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Incentive Based Budgeting:
The Financial Game at Land-grant Institutions

Heather L. Nolen

ABSTRACT

This thesis explores the impacts of the Partnership for Incentive-Based Budgeting (PIBB)
model at Virginia Tech (VT), a land-grant institution. By conducting a mixed-methods
approach including semi-structured interviews, document analysis, and a review of political
theory, this research examines the differences in perceptions of employees across employee
classifications, academic area, and financial experience at VT on the PIBB model, unhealthy
internal competition, communications, fiscal policy, and political influence. The PIBB model
was adopted at VT as a strategic response to reduced state funding and aims to encourage
budget management improvements and collaborative planning across the university. Findings
indicate that while the PIBB model is designed to align financial incentives with the
university's academic and operational goals, it may also foster unhealthy, internal
competition among faculty, staff, and administrative units. This competition arises from the
pressure to meet specific performance metrics linked to budgetary allocations, potentially
leading to conflicts and misalignment with the university's broader educational objectives —
underscoring the need for a balanced approach to budgeting that supports both financial
sustainability and academic integrity. Complexities of implementing market-driven
budgeting models within academic settings suggests that while such models can drive
efficiency, they must be managed carefully to avoid undermining the core mission of
educational institutions. This thesis contributes to ongoing discussions about the optimization
of resource allocation in public higher education.



Incentive Based Budgeting:
The Financial Game at Land-grant Institutions

Heather L. Nolen

GENRAL AUDIENCE ABSTRACT

This thesis looks at how the Partnership for Incentive-Based Budgeting (PIBB) model,
implemented at Virginia Tech (VT), impacts various aspects of the university. Using a
combination of interviews, document analysis, and a look into political theory, the research
investigates how different employees at VT perceive the PIBB model, its effects on internal
dynamics like competition, communication, financial policies, and political influences. The
PIBB model was implemented as a result in the decline in state money going to VT and to
help manage the budget better and collaboration across the university. This thesis research
found that while the PIBB model tries to link money incentives with university goals, it also
creates unhealthy competition among faculty, staff, and units within the university. This
competition happens as everyone wants to meet certain goals to get more money, which can
take away from the main goal of the university, which is education. The study shows that it is
important to find a balance between the university's goals being at the forefront but also
managing the money appropriately. It also shows that using budgeting methods based on
business ideas in a public university is tricky and needs careful management to keep the
university’s values intact. Overall, this research adds to the conversation about how we can
best use money in public colleges to make them better for everyone.
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Chapter 1: Introduction

The progression of Higher Education Institutions (HEIs) in the United States (US)
denotes a journey of growth, shifts, generational changes, and significant transformations from
the colonial era to the current day. This journey has been molded by societal demands,
technological progress, access to information, the economy, and cultural shifts. US HEIs have
offered a path to the American dream, presenting an opportunity that is both inclusive and
exclusive. A visual timeline depicted in Figure 1 outlines crucial milestones in US HEIs' history,
from the establishment of Harvard College in 1636, the creation of the first land-grant institution
in 1855, through the Morrill Act of 1862, to the contemporary era marked by the COVID-19
pandemic in 2020 and the rapid embrace of online learning (DiMarco, Thymianos, & Kirsch,

2023).

Figure 1: Historical Timeline of Higher Education
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Goldin and Katz highlight a significant period of transformation for HEIs between 1890
and 1940, a time when industrial developments and shifts in the political economy led to a

restructuring in how knowledge was created, shared, and applied—most notably through the
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integration of science with industry and the rise of scientific and experimental methods (1999).
These shifts particularly benefited public HEIs, enabling them to leverage research funding and
meet the growing need for professionally trained experts across various fields. The growth was
financially fueled by state investment in education as a public asset, the foundation of land-grant
institutions, and the broadening of state university systems (Goldin & Katz, 1999). Yet, the
lasting impacts, both positive and negative, of this era continue to shape our HEI landscape

Today.

The emergence of the research university between 1890 and 1940 marked a pivotal
departure from the conventional liberal arts model, introducing a comprehensive integration of
undergraduate, graduate, and professional education with a deep focus on research (Goldin &
Katz, 1999). This model positioned research universities at the heart of American higher
education, steering the direction of scholarly training and the expansion of professional
disciplines. Land-grant colleges and state universities rose in standing, offering practical
education in fields like agriculture, engineering, and science—key to the nation's industrial and
economic growth (Goldin & Katz, 1999). This expansion widened access to higher education,
creating a more inclusive opportunity for the broader population and fostering a more educated
workforce. Alongside the growth of public HEISs, increased state and federal funding supported
research endeavors, infrastructure improvements, and the enlargement of educational
opportunities. This financial backing also increased the accountability of HEIs to governmental
bodies, shaping policies around access, affordability, and notably, educational priorities (Goldin

& Katz, 1999).

As a result, HEIs have begun to face pressures to operate more like a business, mostly in

response to decrease public spending and state financial support. Forcing HEIs to adopt



alternative and new internal funding models. A common model being introduced at public HEIs
is Responsibility Center Management (RCM) or for Virginia Tech (VT) the Partnership for
Incentive-Based Budgeting (PIBB) model (Smith & Earley, 2017). The PIBB model at VT was
adopted as a response to the decrease in funding from the State of Virginia. As well as to foster
the anticipation, “that management of budgets under the PIBB model will result in more
meaningful discussions, collaborative planning between college deans and their departments, and

between college deans and the academic administration” (Smith & Earley, 2017, p. 11).

In order to understand the potential impacts of the adoption of the PIBB model the
following thesis and proposed research employs a mixed-methods design incorporating semi
structured interviews with VT employees, information pulled from VT’s Authorized Budget
Document (ABD) from FY 13-23, VT’s University Data Commons Database (UDC) and
political theory to comprehensively explore the complex aspects of stakeholders’ perceptions on
whether incentive-based budgeting increases unhealthy internal competition between faculty,
staff, academic colleges, and administrators within VT. During the Spring of 2024 1- hour semi-
structured interviews were conducted with ten employees at VT, including university
administrators, teaching and research faculty (T&R), staff, and administrative and professional
faculty (AP). Interviews were conducted to determine if there were differences in employee
perceptions based on their employee classification, academic area, and level of financial
experience within VT. Interview questions were constructed to measure employee’s perception
on unhealthy, internal competition, communication on the PIBB model, changes in financial

policy and political influence.

1.1 Thesis Structure
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Understanding the historical changes of HEIs, more specifically land-grant institutions, is
important for setting the stage of this thesis and subsequent research findings. Chapter one
further delineates my research query and the significance underpinning this study. Chapter two
builds on the initial introduction, discussing pertinent literature crucial for constructing a
theoretical framework that supports my research question. This chapter particularly focuses on
the budgeting practices within public HEIs, with a specific focus on Virginia Tech (VT) and its
adoption of a new budgeting model in fiscal year (FY) 2016-17.

Building on the groundwork laid in chapter two, chapter three will outline the theoretical
framework that guided my research approach and methodology aimed at addressing my research
question. The subsequent chapters, four and five, will delve into the research methodology,
detailing the discussions held during interviews, and explore the primary findings of my study.
Concluding, the last chapter fuses the new and conformation of existing knowledge drawn from
this research, discussing its implications, and suggesting directions for future research with the
intention of expanding the applicability of the findings to a broader audience, contributing to the

enhancement and future success of public HEIs in the US beyond VT.

1.2 Concepts, Terms, and Argument
In this thesis, I will frequently discuss concepts and terms that may not be familiar to
those who do not have a background in the financial operations of land-grant HEIs, particularly

VT. To ensure clarity, the following sections will explain these concepts and terms in detail.

Concepts
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Concept 1: Partnership For Incentive Based Budgeting (PIBB): This is a financial model used
by VT since FY 2016-2017 to allocate funds based on specific performance metrics, such as
student enrollment and research outputs to academic units within the university. Understanding

this model is crucial for grasping how financial decisions are made and prioritized at VT.

Concept 2: Public vs Land Grant Institutions: 1 recognize that while land-grant universities and
other public higher education institutions are both integral to the public education system, they
are not the same. However, in my thesis, I often use the terms "public" and "land-grant"
interchangeably. This is because land-grant universities are public institutions, and my thesis
primarily examines state funding rather than funding specifically mandated by the Morrill Acts.
When I refer to public higher education institutions (HEIs) in my work, I am specifically

discussing land-grant institutions, with a particular focus on Virginia Tech (VT).

Concept 3: Academic Priorities and Financial Pressures: This refers to the balancing act
between maintaining ambitious standards in education and research, while managing the
financial constraints and expectations that come with running a large institution. Concept three
involves the strategic use of financial and other resources to achieve the maximum possible

benefit, ensuring that every dollar spent contributes positively to the university's goals.

Concepts 4: Unhealthy, Internal Competition: Definitions of unhealthy and competition can
mean and have various implications among different stakeholders within the institution.
Therefore, when referring to “unhealthy, internal competition” within VT, I am referring to
situations where various departments, programs, or individual faculty, staff, and/or
administrators within the institution engage in excessive or detrimental competition against each
other as if the university were their own and theirs’ only. For example, in areas where topics or

disciplines may cross colleges, one college may be incentivized through PIBB incentive metrics
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to create new degrees programs that overlap and drive student enrollment away from another
discipline within. Although this may increase enrollment in one program, it eliminates
enrollment in another and does nothing for the overall mission and goals of the university. As a
result of this example, internal stressors and factors are pushed against the faculty, support staff,
and departmental leaders of the program that is negatively affected and are the ones who have no
control in a neoliberal, incentive-based budgeting, and administratively controlled environment,

but are left to find solutions of these shortfalls.

Terms

When discussing “stakeholder perceptions and communication,” I am referring to how
faculty, staff, and administrators understand and communicate about the implementation of the
PIBB model and its effectiveness in supporting VT’s mission and vision. Terms such as
“political influence and funding dynamics” refer to the impact of state politics and legislation on
funding decisions at VT, in which I am trying to illustrate how external factors can influence

internal budgeting strategies. Table 1 includes additional terms.

Table 1: Additional Terms

Term Description
University/Institute | When using these terms, specifically in Chapter 5. [ am referring specifically to VT.
This term within VT refers to academic and non-academic areas. Academic senior
Senior management areas are the eleven colleges within the institution. Non-academic areas for
Management Area | example refer to the university’s controller office or central human resource office. For
my thesis when [ refer to this term, I am referring to only academic areas.
An academic unit within my thesis refers to the various departments, schools, programs,
and/or centers within a specific academic senior management area at VT

Academic Unit

Emplovee This term describes an employee’s official designated employee class and differentiates
Classification employee responsibilities within VT,
Administrators When using this term throughout my thesis I am referring to higher level leadership

within VT, such as Deans, Provosts, and the President.

Argument
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Knowledge and perception of knowledge is a top indicating factor to obtaining a strategic
position between success and failure. In my argument below and in the context of my thesis I
define knowledge as factual information on dollars funneled into the PIBB Model, how the
model’s metrics are determined and measured, what percentage of each senior management area
budget is PIBB funded, and how does an employee’s role influence or is influenced by the PIBB
model. Perception of knowledge within my argument is defined as the distortion of factual
information among employees that is influence by their experiences, interactions,
communication of misinformation, organizational politics, political influence, and the inability to
recognize how they impact or are impacted by financial reactions within their role. Throughout
my thesis [ will point to examples of my argument as it applies to public HEIs, but more

specifically VT. Therefore, my argument is that:

Every action has a financial reaction. The ability to strategically position control
between that action and reaction holds the power to success or failure. That power is
affected by the level of understanding and managing the degrees of knowledge and its
impact on the perception among employees. This is strategically vital in obtaining
continual success of the PIBB model. This strategic advantage is essential not only for
aligning actions with financial reactions effectively but also for enhancing the overall
success or curtailing the failure of financial management within the institution.

