Thoughts about budgets

The budgets of academic libraries can be very complicated or, sometimes, quite straightforward.  For those to whom managing a library budget is new, here are some thoughts to help orient you to your unique budgetary structure.
· It is important to know what color of money you are dealing with.  Although it is true that “all money is green,” as a colleague used to say to indicate that money is fungible, within a library budget, there may well be restriction on how some monies can be spent, depending on where they came from.  For example, some money is one-time income, while other funds are recurring.  I recalling spending a significant amount to renovate furniture on one floor of a library, and being challenged about why those funds were not used to fill a badly-needed librarian position.  The answer was that the money that paid for the renovation was one-time surplus.  This is money that can be used once, but cannot be relied upon to support a person’s job, year after year.
· Surpluses are lovely, and they can happen in several ways.  The money that paid for the renovation mentioned above came from the portion of the collections budget that was not spent at the end of the fiscal year.  We needed the new furniture, and did not want to turn collections money back to the institution, so we used it for that one-time purpose.  

Another source of surplus money may be funds allocated for student employee wages.  Student employees often do not work as many hours as expected, so this is a budget line that is often underspent, in my experience.  Here too, care must be taken not to use such extra funds in a way that will require that the money be available each year, nor that implies to those who hold the purse strings that the budget is excessive.  Once you know that your student wages budget is regularly underspent, that is a great chance to raise the hourly wages for this vital and underpaid portion of our workforce.
· Personnel “lines” are another way a surplus might be generated, and also an area where local policies may vary a great deal.  There are two major issues to pay attention to.  First, when a line is vacant (i.e. someone has retired or otherwise left their position), does the library retain the line?  That is, can you move to refill the position without having to request it through the institutional budget process or not.  Second, and this depends on how the institution thinks about personnel “lines,” does the surplus that accumulates while a specific position is vacant remain in the library budget?  At those places where the library retains those surplus salary dollars, they provide a lot of flexibility to do things for which there are not budgeted funds.  It is important, however, to treat salary surplus as one-time dollars, since they will be committed elsewhere once the position is refilled.
· A common practice in libraries is to deposit “leftover” funds from the collection budget with large vendors.  When there are unspent monies as the end of the fiscal year approaches, libraries often do not want to return the money to the institution for fear that their budget going forward will be reduced by that amount.  So using a deposit account to pay certain expenses in the next fiscal year can be prudent and a way to lessen the impact of the large bills that often come due right at the start of a new fiscal year.  A library at a public university may even be asked by the parent institution to take funds from other parts of the campus budget and invest them in a deposit account at the end of the fiscal year, then pay those funds back to the institution when the new fiscal year begins. This allows the parent institution to shield a surplus from that same urge to reduce the funds allocate to the school based on a one-time surplus.
· Grant funds almost always common with a lot of stipulations and requirements.  Of course, such funds must be used for the purpose for which they were sought.  Usually there are reporting requirements each year that will specify how the money has been spent.  One such requirement that is often overlooked is reporting on the amount of time employees actually spent working on grant-related tasks, in those cases where the grant funds support a percent of the employee’s salary. 
Another thing to be aware of when applying for a grant is that some funders require that the institution put up matching funds up to some percentage of the grant.  Often these must be new dollars, not simply money redirected from somewhere else in the libraries’ budget.  Such requirements ensure that the parent institution has “skin in the game.”  Also, some grants allow for “indirect costs,” which are the overhead costs of the institution.  Usually the institution has a standard percentage that they want to take off the top for these indirect costs, where a grantor allows it.  These percentages may be negotiable, but sometimes they can be very significant.  Such indirect costs must be considered when planning a grant application for a specific project.
Many granting agencies take an active interest in the work they support at colleges and universities.  So, in cases where the project may cost more than the funds granted, it can be a good idea to talk with the grantor to see if additional funds can be made available.  Conversely, if the money has not all been spent at the end of the grant period, many funds will allow a “no-cost extension” to allow the funded work to continue (as opposed to having to return the unused funds).
· Gifts and endowments are almost always funds that must be used for a specific, designated purpose, so there is limited flexibility; the key is to be creative and forward-thinking when talking to donors, so that funds are given for truly useful purposes.
Some gifts may be expendable, which means you can spend the entire amount for the specified purpose as needed.  A gift to buy resources in a particular subject area, for example, might allow the librarian to use all of the gift money as they see fit.  Many gifts, however, are endowed, which means only the income generated by the principle (the amount invested) can be spent year-to-year.  When a position is endowed, for example, the endowment will likely be several millions of dollars.  But what will actually be contributed to the salary of the person in the endowed position each year will only be the income generated by the endowment, usually around 5% of the total. 
It is often necessary to explain to employees the restrictions on endowments.  Sometimes a question arises about why we cannot afford some large purchase or new position if the school has a billion-dollar endowment.  But the reason is that the endowment has several kinds of restrictions.  Endowment funds almost always have specific purposes, and the money actually available for those purposes is only a percentage of the total.  Each school decides what this “spend rate” is going to be, but it is usually in the neighborhood of 5%.  Finally, endowments usually include funds that are promised but not yet actually deposited with the school.  They also may include the value of gifts of land, art, or stock, which cannot easily be converted into cash.
· Cutting the budget is always difficult, of course.  For all this talk about surpluses, deficits are probably more common.  But understanding where surpluses occur is also important when it is time to make cuts.  

Budget cuts may come during a fiscal year, which means giving back funds already allocated to the library.  This is often called a recission.   Or a library may be told that their allocation for the next year will be a lower amount, and that the library must show how it will reduce costs to meet this lower bottom line.  As bad as they are, these approaches at least give the library flexibility to make its own difficult decisions.  The worst kind of a budget cut would be one where the institution takes it upon itself to reduce specific lines – for personnel, collections, or other purposes.

Often the first place to look for funds to cut is at unfilled positions in the library.  If the library retains control over those unfilled lines, giving them back to the institution is a way to cover a cut, or part of a cut, without having to layoff any employees (although it does reduce the number of people available to get the work done). 

 Another place where funds to reduce the library’s budget are often found is in collections.  This is usually the second largest amount, after salaries, in a library budget, and administrators sometimes assume that the availability of so much digital content gives a library more flexibility with content (as in “it’s all on the Internet anyway, isn’t it”).  Explaining the complex structure of collection today is necessary if the collection budget is going to be cut, so that administrators understand the thicket of contracts and licenses involved, and the multi-year nature of many deals.  The digital environment has made our collections budgets more complicated, not simpler, and administrators need to understand that.

Other ways to reduce spending are in special projects and services.  Reducing the hours of a makerspace, for example, might save money.  Likewise reducing the open hours of a whole library, or ending the availability of 24-hour spaces.  But it is vital for everyone to recognize that these projects and services are really about people, and that jobs may well be lost if a service is reduced, unless the personnel can be moved to a different role.  Reducing the number of student employees can also save money, and such reductions can often be made prospectively, so that no employee loses their job; there are just fewer positions to fill going forward.  Once again, it is important to recognize that these measures add to the responsibilities and stress for employees even when they retain their jobs.
