagers are
compelled to think about ways to ensure an organisation’s future and to formulate it by
means of a vision statement. The vision statement is a managerial decision. The vision
provides as Thompson et al (2007:46) states “for a long-term direction and infuses the
organisation with a sense of purposeful action”. The vision statement communicates the
aspiration of the organisation to its stakeholders. It has many positive consequences, to
mention a few, it promotes organisational change, provides the basis for strategic planni
and helps to keep decision making in context. Strategic planning translates the vision of an
organisation into “corporate behaviour” (Liedtka, 1998:3).

4.21.2 The environmental analysis and mission

The institution’s mission, strategic priorities, goals and objectives are linked to the
organisational vision and are used by many institutions of higher learing to drive their
strategic planning processes (SHU, 2002:1). The strategic mission of an organisation
describes its ultimate purpose (Kreitner & Kinicki, 1995:567). The mission is a formulation of
answers to the questions of why an organisation exists, who the stakeholders are, v at their
needs are and what plans are in place in order to address it. The mission and goals ‘an
institution is useful as it identifies the function of an institution, describes its uniqueness and

niche and serve as a basis for evaluation (Piper, 1993:7).

Institutions of higher learning are discussed in chapter three as typical “open-systems” :.f.
3.3.3). Open systems have environments that impacted on them. [t is therefore imperative
that institutions should assess their environments on a continuous basis. The devell ment
and revision of an institution’s mission and vision takes place by means of an environme al

“scan” or analysis. This is an important first step in planning - to be conscious t
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444 SOURCES OF INCOME

As mentioned in this study, the external allocation of resources to universities is bey: 3 the
scope of this study. This is only a concise discussion on an institution of higher arning’s
possible sources of income and methods of resource allocation from external ¢  ses.
Government funding, as discussed in this study, can be regarded as one of € Iain so!

of income for an institution of higher learning. The following are examples of tradition:
sources of income for an institution of higher learning (Dickson, 1999:5):

grants from government (or the “funding body”);

general research funding from government or national research bodies;
income from students;

investments income;

contributions from commercial activities;

consultancy earnings;

overheads recovered from external contracts and

miscellaneous income such as the hire of university premises, | e ot  juipr

library fines, library borrowers’ fees, hire of academic gowns fees, etc.

The above-mentioned sources of income correlate with that of universities in the United
Kingdom and Australia. The University Western Universities can receive funds eg.
“funding councils” such as the Higher Education Funding Council for England ( The
HEFCE allocates funds for teaching, research and nonformula funding and can be viewed as
a “performance based” system (Massy 1996:224-226). Universities in Britain receive a
portion of their funds based on the quality of their performance. In Australia, the government
implements a plan for supplemental funding which is linked to quality assessment, they
introduce also a programme in which universities as rewarded for extraorc ary 1 ty
(Massy, 1996:224)

Funding institutions of higher learning are powerful tools in the hands of a den c
government and a major source of income for institutions. Funding is a steerir mechanism.
By means of incentives it ensures that institutions and students are moving into a specific

ion. s was the case in South Africa in the apartheid years and it is still the case in
the new dispensation of higher education. Since 1994 the new ANC government has been

steering institutions of higher education in a new dispensation.
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i s, administration and management. The cost of financing the opera
known as direct cost. Indirect cost is viewed as the financing of the support services.

Dickson (1999:9) states that it is imperative to make a projection with reg: 1 to .
institution’s running costs with regard to:
departments’ general expenses;
book fund of library;
maintenance of buildings and grounds;
insurance;
equipment provision;
research provision;
student facilities;
miscellaneous costs and
. contingency provision.
According to Dickson (1999:10) there are also known events for which provision
made:
Insurance premiums
Utility charges
Cleaning services
Security services
Maintenance costs

Removal costs.

The purpose of the above-mentioned projection is to discover the total amount of enditure

if each operational area has to fulfill its role and responsibilities and maintain desired
ofq ity.

1S 3 ions 1 . . JIeci as

might be inaccurate as it involves speculations on the future and is subjected to uncert: s

with regard to issues such as investments, etc. Costs of services can be fixed costs as well

as variable costs. Remuneration is a good example in this regard. Permanent staff
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is fixed whilst contract and part time salaries are determined according

enrolments for a specific academic year (variable). Institutions of hic =r learning that
implements a rational model follow usually a zero-based, incremental and r ng-or

continuous budget approach.

4.45.2 Resource Allocation Systems

Concepts such as incremental budgeting, zero budget, efc. is already discussed ' iin e
framework of “organizational perspectives” (cf. 4.4.2). The following is a discussion of the
approaches or processes of resource allocation within institutions of higher learning. It links
to a great extent with the above-mentioned discussion on the different orgal ational
perspectives.

a) Incremental budgeting

Historically, institutions of higher learning relied upon incremental budgeting as the most
common method for determining allocations to both academic and non-academic (academic
support and administration) units (USUD, 2008:5; Massy, 1996:6). Incremental budgeting
uses the previous year's budget as the point of departure for the preparation of the coming
year's budget. The budget remains largely unaltered except for a few incremental char s.
Incremental budgeting would as an example increase departmental budgets of a university

with a fixed amount or percentage.