1.3 Research Question

My thesis scratches the surface of the complex dynamics surrounding the adoption of
neoliberalism and incentive-based budget modeling practices at land-grant institutions,
specifically VT. I aimed to investigate the perceptions of VT employees towards the PIBB
model, focusing on potential variations across different academic disciplines and employee
classifications within the institution. The central research question guiding my study, derived

from my argument is:
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"Are there difference among employee’s perception based on their factual knowledge and
perception of knowledge regarding the PIBB model at VT and what are the implications for
financial stability moving forward at VT?"

To address my research question, I will be using interviews with VT employees to
support construction of my theory but will not be conducting statistical tests to prove or disprove

my hypotheses. My hypothesis are as follows:

Null Hypothesis (Ho1): There is no difference in the perception of the PIBB model at VT
between employees in the social sciences and those in the hard sciences.

Null Hypothesis (Hoz): There is no difference in the perception of the PIBB model at VT
between Teaching and Research (T&R) faculty and Administrative Professional (AP)
faculty.

Null Hypothesis (Hos): There is no difference in the perception of the PIBB model at VT

depending on an employee’s level of experience and understanding of the financial

process.

These hypotheses are anchored in my theoretical framework outlined in Chapter 3, which
expands on the influence of neoliberalism and the adoption of incentive-based budgeting at
HEISs, specifically VT. Neoliberal ideologies, the action of market efficiency and reduced state
funding, resulting in the financial reaction of the implementation of models like the PIBB.
Additionally, the impact of neoliberalism varies across academic disciplines, affecting the
sciences and social sciences differently due to its focus on quantifiable outputs and marketability.
The hard sciences often receive more support and funding because they align closely with
neoliberal ideals, producing market-ready outputs. In contrast, the social sciences, which
concentrate on less quantifiable impacts such as societal change and policy development, often

struggle to demonstrate immediate economic value within a neoliberal framework. Such

neoliberal policies and the PIBB budgeting models can foster competitive environments and lead
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to a misalignment of educational goals, potentially exacerbating competition and misaligning

with the institution's educational objectives.

Furthermore, my hypotheses delve into the role of organizational politics within HEIs
and their influence on decision-making and employee perceptions. I critically examine how
market-driven strategies, like PIBB, intended to enhance financial management and strategic
planning, might also result in internal competition and strategic misalignments. The theoretical
framework seeks to understand how these dynamics influence perceptions across different
faculties and roles, positing that familiarity with these financial processes significantly impacts
how changes are perceived and accepted. The empirical investigation of these hypotheses, using
theoretical insights tailored to the specific environment of Virginia Tech, aims to dissect how
neoliberal policies, organizational politics, and incentive-based budgeting are collectively
transforming the landscape of public higher education. This approach intends to provide a
nuanced understanding of the complex relationship between financial incentives, organizational

dynamics, and employee perceptions in the academic setting.

1.4 Significance of Research Question

Implementation of change naturally comes with stakeholder predispositions and opinions
before the change even occurs. John Zaller's Receive-Accept-Sample (RAS) model, detailed in
his book "The Nature and Origins of Mass Opinion," is a comprehensive framework for
understanding how individuals form political opinions, but I believe this model could also apply
to other situations where opinion formation occurs, such as understanding employee perceptions
of the PIBB budgeting model at VT to gain insights into how employees perceive and interact

with the financial framework (Zaller, 1992).
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The model is based on four key processes: receiving information, accepting, or rejecting
it based on pre-existing attitudes, sampling from the accepted ideas when asked for an opinion,
and expressing a response. The RAS model suggests that opinion formation is dynamic, with
changes over time influenced by the interaction between individuals' predispositions and their
exposure to new information (Zaller, 1992). This framework can be applied to help us explain,
but more importantly, understand the variability and fluidity of stakeholder perceptions and
opinions of budgeting decisions at VT, before implementation of a new budget model occurs.

Thus, strategically reducing unhealthy, internal competition in the longer term.

Applying Zaller’s RAS model to understand how opinions and perceptions may be
formed beforehand is fundamental for several reasons. First, this model can provide factual
explanations into understanding how stakeholders are receiving information about the metrics
and process of the current budget model. Information that is being communicated through
official university communication channels, for example VT News, is vastly different from peer-
to-peer communication. When new models are introduced, we would expect this information to
come from a top-down flow of internal communications such as official announcements, in-
depth presentations, and townhall question and answer sessions. I would argue that if leadership
and financial decision makers do not understand how stakeholders are receiving the information
about a new budget model before implantation occurs, their opinions, negative or positive, of the

model’s success will differ.

Secondly, once stakeholders receive information about the budgeting model, according to
Zaller, they go through a process of acceptance (Zaller, 1992). At this stage this is where the
stakeholder would establish acceptance based on the influence of their individual perspectives,

information received, interests, and roles within the institution. For example, faculty members
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may accept or reject budgeting models based on how they perceive the impact on academic
programs and resources available for research. By thoroughly understanding how the information
is being received, we can then increase our confidence in the stakeholders accepting (A) the
correct information to start to form their opinions. This can help disprove myths that exist within
the institution that naturally comes with peer-to-peer communication that could be an external

alternative influencer to the stakeholder’s opinion formation.

Lastly, in the sampling stage, stakeholders combine the information they have received
and accepted to form their overall opinions and attitudes towards the new budgeting model. In a
perfect world and using Zaller’s model, we would predict that during this stage, the stakeholders
would begin weighing the perceived benefits and drawbacks of different budgeting approaches
or how well the current one is performing (Zaller, 1992). Stakeholders might also consider the
implications for the institution's mission and strategic goals, while drawing on their own
experiences with previous budgeting models and their observations of how budgeting decisions
have affected the institution in the past. Applying the RAS model before implementation occurs,

we can better predict how stakeholders’ opinion will affect the success of the new budget model.

Through the lens of Zaller’s RAS model, in combination with key findings of my thesis
research we can gain a deeper understanding of how stakeholders' opinions and perceptions
about budgeting decisions at VT are formed and evolve. The introduction of the PIBB budgeting
model at VT is a strategic response to financial challenges HEIs are facing, aiming to foster a
more sustainable and effective funding model for the success of the institution. Furthermore,
investigating the relation of employees’ perception on the PIBB model and how those
perceptions can transfer into unhealthy, internal competition is crucial to identify any negative

impacts that may hinder collaboration and overall organizational well-being between academic
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units at VT. This research can contribute to refining the budgeting approach and fostering a
healthier internal working environment. Ultimately, understanding and addressing the concerns
of all stakeholders through informed and transparent decision-making processes is crucial for
achieving the institutional mission and ensuring the long-term success of incentive-based

budgeting models at land-grant universities like VT.

Chapter 2: Literature Review

According to Ken Smith, former Associate Vice Provost for Resource Management, and
Institutional Effectiveness at VT, from FY 1998-99 to 2015-16, VT has received a 19 percent
reduction in and disinvestment from the Commonwealth of Virginia in its operational budget
(Smith & Earley, 2017). Given that VT is a public, land-grant institution, the institution relies, or
did rely on, the commonwealth as a major financial source. As the state's legislative priorities
have shifted, VT has consistently had to adapt its funding model. This adaptation has prepared
the university for changes in the amount of funding it receives from the Commonwealth,

ensuring it can still support its mission and vision.

2.1 History of Higher Education Funding and Budgeting

Literature suggests that state funding for public HEI’s has a complex history in the
United States. Initially, higher education was primarily funded from private investors, but in the
19th century, states began establishing land-grant universities through federal legislation known
as the Morrill Act of 1862 and 1890 (Sober, 2018). During the 1960s and 1970s public higher
education witnessed significant growth and an increase in funding, as states recognized the
importance of accessible higher education for economic development (Priest, Becker, Hossler, &
John, 2002, p. 229). However, even though states boosted their funding for public universities to

expand educational opportunities, these institutions frequently experienced budget cuts during
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economic downturns. Setting the state for an unstable financial flow for HEI’s in the US. The
various colors of money available to land-grant HEI’s has grown and expanded over time and
beyond state funding. Table X outlines sources and purposes of funding that exist at a majority
of land-grant HEIs in the US. This outline is just one visual of how these institutions have had to

adjust financially because of the decline in funding from the state and external competition.

Table 2: Funding Sources at Land-Grant HEIs

Funding Source

Description

PurposeUsage

Federal Funding

Federal fimds allocated specifically to
land-grant institutions. Now often
supplemented by direct appropriations,
orants, and contracts.

Supports research, education, and
extension services that aim to advance
agriculture, science, military science,
and engineering.

State Funding

State appropriztions form a significant

portion of funding for public mstitutions.

The level of fimding can vary widely by
state and 1= subject to state budget
constraints and legislative priorities.

Primanly used for operational costs,
meluding salaries, facihties
maintenance, and student services.
Also supports tuition subsidies to
keep education accessible.

Tuition And Fees

Bevenue generated from student tuition
and fees.

Directly supports operational costs,
academic programs, and student
SETVICES.

Research Grants
and Contracts

Funds ebtamed through competitive
grant processes and contracts from
government agencies, such as the
USDA, NIH, NEH, and NSF, a=z well as
private entities.

Funds specific research projects and
mitiatives, often in the fizlds of
agriculture, health, technology,
environmental science, human
sciences, and beyond.

Funds from private donations, including

Often earmarked for specific purposes

focusing on agriculture, education, and
public service.

E‘;‘:BI:E;'::S alumni giving, and income generated auch as scholarships, chairs, and
i)nna tions from endowments. program endowments. Provides a
stable source of mcome.

Revenue from university-operated Supports general or specific
Anxiliary entities such as bookstores, housing, operational neads and can be used for
Enterprises dining services, and agricultural or other  capital projects.

business operations.

Specific fimding from state and faderal Supports community outreach and
Extension spurces for extension services provided  practical applications of academic
Services by the university to communities, rezearch in communities.

Turning to the late 20th century and early 21st century, support for public higher
education begins to shift. This shift was a result of rising costs, declining state budgets, and a
shift in priorities that led to reduced funding per student. In reaction to this shift and decrease in
state funding, public HEI’s were pressured to increase tuition rates and started turning to private
sources of funding. The literature concludes that the complex of history public higher education

budgeting is just as much a political process, as it is a mechanism to control financial resources,
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evaluation financial performance, and fulfil the institutions’ mission (Priest, Becker, Hossler, &

John, 2002).

2.2 Dynamics of State Legislation for Public Higher Education Institutes

State budgets are developed to support the priority of the states’ legislature, but often do
not meet the need to support an institution’s mission. A common definition across most states in
the U.S. is, “the state budgeting process is extremely fluid, and there are always extenuating
factors and forces that come into play in crafting the overall state budget” (Layzell, 2007, p. 18).
The reality is that the historically established mindset of key stakeholders of public universities
(faculty, staff, students, and administrators) expect support from their respective state to conduct
the institution’s mission on delivering quality degrees, instruction, research, public service, and
outreach. However, state legislators find it difficult to measure or assign a dollar amount to the
expectation of those stakeholders. Literature and various case studies give evidence of the
difficulties states legislators have on funding allocations for HEIs through multiple iterations of
variations in traditional budget models and funding formulas (Layzell, 2007). States are moving
to a performance funding and performance contracting budget allocation approach that suggest a
balance between traditional and least traditional approaches for HEIs state allocations, while in
theory eliminates instability within each institution because of a decrease in state support
(Layzell, 2007). It is important to note similar correlation between performance funding models
at the state level in comparison to incentive base budgeting internally within a public university.
Strategically, these correlations on the surface appear to be a grooming mechanism that in theory
will gradually change stakeholder’s reaction to state’s support for public HEIs within the U.S.

today and into the future.
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2.3 Background and Context of Incentive-Based Budget Modeling in Land-Grant Institutions

Traditionally the goal of a land grant institution is to advance education in agriculture,
science, and engineering, as well as to provide practical education and outreach services to their
respective local communities (Sober, 2018). These institutions aim to promote accessibility to
higher education, contribute to agricultural research, and apply knowledge for the benefit of
society through outreach programs. The adoption of incentive-based budget modeling at land
grand HEIs is a strategic approach that aims to align financial resources with institutional goals
and objectives. It involves linking budget allocations to specific performance metrics or
outcomes, incentivizing departments, or units to achieve desired outcomes (Smith & Earley,
2017). With the decline in state funding, VT adapted the Partnership for an Incentive Based
Budgeting (PIBB) model in FY2016-17, as many other public universities within the US already
have (Smith & Earley, 2017, p. 1). This budgeting model was expected to, “better position the
institution, at all levels, to be more adaptive to change and complexity (Smith & Earley, 2017, p.
7). VT leadership aimed to incentivize activities that would generate further resources, such as
enrollment growth, instruction, philanthropy, and research (Smith & Earley, 2017).

Additionally, one of the key advantages of this approach at a land-grant HEI is its
potential to promote accountability and efficiency in resource allocation. By tying funding to
performance indicators, such as graduation rates, research productivity, or student satisfaction,
institutions can encourage departments to focus on activities that contribute to overall
institutional success. “This type of holistic planning is necessary to ensure that the development
and evolution of unit budgets as components of the larger university budget aligns with

institutional strategic goals and objectives” (Smith & Earley, 2017).
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However, budget models like the PIBB also have their challenges and limitations. One
major concern is the potential for unintended consequences such as "gaming the system",
performance spirals, and unhealthy, internal competition. Departments may prioritize short-term
goals that are linked to outcomes. When those outcomes are not met, those departments may
manipulate data to meet performance targets, which can distort the true value or impact of their
activities and decrease performance (Smith & Earley, 2017, p. 9). The PIBB approach may lead
to a narrowing of priorities, a focus on easily measurable outcomes, the capitol returns on
investment, disparities in resource distribution among departments or disciplines where areas
may have more easily quantifiable outcomes compared to others and thus, leading to potential
inequities in funding and support. Additionally, there could be difficulties in accurately assessing
the separate contributions of different disciplines between the academic units, and the focus on
short-term outcomes may undermine long-term strategic goals. Balancing incentives to drive
excellence, while avoiding potential distortion of priorities to align with incentives could hinder
the institutions’ ability to maintain collaboration and the broader mission, poses a significant

challenge in incentive-based budgeting approaches.

2.4 Overview of Literature
An overview of the relationship between incentive-based budget modeling, unhealthy,
internal competition, and neoliberalism in land grand HEIs reveals patterns, trends, and key

findings:

Adoption: There is a clear pattern of neoliberal ideologies shaping public universities across
the US, throughout various literature reviewed. The adoption of incentive-based budget
modeling as a mechanism to drive institutional change aligns with the broader neoliberal

emphasis, that is from a government perspective, “the most effective way to force public
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universities to operate more efficiently is to reduce their funding” (Lang, 2016, p. 16). Thus,
forcing market-driven principles, efficiency, and accountability of neoliberalism practices on
land-grant institutions. This pattern suggests a global trend towards market-oriented reforms in

higher education, driven by a neoliberal agenda (Lang, 2016).

Unhealthy Internal Competition: The relationship between incentive-based budget modeling
and unhealthy internal competition in higher education appears significant. The implementation
of performance metrics and financial incentives fosters a competitive environment within
institutions, where academic units are motivated to outperform one another. This internal
competition can lead to the fragmentation of the institution, hindering collaboration,
interdisciplinary approaches, and holistic decision-making. This trend indicates that incentive-
based budget modeling can inadvertently reinforce a culture of competition that may undermine
the collective mission of land-grant institutions (Brown, 2015). “Competition between providers
in any market incentivizes them to raise their game, offering consumers a greater choice of more
innovative and better-quality products and services at lower cost. Higher education is no
exception” (Morrish, 2020, p. 236). However, [ would argue that more choice does not always

indicate better quality.

Policy Change: Another common pattern that [ would like to point to in my overall review is,
although administrators of land-grant HEIs are adopting PIBB like budget models in
combination with other neoliberalism practices in response to a disinvestment from their state.
However, what I have not seen is how those institutions are evaluating their fiscal and financial
policies that are directly enforced on the grounds of state law and regulations. What is interesting
is that a public HEI could be receiving $1 or $100 million from their state, but how they can and

cannot spend that money does not seem to change.
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Shift in Values and Priorities: The metrics established and measured within incentive-based
budget models under the influence of neoliberalism have the potential to unintentionally shift the
mission and vision in public HEIs were established on. Instead of prioritizing the holistic
development of students, critical thinking, and the pursuit of knowledge, there is a greater
emphasis on measurable outcomes and financial gains (Brown, 2015). Land-grant institutions
were built on the foundation of two iterations of the Morrill Act of 1862 to 1890 and, “to appeal
to men of private means as well as to ordinary citizens acting through government” (Ricci, 1984,
p. 33). These foundations were the key premise to give land-grant institutions the ability to
provide a tool set of knowledge, thought, and training to its stakeholders, thus giving them the
ability to govern themselves by understanding the powers or problems they are engaging in as
citizens inside and outside the institution, not just in their professional career (Brown, 2015, pp.

175-77).

This shift of priorities and values, again, is leading to the commodification of education,
where academic programs and courses are evaluated primarily based on their market value. To
take it a step further, this mentality of “show me the numbers, the money” is not only transposing
into administrators and faculty, but also the support staff at public universities. While faculty are
having to deliver on unmeasurable metrics of performance in sponsored research funding and
publications, the support staff, “are immersed in endless rounds of training for new systems, new
best practices, new techniques of assessment and management” (Brown, 2015, p. 198). Faculty
and support staff are separately trying to survive the effects budget model like the PIBB, and
neoliberalism practices imposed by university administrators. They often become unintentionally
frustrated with one another and forget to look beyond the numbers to their original purpose,

values, and priorities in delivering a quality education to their students.
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Erosion of Academic Autonomy and Power Dynamics: Traditionally, faculty members held
significant authority over curriculum design, hiring and promotion processes, and academic
governance in land-grant HEIs. However, Benjamin Ginsberg argues that over time, this
authority has eroded, with administrative bureaucracies and external influences exerting greater
control over academic affairs (2011). The growth of non-faculty administrative positions, such as
deans, provosts, and department chairs, has led to a disproportionate increase in administrative
power and influence. This shift, Ginsberg argues, has resulted in a top-heavy administrative
structure that prioritizes managerial efficiency over academic pursuits, often diminishing faculty
autonomy and decision-making authority (2011, p. 167). Although Ginsberg argues that public
universities have become over saturated with not only administrators, but also support staff
(2011, p. 24). I would argue that support staff were always intended to be a partnership with
teaching faculty and to help them enhance the quality and experience of the education they were
delivering. Instead, much, not all, of those support staff are direct “minions” of university
administrators. They fail to receive and see to the true value in supporting teaching faculty within
the institution. Faculty and support staff are a partnership deal, when one loses freedom within
the university, they both do. “American society would stagnate and die if scholars were not free

to inquire, study, and evaluate” (Ginsberg, 2011, p. 132).

Key findings and concepts within the literature suggest that the influence of neoliberalism
practices and incentive- based budgeting models are adopted indicate that public HEIs are taking
action to decrease their financial dependency on the state, but the reaction of that action puts the

institutions financial dependency in the market and private investors versus within the institution.
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2.5 Gaps in the Literature

Literature that exists currently has its gaps and inconsistencies in the context of the
effects and impacts on stakeholders internally, specifically support staff, and the ultimate result
of unhealthy, internal competition and the future of land-grant institutions. Throughout the
literature that I reviewed, the measurability of positive outcomes of PIBB like budget modeling
and neoliberalism practices in public universities outweighing the negative results or vice versa,
was not clearly present. The relationship between incentive-based budget modeling and
neoliberalism practices in land-grant institutions is complex and interconnected. It is even more
complex in linking the relationship to unhealthy, internal competition and adaptation of PIBB
like budget models because of a decrease in state funding. Gaps in the literature do not show
evidence to support or disprove if administrators are failing to recognize these unintentional
consequences within their HEI. The human nature of such unhealthy competition leaves
stakeholders with bridges burned and heartfelt, possessive behavior between one another. That is

an environment where collaboration and production of knowledge will not exist.

Chapter 3: Theoretical Approach

This chapter will delve into the theoretical underpinnings that guided my thesis, drawing
from neoliberalism, the dynamics of incentive-based budgeting, organizational politics, and the
impacts of such financial models on HEIs particularly focusing on employee perceptions and
unhealthy, internal competition. This section of my thesis explains the theoretical underpinnings
that guided the investigation into the incentive-based budgeting model at land-grant HEIs, with a
specific focus on VT. Articulating through a conceptual my theoretical approach examines the
phenomenon of employee perceptions of political influence and unhealthy, internal competition

fostered by incentive- based budgeting practices.
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3.1 Background. Impact, and Adoption of Neoliberalism and Incentive-Based Budgeting

The first aspect of my theoretical approach is built on the concept of neoliberalism, which
emerged as an economic and political ideology in the late 20th century, gaining considerable
influence in various parts of the world (Steger & Roy, 2014). It is rooted in the belief of free
markets, limited government intervention, and the promotion of individual liberties and personal
responsibility (Steger & Roy, 2014). Neoliberalism can also be defined as, “a set of social,
cultural, and political-economic forces that puts competition at the center of social life” (Wilson,
2018, p. 2). Neoliberal policies advocate for privatization, deregulation, and the reduction of
public spending, aiming to create a favorable environment for market forces to drive economic
growth. The rise of neoliberalism is shaped by global economic changes, such as the decline of
Keynesian economics and the increased prominence of globalization (Steger & Roy, 2014). In
the context of land-grant HEIs neoliberalism has positively and negatively influenced the

institutions’ policies, practices, and overall landscape.

HEIs are operating in a landscape that encompasses an expectation to operate like
businesses, largely due to decreased public spending and state financial support. Adopting
neoliberal practices at land-grant HEIs, such as VT, offers several advantages. These include
increased independence from financial dependency on the state, external competitive advantages,
and access to diverse funding sources, to support the institution's mission (Lang, 2016). At VT,
the implementation of the PIBB model was with the intention to enhance budget management
and foster collaborative planning between deans and their departments, as well as between deans
and academic administration (Smith & Earley, 2017, p. 11). This collaboration aims to

strengthen the institutions' ability to serve students, faculty, staff, and the public good effectively.
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However, adopting neoliberal practices can also lead to the marketization and
commodification of education, treating it more like a product concerned with financial return
than a societal good (Brown, 2015, p. 181). The action towards a business-oriented approach in
education governance and management is concerning. This results in a reaction that prioritizes
economic goals over educational integrity, undermining the quality of education and affecting
academic freedom. Furthermore, the PIBB model at land-grant HEIs, including VT, can lead to
unhealthy, internal competition and resource imbalances between departments, particularly
between the sciences and social sciences. This model, which focuses on performance metrics,
can inadvertently enforce a power dynamic that favors economic outcomes over educational
equity (Pistor, 2019). Moreover, the model encourages a culture where administrative decisions
are frequently made in favor of financial gains, often at the expense of faculty, staff, and

students.

From a governance perspective, although PIBB-like models are supposed to decentralize
decision-making, they often end up centralizing power, prioritizing managerial decisions over
the input from various university stakeholders (Ginsberg, 2011). This can dilute academic
autonomy and undermine the democratic ideals central to public HEIs. Additionally, the impact
of incentive-based budgeting on social justice and equity is important to note as well. It creates
disparities within academic departments, favoring those that can show quantifiable outcomes
over those that contribute in less measurable but equally important ways (Wilkes, 2020, p. 255).
Such practices threaten the intrinsic value of higher education and increase inequalities within
the educational system. In summary, while there are benefits to integrating business practices in

the administration of HEIs, the shift towards neoliberalism and incentive-based budgeting raises
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significant concerns about the potential erosion of educational quality, equity, and the

fundamental mission of HEISs.