Incremental budgeting requires less information processing than in the case of zero-
budgeting and will to a lesser extent create a micro-political activity because groi s or
individuals are not asked to justify their claim on resources. It is a less time consL ing
exercise with a low conflict potential, unfortunately it has littte or no impact on dramatic
changes as it never challenges the status quo. This type of resource allocation system
remains static and is therefore unable to anticipate change (USUD, 2008:5). Inalt ly
volatile environment that is characterized with opportunities and threats, it is imper ve for
an institution to be able to adapt to circumstances. Therefore, because of the fact that e
funding levels are fixed, quality improvement initiatives can be regarded as imposs e
(Massy, 1996:6, 145).

b)  Zero-based budgeting

It was already mentioned previously in this study (cf. 4.4.2.1) that zero-based budgeting is a

typical method to be found within an institution that implements a rational model. Zero-based
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i restructured and went through a merging process during
Academic schools merged into 22 schools within four colleges. The main urpose of this
institution’s RAM during its transformation period was to provide revenue and performance-
based budgets (Johnston, 2002:3).

c) Established structures to ensure integration and effective quality management

There are institutions that realise the importance of the integration of quality mana ment,
planning and resource allocation, and demonstrate it by means of the establishment of
dedicated structures to facilitate processes for the integration of institutional strategic
priorities with planning and resource allocation. The City University London is a ¢ d
example in this regard (CU, 2008:1). This university established an office to o it
sufficient funds are allocated in order to achieve the institution’s academic object y
oversee and ensure that quality management takes place, and are responsible y
assurance processes by means of reviewing processes in order to enhance eff 5
efficiency and economy in delivery. They identify priority areas for resource ¢ cation and
facilitate ongoing planning processes.

4455 Important elements in resource allocation

The researcher identified from the literature review the following as important elements
institution’s should keep in mind with regard to resource allocation in higher educa n.

a) Understanding of the system by stakeholders

A university’s approach to resource allocation should be known by all its stakeholders, =. a

clear understanding of the development and implementation of the criteria that forms the

basis of its internal financial allocation.

It is also imperative for an institution of higher learning to set principles for resource
allocation in order to ensure that all stakeholders understand the institution’s strategic
direction and strategies.

b) A RAM should not be complicated

hns (2002:3) pintl o 'ﬂ 'r
complex (e.g. complex statistical models) but easy to be understood by its users.

¢)  The institutional profile dictates the method of resource allocation
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I Jcesses in order to ensure ongoing improvement of the core t 5.
therefore important that the outcome of surveys, evaluations and audits are utilised as input
into decision making processes (Vicki et al.,1997:213) as well as planning processes whi
includes for the purpose of this study, resource allocation. Bryson (1995:214) states that a
crucial way of making strategic planning, (and according to the researcher, all types of
planning) work, is by allocating sufficient resources to it. The allocation of resources to plans
demonstrates an institution’s seriousness about planning or the lack of it. A budgetary
process follows the institutional planning process and forms part of the financial mana ment

and planning strategy of an institution, with reference to the notion of “budget follows plan”.

Quality managen it is an approach towards illuminating and preventing quality prot ns
and should be integrated with an ongoing process of planning and resource allocation

ivities. It will not be possible for any institution to strive for continuous improvement
without implementing plans which are not supported by adequate resources. Planning and
resource allocation should be conducted in order to support the achievement of the go:
and mission of an institution. Resource allocation forms therefore an integral part of planning
and quality management. An institution’s RAM should provide a university capacity to fund
its core business on the basis of strategic priorities, including initiatives for academic quality
and efficiency (Johnston, 2002:7).

The strategic plan of an institution flows usually from its vision, mission, goals and priorities.

I plans of an institution i.e. plans on tactical and operational levels, should be linked with
the strategic plan or institutional strategic priorities. From a quality management 1d
systems thinking point of view, the implementation of an institutional strategic | n as it is
implemented on tactical and operational levels should continuously be monitored and
evaluated in order to identify deficiencies and gaps and to support changes and initiatives
that are necessary for the enhancement of institutional quality and for reaching of e

institutional goals.

Continuous or ongoing process of reviews determines to a great extent the success of
maintaining and improving institutional quality and in achieving the goals and mission of a
university. The HEQC concurs with this theory in the statement: “The success of qui ¢
management at institutions is, to a considerable extent, dependent on the integration of
mechanisms for quality assurance and quality development with institutional planning and

___b.,. As already mentioned, qu: ' management

mechanisms need therefore to be appropriately integrated with institutional planning at all
relevant levels of institutional operation. The HEQC (CHE, 2004b:5) states further their

sentiment with regard to the integration of resource allocation with quality management and
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i “financial planning should ensu adequate resource
development, implementation, review and improvement of quality and quality management
mechanisms for the core activities of teaching and learning, research and community

engagement”.

Quality enhancement processes focus on the operational end of the planning exercise. The
latter refers to adjustments by means of informed decisions that an institution should r 2 in
order to move into the next phase of (re-)planning. Churchman (1968:8) states »>m a
systems point of view that an institution needs “a plan that will bring each subsystem up to
standard at a desired time”. Institutional managers should collaborate during the planning
process on the different levels (strategic, tactical and operational) with their superiors as w
as subordinates and equals. Institutional leadership is imperative for the achievement of
institution’s goals and the successful implementation of its plans. The conce 1
refers to the influence and power of managers to motivate employees and subordinates to
achieve an organisation’s goals and plans. Every manager and erol 1in  tu |
higher learning should be informed with regard to the goals and strategic priorities of {
organization which informs decision making, resource allocation and budgeting ses.

Managers are also responsible to ensure that the organisation is on the right course to

achieve its goals (Smit & Cronjé, 1999:12) which requires continuous processes of qu vy

assurance and the provision of sufficient resources (Massy, 1996:39).
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