3.2 Organizational Politics

Organizational politics is a concept that is described by authors Ferris, Parker, Iii,
McAllister, & Maher, who define it as the activities people perform to push their own interests in
situations where they depend on others, but without following the official rules (2018, pp. 208-
311). Furthermore, how people perceive organizational politics is based on their personal views
about the level of selfish behavior in their workplace (Ferris, Parker, Iii, Mcallister, & Maher,
2018). Thus meaning, that everyone might see the influence of organizational politics differently,
depending on their experiences and observations of how others act in their job environment.
Organizational politics is undoubtedly a pervasive element in public HEIs. Although
organization politics encompasses several factors related to public HEIs such as, power
dynamics, resource allocation, the role of stakeholders and academic governance. Recognizing
that these are important aspects of organizational politics, for the purpose of my thesis I will just

focus on the impact of decision making to add to my theoretical framework.

A theoretical framework introduced by author James G. March, in his article “How
Decisions Happen in Organizations”, provides a foundation for understanding the impact of
organizational politics on decision-making within HEIs (March, 1991). March describes three
major theoretical approaches to organizational decision-making. First, he discusses decisions as
“Intendedly Rational Choices”, suggesting that decisions are generally made through rational
processes where decision-makers evaluate the potential consequences of their actions (March,
1991, p. 97). Second, March describes decisions as “Rule-Based Actions.” According to this

view, decision-making is primarily influenced by adherence to established rules and norms,
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known as a logic of appropriateness, rather than by assessing the outcomes of various choices
(March, 1991, pp. 104-105). Lastly, March introduces the concept of decisions as “Artifacts.” He
suggests that decisions are sometimes incidental outcomes of organizational processes, not the
primary focus (March, 1991). This approach asserts that decisions result from the intricate
interactions of networked relationships, the influence of time on organizational needs and
priorities, and the symbolic role of decision-making in shaping organizational identity and

navigating internal politics (March, 1991, pp. 107-111).

3.3 Organizational Politics within HEIs

Building on March’s framework I will assume VT as an organization in which
organizational politics influence decision-making, but I will replace decision making within this
framework with “actions.” These politics can determine the financial reaction that impacts
resource allocation, strategic priorities, and even the daily operational choices made at various
levels within the institution. March’s framework helps illuminate how these politics manifest

within HEIs, but more specifically VT:

Rational Actions: In the university setting of VT, actions may appear rational but are frequently
subject to pressures from various interest groups such as faculty, staff, students and external
stakeholders like government agencies or donors. This environment creates a complex landscape
where each action must navigate conflicting interests and the financial reaction of limited

resources.

Rule-Based Actions: Within VT there is existence of deeply ingrained traditions and norms that
can guide actions more strongly than straightforward rational analysis. For example, in the

context of the PIBB model, a rule-based action involves the allocation of financial resources and
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incentives based defined metrics of the model, such as student credit hours or research output.
The PIBB allocated budget to each college within the university is determined purely by the
model’s metrics. I would like to provide a scenario here to better explain my theoretical

approach:

Scenario: Suppose the College of Engineering generates a high number of student credit
hours due to its large student enrollment and array of popular courses. According to the
PIBB model’s rule-based framework, this college would automatically receive a sizable
portion of funding, strictly based on this metric. This action is rule-based because it
follows the pre-established norm with the PIBB, that funding should correlate directly
with student credit hours, regardless of other qualitative factors that might argue for a

different allocation.

While I would agree that rule-based actions can streamline decision-making and uphold
consistency and fairness in adhering to predefined metrics, I would also argue that it can also
overlook the financial reactions that are not in line with the model’s metrics. For instance,
smaller departments with lower enrollment but high research impact or community engagement
might find themselves underfunded because the strict metrics prioritize credit hours over other
contributions. This scenario shows how rule-based actions within the PIBB model can promote
efficiency and predictability but might also require adjustments or exceptions to address broader

educational goals and equity across departments.

Artifactual Actions: Decisions within VT are influenced by historical precedents, relationships,
and the symbolic needs of the institution. Again, I would like to provide a scenario to articulate

how artifactual actions occur within the context of VT and the PIBB model.
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Scenario: Let us say that the university has recently received a significant donation from
an alum who made their fortune in technology and is interested in fostering tech skills in
future generations. Simultaneously, the faculty in the computer science and statistics
departments have been pushing for more interdisciplinary programs that leverage their
research strengths. During discussions, the idea of a new Data Science program begins to
gain traction, more so as a means of aligning with the donor’s interests and uniting the
faculties of both departments under a new initiative. This action, while it fits into the
broader market demand for data science skills, is more immediately influenced by the
desire to capitalize on the donation and the existing internal faculty interests. It also has
the potential to symbolically position the university as a forward-thinking institution in

emerging tech fields.

In this scenario, the action to create the Data Science program acts as an artifact of
existing relationships (with the donor), faculty dynamics, and the symbolic capital associated
with innovative tech education. However, what is missing is the financial reaction of the future

financial stability of the program within the PIBB metrics.

Outlining the interaction of organizational politics within the decision-making
frameworks described by March offers hidden factors that could influence employee perceptions
of the PIBB model within VT. This framework also highlights the importance of considering
actions that have underlying norms, historical contexts, and political pressures that shape the

financial reaction, rather than viewing them solely as outcomes of rational deliberation.
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3.4 History of Virginia Tech’s Funding Models

Understanding the importance of employee perceptions of the PIBB model at VT, it is
also important to understand the historical fiscal cultural that has existed within the university
before and now after the adoption of PIBB. The following section puts this into perspective. At
VT, being a "land-grant university" transcends its historical significance. The university's
esteemed heritage, marked by substantial advancements and a drive that builds the belief, “that
education is a powerful tool for democracy, and that a high-quality education fosters a
community that is informed, engaged, and productive (Dooley, 2012).” Figure X visualizes
impactful milestones in the history of VT. These milestones are factors that have supported the

university’s success over time but have also introduced challenges of financial stability.

Figure 2: Historical Milestones in Virgina Tech History

1896 1944
Name Change to Virginia Renamed Virginia
Agricultural and Polytechnic Institute
Mechanical College and (VPI), recognizing its
Polytechnic Institute status as a university

2007

1970 Campus Tragedy: A
Officially Vicgini profound moment in the
cially Virginia : B
Polytechnic Institute and ;uu ;ztslgfs ed
State University fo;?s m:lgcax:)‘;su;:f ety
and mental health.
2014
Beyond Boundaries
Virginia Tech 2016
announces a long-term Adoption of PIBB
plan aiming for strategic
growth and innovation

Historically, the budgeting approach employed by VT leadership has been characterized

as a combination of a legacy and incremental model. While these two types of models are related
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concepts in budgeting, they are not exactly the same. Legacy funding refers to resources
allocated based on historical precedents or past funding levels. This approach often continues
year after year without substantial reevaluation to support current needs or performance.
Incremental funding, on the other hand, is a method where the current budget is based on the
previous year’s figures, with adjustments made by adding or subtracting funds to reflect minor
changes in the university’s goals, priorities, or financial position. This method involves small,
incremental changes to the existing budget, usually by increasing or decreasing the budget by a

certain percentage based on anticipated needs or revenue fluctuations.

While both methods rely on historical budgets as a foundation, legacy funding is more
about maintaining traditional allocations without much scrutiny, while incremental funding
involves regular adjustments (often modest) to reflect new fiscal realities and changes in the
mission and goals of the university. At VT, the combination of those two models implied that
every academic division within the university received an “allocation of funds determined by
their expenditures from the preceding year, along with any extra funds stemming from critical
need requests to the budget office that were granted (PC, March 21, 2024).” Problems that

started to occur overtime with this type of funding model is,

“One: inherent inflexibility of predictors on prior financial allocations, failing to adapt to
our needs and priorities. Two: there are no financial incentives for departments to seek
efficiencies or new revenue opportunities. Three: this model is ill-equipped for financial

downturns and making necessary budget cuts (PC, March 21, 2024)”.

Up until the 1980s, VT maintained a student funding rations of 70/30, 70 percent from
the Commonwealth of Virigina and 30 percent from the university (Edwards, 2015). In general,

funding for public HEIs in Virginia has, “declined 27.89 percent in constant dollars between
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FY2008 to FY2013 (Edwards, 2015, p. 1).” By FY 2000-2001, 41 percent of VT's revenue came
from state funds, with tuition and fees contributing approximately 20 percent (Edwards, 2015).
Over time, the funding landscape changed significantly, and by FY 2015-2016, tuition and fees
had become the primary revenue source for the university and on receiving 18 percent of revenue
from the state (Edwards, 2015). As a result, the adaptation of PIBB 1.0 was introduced in FY
2016-2017. Specifics of the PIBB model will be discussed later in Chapter 5, but it is important

to note here that even with the adoption of the PIBB model,

“The university continues to budget on an incremental basis. We look at what our overall
budget was for the prior year as a starting point for next year. Ear marked allocations for
academic units are allocated on an incremental basis, but each senior management also gets
allocations within the PIBB model and its metrics. The PIBB is just one piece of the budget

pie (PC, March 21, 2024).”

VT’s shift in adopting the PIBB model is not a sole reflection of the decrease in state funding,
but also recognizing that in the 10-year span from FY 2000 to 2015 VT’s expenditures grew

from $770M to $1.3B (Walz & Edwards, 2016).

Chapter 4: Methods
4.1 Research Approach
To understand and investigate my research question, I employed a mixed-methods design
incorporating semi structured interviews, VT’s Authorized Budget Document (ABD) from FY
13-23, VT’s University Data Commons Database (UDC) and political theory to comprehensively
explore the complex aspects of wheather stakeholder’s perceived that the PIBB model increases

unhealthy, internal competition between faculty, staff, academic colleges, and administrators
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within VT. Semi-structured interviews were conducted with key stakeholders, including
university administrators (AP Faculty), teaching and research faculty (T&R), staff, and other
relevant financial decision-makers. These interviews provided direct knowledge into accurately
understanding the budget making process at VT and differences or common perceptions among

VT employees.

4.2 Participants and Sample Selection

To gain insights into employees' perceptions of the PIBB budget model at Virginia Tech,
a purposive sampling approach was followed. My selection criteria were focused on employees
at VT that were directly involved in budgetary processes, individuals with experience working
under the PIBB budget model, individuals with minimal experience with the PIBB model and
representation from various departments, senior management areas and administrative levels.
This approach was to ensure a diverse representation of varies roles, employee classifications,

and senior management areas across the university.

Initial identification of participants was based on their senior management area. At least
two participants were selected based on their prior knowledge or experience at VT before the
PIBB model was introduced to VT FY 2016-17, at least once participant would have
considerable experience with the PIBB model, and at least one employee from a staff, T&R,
and/or AP faculty classification. Figure X shows the employee classification across employees
interviewed. It is important to note here that of the twenty interview invites sent to various
participants, six of them were sent to staff members, but only one staff member elected to

participate in an interview. I will expand on the in my limitation sections.
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Figure 3: Employee Classification of Interviewees
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Initial contact with potential participants was conducted through official university
communication channels, as well as utilization of professional networks within the university
community. Communication to participants contained clear information about the study's
purpose, their voluntary participation, and confidentiality assurances. By employing this
approach, my research was able to gather a comprehensive insight into how employees at VT

perceive and interact with the PIBB budget model.

4.3 Interview Collection Methods

Interviews.: Conducting semi-structured interviews allowed me to get specific questions
answers that directly pertained to my research question, but also allowed me the ability to answer
questions that arose from respondents that were also, if not more, crucial to my research findings.
Using open-ended questions with a combination of Likert scale questions allowed participants to
express their thoughts and experiences freely. Additionally, conducting semi-structured

interviews allowed me to construct questions around the participant’s level of knowledge on the
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PIBB and experience at VT. Each interview conducted aligned with my research question,
covering the PIBB budget model, experiences in budgetary decision-making, budget models
before the PIBB, changes in fiscal policy at VT, communication regarding the PIBB, political

influence, and perceptions of the PIBB increasing unhealthy, internal competition.

4.4 Ethical Considerations
As a researcher and an employee at Virginia Tech, the following ethical considerations
were at the forefront of my study. Each interviewer was informed of this conflict of interest prior

to the start of the interview session.

Conflict of Interest: As an employee at VT my role is the management, coordination, and
communication of activities in the areas of finance, human resources, facility, and administrative
operations within my area of responsibility. In this study, as a researcher, I aimed to gain a
deeper understanding of VT’s budgeting process and explore employee perceptions regarding the
potential for unhealthy internal competition among academic units due to the adoption of the
PIBB model. This study is solely for academic purposes and does not reflect or influence my role
as an employee. Findings will only be used to fulfill degree requirements and will not change or
be used to fulfil my job responsibilities as an employee at VT. My overall objective is to
disprove negative perceptions around the PIBB model at VT. Having this main objective at the
forefront of my study allowed me as a researcher to be impartial and avoid any bias that may

arise from my position within the institution.

4.5 Limitations
VT currently has approximately 8,547 full time employees (Virginia Tech University

Data Commons, 2024). Limited in resources, such as time and monetary support, it is impossible
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to conduct interviews with each employee. Interviews undoubtedly come with certain
drawbacks. “Respondents may provide responses that are self-serving or distorted and might
present their perspective as authoritative and objective, or even as uncontested, despite it being
biased or controversial” (Kapiszewski, MacLean, & Read, 2015, p. 197). Additional limitations
to consider when studying perceptions is the respondent providing socially acceptable answers
and the unpredictability to control for external influence. A single interview only offers a limited

perspective on the topic of interest and difficult to be generalize to all VT employees.

4.6 Variables and Measuring Perceptions
My investigation into employee perceptions of the PIBB model at VT is structured
around the measurement of several variables derived from my theoretical framework and

empirical data gathered through semi-structured interviews. The primary variables include:

Table 3: List of Variables

Variable Type ‘ariable Name Description

Measured through employee responses to interview
questions. Those questions combined attempt to assess how
emplovees perceive the PIBB model and its impact at the
vniversity. Additionally, my interviews questions attempt to
understand if there are differences in perceptions by
emplovee class and senior management area

Measures the employee’s perception on the extent to which
SUB-DV Internal Competition the PIBB model fosters a competitive or collaborative
environment.

Changes 1n Fiscal Measures perceptions related to modifications in fiscal
Policy procedures and financial policies at the umversity.
Investigates employee’s perception on the effectiveness of
SUB-DV Communication information dissemination about the PIBB model within the
institution.

Investigates employee’s perception on the influence of
SUB-DV Political Influence political dynamics on budgetary actions involving the PIBB
model.

Measures difference or common perceptions among
employees solely on the model itself

Classification of emplovee mterviewed; Staff, Teaching &
IAY Employee Class Research Faculty (T&R), or Admmmstrative & Professional
Faculty (AP).

This variable indicates the academic area of the employee to
indicate between the hard sciences and the social sciences
Measures the level of involvement, responsibility, and
exposure with the PIBB model at VT.

Note: DV= Dependent Variable; IV= Independent Variable

DV Employee Perceptions

SUB-DV

SUB-DV PIBB Model

v Academic Area

v Financial Experience
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Interview questions contribute to the measurement of perceptions and the relationship of
my independent variables with my dependent variable. All together the interview questions are
structured to obtain comprehensive analysis into how the PIBB model is perceived within the
university. They cover understanding, effectiveness, inclusivity, transparency, and satisfaction.

The purpose of each question will be defined more in depth in the following chapter.

Chapter 5: Discussion of Findings
5.1 Understanding How the PIBB Model Works
The PIBB Model at VT is a strategic approach to aligning the allocation of financial
resources with the university's performance metrics and strategic priorities. Its primary focus is
on student credit hours and enrollment, which represents the most significant share of the

budgetary focus. The PIBB model is designed to address two primary objectives:

Funding Structural Activities: “By allocating resources based on performance indicators,
such as student credit hours and enrollment, the PIBB model aims to support the foundational
activities of the colleges. This ensures that essential academic operations are adequately

financed (Person D, March 21, 2024).”

Incentivizing Alignment with University Goals: “A portion of the budget is earmarked for
incentivizing activities that support the university's broader goals, such as research and
scholarship. This encourages colleges to engage in activities that contribute to the university's

strategic initiatives and academic excellence (Person D, March 21, 2024).”

The model operates on an 85/15 split, with 85 percent of the budget focused on student
credit hours and 15 percent on research and scholarship activities. Of the 15 percent,

approximately 10 percent is allocated based on research and scholarship activities, and 5 percent
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is earmarked for faculty fellowships, book publications, citations, and postdoctoral positions.
Rates for instructional costs are determined by an average cost calculation that considers several
factors, including the level of instruction (lower division, upper division, master's, doctoral),
instructor type, salary averages, number of classes, and section sizes. “Rates are aggregated at a
university level to come up with a direct cost per student credit hour, which is then used within
the budget model to set the instructional rate (Person D, March 21, 2024).” The distribution of
resources under the PIBB model is flexible and can differ each year, adapting to the actual
activities and needs of the colleges. The PIBB model's budgetary framework allows for
autonomy at the college level while maintaining a central strategy of incentivizing performance
and growth, ensuring a balance between funding immediate operational needs, and supporting

long-term strategic goals.

When looking at the Authorized Budget Document (ABD) the PIBB model is just a small
piece of the overall budget for VT. Even more so it is only one piece of the budget allocation
methods given to each senior management area. Looking at the ABD document for FY 2023-24,
out of the university’s total budget of approximately $2 billion, only $700 million is being
funneled through the PIBB model (Person D, March 21, 2024) (Office of Budget and Financial
Planning, 2023) (see figure x). In addition to the PIBB model, each senior management area is
given a percentage of ear marked allocation that consist of program fees, graduate tuition
remission, special session (winter and summer course offerings), enterprise programs,
destination areas, equipment trust funds, self-supporting degrees, course fees, and other (Person

D, March 21, 2024).
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Figure 4: Snapshot of FY23-24 VT ABD Document Pg. 17

Consolidated Operating Budget Components

Virginia Tech
FY24
Educational and General (E&G) Other University Division Programs |
Total Appropriated
Operating University CE/AES Augxiliary Sponsored Student
Budgets Division (208) Division (229) Total Enterprises Programs Financial Aid Other
Revenues *
General Fund $397,347,425 $251,675,996 $89,040,675 $340,716,671 $19,388,544 533,593,136 $3,649,074
—32% — 2505 B4.1% 30.6% 4.5% 56.9% 22.6%
Tuition and Fees 952,523,071 700,363,855 I 0 700,363,855 235515207 16,644,009
46 0% fag% 0.0% 62.9% 51.7% 331%
Federal Funds 15,646,687 0 15646687 15,646,687
0.8% 14.8% 1.4%
Sales and Services 222,143,331 2,528,000 0 2528000 219615331
10.7% 0.3% 0.0% 0.2% 48.3%
Sponsored Programs 415,914,563 0 0 0 415,914,563
20.1% 0.0% 0.0% 0.0% 95.5%
All Other Income 66,985,627 53,324,907 1,129,000 54,453,907 12,531,720
3.2% 5.2% 1.1% 49% 77.4%
Total Revenues $2,070,560,704 $1,007,892,758 $105816,362 $1,113,709,120 $455,130,538 $435,303,107 $50,237,145 $16,180,794
100% 100% 100% 100% 100% 100% 100% 100%
Expenditures 2,052,362,564 1,007,892,758 105,816,362 1,113,709,120 436,932,398 435,303,107 50,237,145 16,180,794
Planned Change in Reserve
Reserve Drawdown/(Deposit) (18,198,140) 0 0 0 (18,198,140) 0 0 0
Net Total $0 $0 $0 $0 $0 $0 50 50
Notes:

a) percentages reflect revenues by revenue classification within program areas

It is also important to note that among eight senior management areas that receive

funding through the PIBB model, the average among them is approximately 65 percent of PIBB

allocation in their total funding model in FY23-24 (Person D, March 21, 2024). This average is

accompanied by an average of approximately 35 percent of funding that is funneled through ear

marked allocations to the eight senior management areas. I point this out because based on

interactions with VT employees it is a misperception that the PIBB is the only source of funds

for senior management areas, especially those not directly involved with the financial aspect of

the university, see figure X below.
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Figure 5: PIBB Allocation by Senior Management Area in FY23-24

Partnership for an Incentive Based Budget (PIBB)

Major College E&G Budget Components

Fiscal Year 2023-24 College Budget Allocations

mEarmarked

'
]
]
]
]
i
i
i
i
i
P I B B : Allocations
I
Allocation Components | =PIEE
1 Student Credit Hours ! Allocations
Allocatlon Enrollments !
. Research & Scholarship !
Performance Funding i 2 ©° o®
' o (S
1
i
H PIBB Allocations $316,100,867  65.02%
i Earmarked Allocations
; VA/MD College of Veterinary Medicine 42,069,947 8.65%
! Program Fees 37,724,424 7.76%
} Graduate Tuition Remissions 24,497,684 5.04%
Earma rked Al on G . | Special Sessions 19,314,744 3.97%
. Mﬁ’q""ﬁ H VT/Carilion School of Medicine 15,816,012 3.25%
AI IO Ca tlo ns Direct Reven.ue - hann_g H Distance Learning/Enterprise Programs 10,421,363 2.14%
Program Specific Allocation i Destination Area Funding 3,108,828 0.64%
Strategic Priority Fundin i d -
Directed Funding J v 4 i Equipment Trust Fund 4,376,454 0.90%
! Self-Supperting Degrees 2,256,014 0.46%
| Course Fees 1,805,703 0.37%
| Other 8,637,843 1.78%
H Total Earmarked Allocations 170,029,016 34.98%
] Total College Budgets $486,129,883  100.00%

The remainder of this chapter will go in depth into my interview questions with
employees and key findings pulling quotes from employee responses to bring my research
question, theory, and findings together. My selection of quotes is based primarily on their
relevance to my research question, but also on contradictions to each of my hypothesis where
they existed versus including everything each employee said. For example, I have used quotes to
illustrate differences in perceptions among employees about the PIBB model, focusing on those
that specifically address each of my core questions. Using a logical progression approach, I
present individual responses and then synthesize these into a summarization of common and
differences in opinion of each core question (Kapiszewski, MacLean, & Read, 2015). This
approach is to help illustrate how each individual employee’s perceptions contribute to or
contrast with each of my hypotheses. Additionally, this method is to add clarification of the

PIBB model's effectiveness and the internal competition it fosters.
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Summarization within each core question aids in providing evidence that does or does not
support my overall research question. The summary for each question also allows for integration
of diverse viewpoints on the potential impacts of the PIBB model at VT. My approach allows me
not only to relate quotes to my theoretical framework, but to align with academic standards for
qualitative research, where thematic synthesis is crucial for drawing meaningful conclusions
from varied data sources (Kapiszewski, MacLean, & Read, 2015). This structured approach aids
in ensuring clarity and consistency within my thesis, enabling readers to follow the logical
progression of my arguments and understand the implications of my findings. To reiterate my

hypotheses, they are:

Null Hypothesis (Hoi): There is no difference in the perception of the PIBB model at VT
between employees in the social sciences and those in the hard sciences.

Null Hypothesis (Hoz2): There is no difference in the perception of the PIBB model at VT
between Teaching and Research (T&R) faculty and Administrative Professional (AP)
faculty.

Null Hypothesis (Hos): There is no difference in the perception of the PIBB model at VT

depending on an employee’s level of experience and understanding of the financial
process.

5.2 Core Question 1: Understanding of PIBB
When respondents were asked, how would you describe your understanding of the PIBB

model? Employees acknowledged the following in quote when asked core question 1:

“My knowledge is consistently evolving into order to grasp a full understanding of the
PIBB model. The model’s metrics of—student credit hours, differentiation of course
levels, and premiums for specific course types—uniquely impacts our college versus

other colleges (Person A, March 15, 2024).”
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“There are tensions arising from PIBB’s centralized nature—a stark contrast to
academia’s decentralized tradition—exposing the disparities in the model's impact on
different colleges and probably the acceptance across the university (Person C, March 20,

2024)”

“My understanding of the PIBB model is limited. I perceive it mainly as a revenue-
sharing system based on the teaching level of courses, where each college receives a

share of the revenue generated (Person F, March 18, 2024).”

“The PIBB model is a departure from previous budgeting practices, with a philosophy on
identifying the 'smallest cost unit' to allow administrators to apply stimuli and manage the
everyday running of the university even more. The PIBB model aims to incentivize
performance, yet it also presents challenges, such as insufficient research recognition and
potential conflicts with the independent culture of academia (Person B, March 19,

2020).”

“My understanding of the PIBB model is that allocations flow from the university to the
college level and then to individual departments, with each entity taking its share. The
percentages allocated to departments are influenced by factors like student numbers and
research grants. Our college pushes the PIBB model to the department level, granting

department heads a degree of autonomy in managing funds (Person H, April 10, 2024).”

Surprisingly, there was little to no difference in interviewee’s understanding of the PIBB
model between academic areas of the sciences and social sciences. However, there were some
notable differences in how employees of various classifications and roles perceived the PIBB

model, although these differences were not unexpected. Core question 1 was designed to
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illustrate the complex nature among employee’s knowledge of and the perceptions of knowledge
regarding the PIBB model. This complexity made it essential to gauge each employee's
perception or misconceptions, which was influenced by their perception of knowledge about the
PIBB model. While some interviewees had a strong understanding of PIBB’s operational

mechanics, others felt less affected by or involved with the intricacies of the model.

Core Question 2: Transparency of PIBB

When respondents were asked, in your opinion, how transparent is the communication regarding
the PIBB budget model within the institution? Employees produced varied responses with the

following in quote when asked core question 2:

“The communication is an improvement over the previous budget model that existed at
VT. Before it was basically who could get to the room full of money first with the largest

shovel (Person G, March 22, 2024).”

“My perspective is grounded in experiences with our dean’s communications, which I
think are transparent. However, I can see where transparency is blurred in
communications on potential "loopholes" and strategic financial maneuvering within the
model that might point to a need for an increased level of understanding among higher
administration, but I personally do not seek out additional knowledge or communication

regarding the PIBB model (Person F, March 18, 2024).”

“I have skepticism about the PIBB model's transparency and its alignment with the
academic nature of the university. The model is deeply rooted in business management
theories, and I am concerned about applying such a business-oriented approach to our

educational institution (Person B, March 19, 2024).”
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“There is clarity in communication about the PIBB model, particularly commending the
detailed budget letters from the provost. However, staying proactive in the University
Data Commons aids my understanding and ability to navigate the PIBB model metrics

(Person A, March 15, 2024).

“We have an exceptional level of transparency within our college, which is aided by a
platform that allows visibility into budget allocations across our entire college. There is
an open and accessible flow of budget-related information allowing all responsible
parties within each unit to see one another’s PIBB allocations and it works well (Person

H, April 10, 2024).

Using transparency of communication to measure an employee’s perceptions of the PIBB
model, where a higher perception of transparency is consistent with a positive perception and a
lower perception of transparency is consistent with a negative perception of the PIBB model.
The collective perception from interviewees is inconsistent with all three of my hypotheses, in
which I can reject my null hypotheses and accept the alternative; there is a difference in
employee perception of the PIBB model based on their academic area, employee classification,
and level of financial experience within VT. While some stakeholders experience clarity and
effectiveness in communication regarding the PIBB model, others encounter gaps in
understanding or philosophical misalignments. The transparency of the PIBB model is perceived
differently across various academic colleges and employee classifications. Evidence of this is
supported by direct quotes from employees, G, F, A, B, and H. Indicating to me, as the
researcher, that while information is available, its accessibility and the degree of engagement
with it may vary. Core question 2 demonstrated that there is a general agreement on the

structured nature of the PIBB model, with detailed documentation available to those who seek it;
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skepticism about the suitability of a business-centric model for an academic setting exposing a
tension between managerial efficiency and educational values; level of transparency and
understanding required seems to be more dependent on one's role within the university and

academic area.

5.3 Core Question 3: Communication Down the Chain

When respondents were asked, from your perception, do you think it is important for
communication and understanding regarding the PIBB to occur "down the chain”? Each
employee was prompted with an example such as departments chairs/heads, school directors,
and/or departmental business managers and fiscal technicians. One respondent went as far to say

in response to core question 3 in quote:

“You can hang out with the curriculum people. You can hang out with the finance
people. You can hang out with the department head. And that's not to say you need to
learn how to be a physicist, but it means that you can help the physicist. Understand their
role in the administrative world. You can be a friend and when you need to be, you can
be a friendly critic. That type of exposure in a financial role is brilliant, because that

positions them to be a utility player (Person C, March 20, 2024)."

In addition to core question 2, core question 3 was used as another way to measure an
employee’s perceptions of the PIBB model. Where a higher perception of a need for
communication and understanding down the chain is consistent with a negative perception of
PIBB. Alternatively, a lower perception of need in communication and understanding of is
consistent with a positive perception of the PIBB model. The reasoning behind the coding of

perceptions within in core question 3 is ground in evidence in employee’s response and their
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level of trust with the model. Lower levels of trust and understanding in the model were
associated with a negative perception of the model and a higher perception of need for
communication and understanding down the chain. Alternatively, a higher level of trust was
correlated with a lower level of perception for the need for communication and understanding

down the chain and a positive perception of the PIBB model.

Inconsistent with all three hypotheses, there was a clear difference in perception on the
importance of communication and understanding of the model down the chain. With the most
apparent difference between the sciences and the social sciences. The following four key points

were a by-product of core question 3.

Transparency and Communication: Interviewees discussed that a critical aspect of the
PIBB model is its complexity, and it is imperative for transparent communication not just at
upper echelons of university administration but also towards lower level of administration. My
discussion with various employees suggests that while deans and assistant/associate deans have
been the primary audience for communications regarding the PIBB model, there is a growing
effort to include departmental leaders and financial staff. This inclusion is, “crucial as it equips
those who operate daily within the budget framework with the information necessary to make
informed decisions that align with both departmental needs and the overarching university

objectives (Person A, March 15, 2024).”

Three of the respondents indicated challenges in aligning student credit hours with
instructional costs and managing operating dollars, which are particularly pronounced in
departments that may struggle due to the types of courses they offer and caps on enrollment

numbers. This disparity underscores the need to, “keep the chain of budget information across all
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levels transparent to ensure that unique challenges of various departments receive, within reason,

equitable resource distribution (Person A, March 15, 2023).”

Understanding Versus Implementation: Another layer of complexity in the PIBB
model's application is, “the distinction between understanding the model and agreeing with its
principles (Person C, March 20, 2024).” This same employee did not perceive the need for
communication and understanding of the PIBB model down the chain but getting those to down
the chain to agree with the model. Possibly indicating that regardless of communication and
understanding the models may not ever be accepted in practice by some employees. My
discussions with employees are consistent with this, indicating those who understand the PIBB
model might resist its implementation if it conflicts with their perceived academic or operational
principles. This resistance suggests a gap between the model's theoretical understanding and its
practical acceptance. These findings are consistent with Zaller’s RAS model in which resistance
occurs when new information conflicts with previously held predispositions (Zaller, 1992). This
resistance suggests a gap between the model's theoretical understanding (its intended efficiency

and alignment with global standards) and its practical acceptance.

Faculty and Staff Engagement: One interviewee brought to my attention the broader
implications of the PIBB model for syllabus design, student retention, and research planning.
They point out the challenges posed by the model's complexity and the perceived opacity in its
broader implications, which can, “disrupt the academic process as faculty and staff struggle to
align their activities with shifting university priorities (Person C, March 19, 2023).” Indicating
that the universities’ action to adopt the PIBB model is potentially resulting in increased cost

(financial reaction) in employee retention and recruitment due to employee turnover. The ability
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of an employee to strategically position control between this action and reaction, again holds the

power of their success or failure at VT.

Operational Awareness and Strategic Planning: It is important to note that consensus
among respondents whose senior management area holds the PIBB model at the college level

their perception was that communication “down the chain” was important.

However, one employee whose role is within a senior management area in which the
PIBB model is pushed to the departmental level stated that, “while a general understanding of the
PIBB model is important, the intricacies may not be necessary for everyone involved. A
communication approach that supports a level of awareness that enables effective participation in
the model's application, but without necessitating deep expertise in its finer details (Person H,
April 10, 2024). This is quite different from another employee’s perception that emphasizes the
importance of understanding the PIBB model for faculty, staff, and administrators and, “believes
a comprehensive grasp of the model at all levels could help the university community respond
more effectively to the administration's directives and adapt to changing priorities (Person J,
March 19, 2024).” While both Person H and Person J are T&R faculty their level of financial
experience differs within the university, as well as their academic discipline (hard sciences vs.
social sciences). Employee G, AP faculty with high level of financial experience within the hard
sciences also had differences with Person H and J regarding core question 3 and in quote stated,
“understanding the PIBB model would be crucial if departments were held accountable for
specific metrics. However, since the PIBB model's accountability does not extend down to the
departments within my college, I question the added value of understanding the model for those

at the lower levels as I think it might introduce unnecessary tension and anxiety.”
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5.4 Core Question 4: International Competition

Employees were initially presented with the first part of Core Question 4, asking, what
aspects of the PIBB model do you believe are effectively supporting the university's mission and
goals? Subsequently, they were asked, are there areas within the PIBB model that you feel might
be hindering the achievement of the university's mission and goals? 1 deliberately started with
the positive question to avoid any negative biases that might influence their views on the
effectiveness of the PIBB model. This approach yielded a wide range of perceptions and
responses which is inconsistent with all three hypotheses. With the most apparent difference

between the sciences and the social sciences.

Effective Support by the PIBB Model: While the PIBB model, “induces a certain
degree of internal competition, it does not significantly impact collaborative dynamics within our
college due to strong collegial relationships among directors and department chairs. Programs
within our college can leverage their position to influence PIBB allocations, which, in a positive
light, drives departments to enhance their offerings and attract more students (Person A, March
15, 2024)”. The one employee whose senior management area pushes the PIBB model to the
departmental level responded that, “our department has more flexibility in our spending power.
For example, hiring adjunct faculty to teach specialized courses to enhance our educational
offerings for students (Person H, April 10, 2024).” This was not a common perception among
other employees, indicating a difference in employee perceptions across senior management
areas depending on if the PIBB is pushed to the departmental level or not. This response
prompted me to insert a supplemental question to ask Person H, “Do you have a perception on
the impact of temporary or adjunct faculty on the quality of education being offered by your

department? They noted the following:
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“I would like to say that while there is a risk of over-reliance on adjuncts, strategic hiring
can mitigate this risk. With our department we emphasize the importance of maintaining
continuity and investing in adjunct faculty who are committed to VT, but also our
department. I think this is how we can ensure a high quality of education (Person H, April

10, 2024).”

Additionally, they highlighted the need to integrate adjunct faculty into the departmental
faculty meetings. Even if they “do not attend department meetings regularly, it helps foster a
sense of belonging and inclusion for the adjunct (Person H, April 10, 2024).” Most of the
employees’ perceptions indicate that the PIBB model gives the university the ability to align
actual cost of instruction with tuition and fees revenue stream, maximizing revenue to cost.
Ultimately, providing financial stability, while reducing financial waste to be repurposed for

things such as the VT Advantage or expanding campus locations.

Challenges and Hindrances: Perceptions of employees regarding the hinderance of the
PIBB model on VT’s mission and goals were more focused on critical issues surrounding the
PIBB model’s implementation. One employee stated that, “financial pressures often overshadow
academic priorities, where the model is used as a weapon and so you wind up with adults
fighting over whether they are going to get Oreos or chocolate chip cookies for lunch. The
fighting happens around the margins. We should be more sophisticated than that at VT (Person
C, March 20, 2024).” One employee raises concerns that the PIBB model is, “encouraging
students to shop for the easiest classes, as the model primarily measures enrollment numbers
without addressing the quality of education (Person J, March 19, 2024).” More discussions with
employees indicated perceptions of disparities in compensation across departments, pointing out

the inequities that can affect faculty morale and financial stability. The lack of, “guaranteed
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funding for graduate students for example leads to uncertainty and competitive tensions, which
could hinder the university's mission to foster a nurturing and supportive educational atmosphere

(Person C, March 20, 2024).”

Contradictions within the PIBB model is another theme among employee perceptions
regards the PIBB model’s hinderance on VT mission and goals. Centralization efforts by the

college level:

“Contradict the decentralizing force of the PIBB model. The PIBB model is intended to push
responsibilities and incentives down to the lowest units, while the college is simultaneously
drawing up control over web pages, social media, and IT, which are crucial tools for

departments to advertise and maximize profitability under the PIBB model (Person B, March

19, 2024).”

Misalignment of Administrative Operations: Part two of core question 4 indicated that
negative perceptions of the PIBB among employees are potentially be influenced or associated
with administrative operations experiences such as marking, curriculum software, information
technology and staff support. While core question 4 exposed positive impacts of the PIBB
model, there was also frustration and negative perceptions among employees suggesting that
VT’s strategic initiatives are not adequately supported by the current administrative
infrastructure. As one employee indicated, “there is a need for a reassessment of how the PIBB

model aligns with the VT’s mission and goals (Person B, March 19, 2024).

Based on my overall findings from each interview, [ would argue that while the PIBB
model aims to incentivize performance and optimize resource allocation, its implementation may

inadvertently be fostering competitive behaviors that are generating negative perceptions among
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employees and misalignment with the fundamental goals and mission of VT. Performance
metrics, such as student credit hours, might prioritize quantity over quality, potentially leading to
a decline in our educational standards with VT if not carefully managed. This finding would
indicate that employees’ perceptions are dependent on the implementation of the model and not

the PIBB model itself.

5.5 Supplemental Questions

Other questions were prepared if responses to my core questions necessitated further
exploration. This method was strategically used to better uncover potential biases during the
evaluation of the PIBB model's negative impressions among employees. When employees
referenced specific terms such as administrative processing, tuition rates, enrollment caps,
delays, inadequate staffing, or policy and procedures, it prompted a deeper inquiry of

questioning. For instance:

A. Supplemental Question 1: Given the PIBB model's role in offsetting reduced state funding,
how do you foresee the evolution of policies and procedures at VT? This question was aimed
to add an additional measure of employee’s perception of the PIBB model, where a negative

perception was consistent with the need for changes in fiscal policy and a positive perception

was consistent with no need for changes in fiscal policy.

B. Supplemental Question 2: What is your perception on involving internal stakeholders,
including senior management area deans and departmental leaders, in decisions regarding
future adjustments to VT's tuition fees? This question was targeted to employees who had

expressed difficulties in succeeding within the PIBB framework in their respective academic
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areas due to a lack of control over tuition rates and the caps on new undergraduate

enrollments.

Given that each employee did not receive each of the supplemental questions, it is
difficult to make inferences on my hypotheses. However, that are various perceptions for the

employees who did receive supplemental questions that are worth noting.

Out of the ten employees interviewed, six were asked supplemental question 1, only one
employee was asked supplemental question 2 and 3 were not asked either question. My
discussions with the employees underscored how reactive state political decisions, educational
funding, and tuition rates are to one another. For instance, the one employee who received
supplemental question 1 stated that, “the balance required to maintain tuition affordability while
meeting revenue demands through the PIBB model will be challenging moving forward (Person
A, March 15, 2024).” The same employee pointed the role of course fees in generating revenue
for programs, “especially where tuition rates are tightly controlled or PIBB allocations cannot
fully cover operational costs (Person A, March 15, 2024).” Employees expressed concerns over
the financial pressures on faculty, criticizing the push towards additional teaching sessions to
secure funding (Person E, March 20, 2024).” There was also recognition of the influence of the
PIBB model on potential policy and procedural changes, “the need for adaptive policies that
support institutional goals while acknowledging the unique needs of our academics and research

programs in inevitable (Person C, March 20, 2024).”

Further discussion of my supplemental questions outlined a disconnect between the
university's aspirations for globally competitive programs and the practical support for faculty to
aid in this aspiration. “The encouragement for faculty involvement in enriching student

experiences is not matched with coherent support,” as indicated by one employee around points

57



on administrative burden (Person B, March 19, 2024). Without substantial support mechanisms,
stakeholders may be disincentivized from participating in the mission, goals, and strategic
initiatives of VT. Two employees expressed a desire for more flexibility in fiscal procedures to
support departmental efforts that align with the PIBB model's objectives. The collective
perceptions of employees suggest that an in-depth review of fiscal policies could support the
university’s mission and goals for the long run. As one employee put it, “the university needs to
work out the contradictions between our mission and our financial measurements (Person J,

March 19, 2024).”

5.6 Political Influence, and Satisfaction Questions
The final set of questions in my interviews with the 10 VT employees were centered
around if the employees perceived an influence of politics and how satisfied stakeholders were

with the PIBB model.

Table 4: Political Influence & Satisfaction Questions

Question Question

Variable Name

On scale from 1 to 3, 1 being there is no influence and 5 being there 1s
sigmificant influence, how would you rate the influence of politics on
financial decisions at Virginia Tech?

How would vou rate the overall satisfaction or dissatisfaction of

Scaleq2 stakeholders with the PIBB model? 1 being they are extremely dissatisfied
and 5 being they are extremely satisfied.

o Do vou consider political party (Democratic/Republican) affiliation having
Politicalgl effects on budgetary decisions on state funding for higher education in the
Commonwealth of Virginia?

Do vou also consider political party (Democratic/Republican) affiliation
Politicalg2 having effects on budgetary decisions made within Virginia tech regarding
the PIBB Model?

Scaleql

Do vou consider there to be a difference among political parties when it
Politicalg3 comes to budgetary decision around the PIBB model between the sciences
and social sciences?

Employee responses suggest a neutral perception on the influence of politics on financial
decisions at VT. Indicating that while employees recognized that political differences exist
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within the university, in general they did not have strong perceptions either way on the influence
of politics on financial decision making at VT. The, “varying political landscapes of states like
Virginia are factors that influence the degree of political involvement in financial decisions

(Person A, March 15, 2024).”

When looking at stakeholder’s satisfaction with the PIBB model I think it important to
note that there were differences among AP and T&R faculty across different senior management
areas. This is inconsistent with Hor and Hoz. I also noticed that depending on the level of
proximity to and understanding of PIBB model indicated how the employee perceived other
employee’s satisfaction with the PIBB model. The closer their role was involved with the PIBB
model the higher the satisfaction they perceived stakeholders to have. Satisfaction ratings were

lower among employees in the social sciences compared to the hard sciences.

Figure 6: Employee Perceptions of Political Influence & Satisfaction
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To better understand the overall perception of employees based on the effect of political
affiliations on budgetary decisions at the state, university, and academic levels, I generated an
average measure variable that combined politicalql, politicalq2, and politcalg3 indicated in table
X. Employees were instructed that this was a yes or no question, where I assign a 1 if their
response was yes and 0 if the response was no. Additionally, “n/a” was assigned if an employee
indicated that they preferred not to answer or I was unable to ask that question in my interview
with them. N/As existed for 2 AP and 1 T&R faculty employees. These employees were
removed from the new variable. Figure X visualizes a neutral perception of political influence
among employees, with a slight average difference between the employee classification.

Indicating a potential inconsistency with Hoa.

Figure 7: Employee Perceptions of Political Party Influence
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However, it is also important to depict the differences between yes and no for each

political party affiliation question. As shown in Figure 7, you see a difference in employee’s
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perceptions from a state level to the academic level. Eight employees answered yes when asked
about the effects of political party affiliation on budgetary decision at the state level for higher
education, which is what I would expect to see. Inconsistent with Hoi, there were differences in
the perception of political party affiliation effects on budgetary differences between the hard

sciences and social sciences within VT.

In addition to a yes or no response to my political party affiliation questions, some
employees did provide additional context to their answers. Similar comments were made when
asking employees about their perception of the effects of political party affiliation with the PIBB
model. Those comments were focused on the challenges and operational shifts induced by the
PIBB model, which indicated that political party affiliation does not directly influence the
fundamental financial policies under the PIBB model, suggesting a “bipartisan view of treating
the university as business entity” (Person J, March 19, 2024). A general antipathy toward the
social sciences from both political sides, potentially due to the challenging questions raised by
these disciplines. One employee believes that differences in funding between hard sciences and
social sciences are, “more influenced by the individual’s background, rather than political party
affiliations directly (PC, April 10, 2024).” Overall, these questions indicate that while political
influences are perceptible in the financial and administrative spaces within VT, the exact impact
varies by context and individual perceptions which is inconsistent with all three hypotheses if an

employee’s perceptions of the PIBB model is influence by political party affiliation.

61



Figure 8: Overall Employee Perceptions of Political Influence
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5.7 Summary of Analysis

The responses to Core Question 1 illustrate a spectrum of understanding among the
employees about the PIBB model, which ranges from viewing it as a simple revenue-sharing
system to recognizing its impact on resource allocation across different colleges. The differences
in understanding stem from direct interactions with the model’s application within their specific
roles, signifying the complexity of the PIBB model and its varying impact across different

academic units and employee classification.

e Person A and Person F indicate an evolving or basic understanding of the model’s
metrics and revenue distribution.

e Person C and Person B highlight the tension and potential conflicts introduced by the
model's centralized nature and its departure from traditional academic practices.

e Person H discusses the operational nuances and the delegated autonomy at the
departmental level, suggesting a deeper engagement with the model’s administrative
aspects.

These responses indicated inconsistencies with each of my hypothesis. Presuming that the level
of understanding the PIBB model will influence their overall perception of the model.

Perceptions of the PIBB model are shaped by the roles and direct experiences of the employees,
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as well as by the specific impacts of the model's metrics on their respective units providing

support to accept alternative hypotheses.

Core Question 2 responses on the transparency and communication regarding the PIBB
model varied significantly among the respondents, affecting their overall perception of the

model:

e Person G and Person A perceive improvements in transparency compared to previous
models.

e Person F and Person H note satisfactory levels of communication within their domains
but acknowledge potential gaps in broader administrative transparency.

e Person B expresses skepticism about the model’s alignment with the academic mission of
the university, indicating a dissonance between managerial practices and educational
values.

While some stakeholders experience clarity and effectiveness in communication, others
encounter significant gaps that could hinder their full acceptance and integration of the PIBB

model into their operational reality with VT.

Responses to Core Question 3 underline the importance of communication extending
'down the chain' to ensure all stakeholders are well-informed and can align their operations with
the PIBB model effectively. The varied perceptions on the necessity of this communication
suggest a division based on trust in and familiarity with the model. As well as inconsistencies

with all three of my hypotheses.

e Person C talks about the potential for financial roles to bridge gaps between
administrative and academic functions, advocating for enhanced interaction across
different university roles.

e The recognition of the need for transparent and inclusive communication strategies across
all levels of university administration indicates a critical approach to handling the
complexities introduced by the PIBB model.

The responses gathered from Core Question 4 on employees’ perception regarding the PIBB

model's alignment with the university's mission and goals illustrates how the PIBB model, while
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designed to optimize resource allocation and enhance performance, is perceived in varied ways

depending on the individual's role, the level of implementation within their specific academic or

administrative sector, and their direct experience with its outcomes.

Person A and Person H note the model's capacity to drive departmental enhancements
and flexibility in fiscal management, which are seen as aligning well with the university's
goals of improving educational offerings and adapting to budgetary needs.

The model's ability to align the actual cost of instruction with revenue streams is
acknowledged as a strength, contributing to financial stability, and potentially enabling
reinvestment in areas like the VT Advantage or campus expansion.

These perceptions suggest that the PIBB model can effectively support some of the
university's strategic goals, particularly in terms of fiscal management and operational
flexibility, which are crucial in a competitive academic environment.

However, several respondents highlighted significant concerns that suggest the PIBB model may

also hinder the university's mission in key areas:

Person C and Person J express concerns about the model's focus on financial metrics over
academic quality, suggesting it encourages behavior that might degrade the educational
environment, such as prioritizing easy courses to boost enrollment numbers.

The lack of guaranteed funding for critical academic functions like graduate student
support is seen as creating uncertainty and competitive tensions, which are
counterproductive to fostering a nurturing and supportive educational atmosphere.

Person B raises issues regarding the contradiction between the model's decentralizing
intent and the centralization of control over resources like web pages and IT, which are
essential for departmental marketing and engagement.

While the PIBB model is structured to incentivize performance, it may do so at the

expense of the university's broader educational and cultural goals. The focus on quantifiable

metrics like student credit hours, without adequate consideration for the quality of education or

the well-being of the academic community, could potentially undermine the integrity and

effectiveness of the educational process.
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Chapter 6: Conclusion

My thesis offers an introduction in analysis on the impacts of employee perceptions in the
success of the PIBB model at VT. The research findings indicated how financial models
indirectly affect employee’s perceptions regardless of if they are aware of them or not, shifting
the internal dynamics of the institution. Particularly in terms of fostering unhealthy, internal
competition and diverging the university from its core mission and strategic objectives. The
importance of these findings lies in their ability to highlight the actions of academic priorities
and financial reaction of incentives. It has been demonstrated that while the PIBB model aims to
optimize resource allocation and enhance performance through specific metrics, it also
introduces challenges within VT. The remaining sections of this chapter will outline my
interactions with employees’ matters, next steps to further the research, and conclusion of my

thesis.

6.1 What does this mean for Virginia Tech?

Growing up, VT was not just a university to me; it was a cherished family tradition that
has been woven into the fabric of my identity for generations. As a proud member of a family
with a century-long history at VT, I have dedicated the past 8 years to establishing my credibility
and work ethic within this institution. My journey at VT has provided me with invaluable
institutional knowledge, rooted in the experiences of an extensive line of family members who
have served the university with dedication and pride. However, as we move forward, I recognize
the need for our infrastructure to evolve to keep pace with the dynamic demands of our
workforce, research endeavors, and strategic objectives. With a deep understanding of both the
traditional bureaucracy at VT and the need for responsiveness in decision-making, I am

committed to supporting leadership in navigating this transition while ensuring compliance
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standards and delivering quality education that is financially stable. While I recognize that the
by-products of my interview’s discussion with employees at VT may not be generalizable to all
VT employees, I do believe that there is substantive importance to the employee perceptions that

I collected. I would like to make the following key points as to why this research matters for VT.

Incentivizing senior management areas based heavily on student credit hours suggests
that the PIBB model may contribute to an unhealthy, internal competitive atmosphere. However,
based on the byproducts of my interviews with employees and their perceptions indicated that
the competition was result of the implementation within the university and not the model
structure itself. Although all competition is not bad, such a competitive environment might
undermine the collective mission of educational and research excellence at VT. Based on the
differences in employees’ perceptions across senior management areas where the PIBB model is
distributed differently, I would recommend university administrators reevaluating the
autonomy at the senior management area of the PIBB distributions to the departmental level and
transparency in communications where each department fairs with the model might aid is

reducing negative perceptions.

As indicated in my limitation sections, the lack of participation of financial staff for my
interview emphasizes the importance of engaging financial staff in the discussions about the
implementation and evolution of the metrics under the PIBB model. By involving those who
handle the day-to-day operations, VT can leverage their practical insights to refine the model,
ensuring a wider range of benefits to the academic areas. This approach could also change
perceptions among staff who may not perceive their role being between the action and the

financial reactions within the PIBB model, but also other financial frameworks following their
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area of responsibility. I would argue that they do and could also be an indicator of the lack of

participation in my research interviews.

Many of the employees that I interviewed could not formulate a perception on how their
role fits within the framework of the PIBB model. Investing in comprehensive financial training
programs specifically on the PIBB model that should aim to equip stakeholders with the
knowledge on how to align departmental objectives with the university’s broader goals. Thereby
enhancing strategic actions and reinforcing the alignment between financial reactions and
educational objectives. Developing financial staff knowledge on the PIBB model could shift
negative perceptions, particularly among T&R faculty who often rely on their direct support

staff's understanding and endorsement of administrative models.

Diverse perceptions among staff, AP, and T&R faculty regarding the PIBB model's
effectiveness indicates a need for improved communication and engagement from the
university's administration. Ensuring that all stakeholders understand the model's objectives,
benefits, and challenges is crucial for its acceptance and success. Addressing concerns
transparently and involving stakeholders in the continuous improvement of the model could help

mitigate skepticism and resistance, thereby fostering a more supportive internal culture.

The changes from PIBB 1.0 to the current 2.0 model have improved the alignment of our
financial model to effectively support a diversity of academic performance at VT. However,
based on my interviews with employees the current PIBB model is balancing a delicate line of
measurable and immeasurable metrics between each college (Person A, March 15, 2024).
Additional alignment and introduction of new metrics that could enhance the financial
revenue within the academic areas of the university may require revisiting the current PIBB 2.0

metrics and processes used to evaluate performance and allocate resources (Person A, March 15,

67



2024). VT has been proactive in adjusting the PIBB model metrics, but I would encourage more
transparency and outlined timeframe on when adjustment is evaluated and revaluated to ensure
the model supports sustainable growth and development, adjusting to changes in the higher
education landscape and internal university dynamics. This alignment is also essential as the
focus on performance metrics can inadvertently lead departments to prioritize short-term gains

over long-term goals, potentially compromising educational and research integrity.

Virginia Tech’s administration must ensure that communications regarding the PIBB
model are not only frequent and transparent but also tailored to resonate with the diverse
values and individual goals of its stakeholders. Effective communication strategies, as
supported by Zaller’s RAS model emphasis on acceptance, should strive to align new
information about the PIBB model with stakeholders' pre-existing beliefs and values, reducing

resistance and fostering acceptance.

6.2 Future Research & Next Steps
Building on the findings from my preliminary research into the employee perceptions of the
PIBB model at VT, further research could enhance understanding and guide effective

adjustments to the model. I propose several recommended next steps for future research:

Longitudinal Impact Study

Objective: To conduct a longitudinal study to track the long-term impacts of the PIBB model on
academic performance, financial stability, and unhealthy, internation competition at VT. This
would involve collecting and analyzing data over several years to assess trends and shifts in

university operations and educational outcomes.
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Method: Utilize mixed methods, combining quantitative data on academic performance and
financial reports with qualitative interviews and surveys among a higher number of employees

across different periods to ensure to collect staff perceptions.

Comparative Analysis with Other Institutions

Objective: Compare the implementation and outcomes of the PIBB model at Virginia Tech with

similar models at other universities to identify best practices and potential pitfalls.

Method: Employ case study methodology to examine several institutions that have adopted
similar budgeting models. This comparison could highlight factors contributing to successful

implementation and areas where VT could make improvements.

Departmental Case Studies

Objective: Delve deeper into how different departments within VT are affected by the PIBB
model, focusing on variations between departments that are in a senior management area where

the PIBB model is or is not pushed to the departmental level.

Method: Select a sample of departments representing diverse disciplines and administrative
structures. Conduct detailed case studies involving document analysis, observations, and more
employee interviews to understand the specific challenges and benefits experienced by each

department.

Stakeholder Perception Dynamics

Objective: Investigate how perceptions of the PIBB model change among employees over time,
especially after the implementation of specific changes or during significant university events.

This could also be included in the longitudinal impact study approach.
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Method: Use a successive explanatory design, starting with a quantitative survey to gauge broad
perceptions followed by detailed qualitative follow-up interviews to explore reasons behind

changes in perceptions.

Board of Visitors' Composition and Its Impact on University Management

Objective: Investigate how the professional and academic backgrounds of members of the Board
of Visitors (BOV) influence the governance and strategic direction of universities, particularly in

the context of applying business funding models to VT and other land-grant HEIs.

Method: Conduct a comparative analysis across several land-grant HEIs, including VT. This
would involve collecting data on the academic and professional backgrounds of BOV members
and correlating this information with the strategic decisions and funding models adopted at these
institutions. Statistical analysis could help identify patterns of governance behavior associated

with different types of board compositions.

Governor's Education Level and Its Impact on Higher Education Funding

Objective: Examine whether the level of education of state governors affects the allocation and

distribution of funding to higher education institutions within their states.

Method: Utilize a quantitative approach to gather data on the educational backgrounds of current
governors across various states and analyze this against the funding levels and budget decisions
made for state supported HEIs over a specified time frame. This research could include
regression analysis to determine if a significant relationship exists between a governor's level of

education and the funding policies implemented during their tenure.
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In simple my discussions with VT employees opened numerous avenues and endless
opportunities in which I could further this research. Each of these research initiatives could
provide new knowledge into optimizing the PIBB model to better serve the needs of Virginia
Tech, ensuring that the budgeting system supports the university's mission and strategic goals

while fostering a positive and productive academic environment.
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APPENDIX A: Sample Interview Questions

Demographic Questions

b s

Can you please confirm your level of education?
Can you please confirm how many years you have worked for Virginia Tech?
How many years have you worked in higher education?
If prior higher education experience is mentioned, ask the following supplemental question:
a. Are there noticeable differences between your former institutional experience
compared to VT’s budget model? Are there noticeable comparisons?

Topic Specific Questions

10.

11

12.

13.
14.

15.

16.

How would you describe your understanding of the university's PIBB budget model?

In your opinion, how transparent is the communication regarding the PIBB Model at VT?
What aspects of the PIBB budget model do you perceive are effectively supporting the
university's mission and goals?

Are there areas within the PIBB budget model that you feel might be hindering the
achievement of the institution's objectives?

In your opinion, do you perceive there to be any negative impacts resulting from the adoption
of PIBB?

How engaged do you think stakeholders are in the budgetary decision-making process?

. What feedback, if any, have you received from your department or colleagues about the

impact of the PIBB budget model on their activities?

Do you perceive any challenges or strengths in the current PIBB budget model that might
affect the overall functioning of the university?

How well do you think the budget model aligns with the strategic priorities of the university?
On scale from 1 to 5, 1 being there is no influence and 5 being there is significant influence,
how would you rate the influence of politics on financial decisions at the university?

Are there specific areas of the budget model where you believe improvements or adjustments
are needed?

How would you rate the overall satisfaction or dissatisfaction of stakeholders with the
university's budget model? 1 being they are extremely dissatisfied and 5 being they are
extremely satisfied.

Political Questions

17.

18.

19.

Do you consider political party (Democratic/Republican) affiliation has effects on budgetary
decisions on the state funding for higher education in the Commonwealth of Virginia?

Do you also consider political party (Democratic/Republican) affiliation has effects on
budgetary decisions regarding the PIBB Model within Virginia tech?

Do you consider there to be a difference among political parties when it comes to budgetary
decisions with the PIBB when deciding between the sciences and social sciences?
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