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MESSAGE FROM THE PRESIDENT

January 29, 2013

Dear UT Family,

As we all know, we’re going through very tough economic
times, in the State, in higher education, and here at UT.
We've just been through a protracted recession that has
tightened state funds for our university, state funds that
were already at historic lows as a share of our budget.
The recession has constricted our investment income,
and it has made development a greater challenge. And
certainly, it has affected families trying to send their
children to college. The Texas economy is doing a lot
better now, and certainly it has done better than the rest
of the country. But we still see dramatic effects on our
campus. We still have to be very creative on how we use
our resources to move the University ahead.

To that end, in April of last year, | asked 13 distinguished
leaders in business to come together and offer advice
on aspects of the University’s business operations and
processes that could be improved, streamlined, and
leveraged to better effect. We called it the Committee
on Business Productivity. They met several times as

a full committee and even more times as working
subcommittees. In addition, the committee’s support
staff, some of whom established an office here on the
campus, conducted dozens of interviews with our own
staff and with staff across the country on different
aspects of campus operations, campus assets,

and commercialization of intellectual property. | am
happy to say that they report that our staff has been
tremendously supportive and open to new ideas.

We have an academic mission that pursues goals unlike
those of ordinary businesses, but we also perform
functions that are very much like businesses, such as
accounting, purchasing, and asset management. In
these areas, we should be using the best business
practices. That is what the Committee focused on so
that we can use more of our resources to support our
core missions of teaching and research.

Today | am releasing the Committee’s report, “Smarter
Systems for a Greater UT.” This will start a process

and dialogue about their recommendations. | am also
addressing the UT community to discuss the report in
more detail. | want to thank the Committee members for
all of their hard work. Decades from now we will look
back on this moment as a turning point in our ability

to serve all of our constituents better and focus even
more of our resources and energy on our core mission.

ric. -

William Powers Jr.
President



EXECUTIVE SUMMARY

The University of Texas at Austin is one of the most
efficient and effective public universities in the nation.
It is so due to a pervasive spirit of restlessness and
discontentedness with the status quo.

In April 2012, President William Powers Jr. appointed 13
business leaders to form the Committee on Business
Productivity to examine ways in which The University of
Texas at Austin might increase its operational efficiency
and productivity. After some nine months of research
and deliberation, the Committee on Business Productivity
now submits its findings and recommendations with

this report.

The committee strongly shares President Powers’ goal
of making UT Austin the No. 1 public university in America
and believes these recommendations are an important
means to that end. As he has stated, the more efficient
the machine, the more energy can be focused on

the product.

The combined recommendations in this report could
yield as much as $490 million over a decade. This

will not be simple or easy. Indeed, if successful, The
University of Texas would be the first university in
America to overhaul its operational models in all three
areas under consideration. But little worth doing is easy,
and if it were easy, it would have been done already.

The committee’s charge was divided into three main
areas of inquiry: administrative functions, commercialization
of technology, and use of assets.

The Subcommittee on Administrative Services
Transformation studied how UT could save by changing
how a number of administrative functions are organized
and operated. This “shared services” initiative would
consolidate such functions as finance and procurement,
human resources, and information technology. Though
some consolidation has occurred in these areas over
recent years, the committee found that the campus is
still highly decentralized across the various colleges,

schools, and units in comparison to the best practices
of the private sector. Consolidating these administrative
functions could yield up to $200 million in savings over
the coming decade.

The Subcommittee on Technology Commercialization
examined how UT encourages innovation as well as
protects and monetizes the intellectual property developed
on the campus. While the University is already among
the nation’s elite in this area, the committee felt that UT
can raise its game to another level to spur innovation,

to foster entrepreneurship, and to generate economic
growth in the region as well as across the state.

Lastly, the Subcommittee on Asset Utilization looked at
how UT could better leverage its existing assets, such as
selling excess power generated by its own power plant
on the open market, incentivizing deans and department
heads to conserve power, bringing UT’s food, housing,
and parking rates more in line with market values,

and taking advantage of outsourcing or privatization
opportunities. Following these recommendations could
yield up to $290 million over 10 years. The amount
could dramatically increase if a culture of transformation
takes root.

A common thread through all three recommendations

is the need for a champion of these changes. If these
changes are to be implemented, the committee feels that
they must become the sole charge of a single person.
Leadership by committee will not suffice. Whether

” o«

conceived of as an “operations czar,” “a project manager,”
or something more traditional such as a vice president
or associate vice president, someone must be appointed
to drive these recommendations forward, and that
person must be directly accountable to the president
and have sufficient power — the proverbial 10,000 votes
— to resolve conflict and overcome institutional inertia.
Without a person of significant leadership skills and
power pushing these reforms full-time, the committee
feels that this report will go the way of many another
well-intentioned but ultimately ignored blue-ribbon

panel reports.
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The body of this report will be organized according

to the three charges given to the subcommittees.
Recommendations are numbered according to section.
Corresponding appendices to each subcommittee
section are included at the end.

In conclusion, as chair, | would like to thank President
Powers for the opportunity to serve The University of
Texas in such a potentially impactful way and to offer
my own thanks to the committee’s members and to the
support staff that did much of the research, facilitated
our meetings, and prepared the recommendations.

Respectfully submitted,

L phos () bt

Steve Rohleder, Chair
Committee on Business Productivity
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“The Committee will examine the current
utilization of tangible and intangible assets
of The University of Texas at Austin and
make recommendations for improvement
to enhance the goals and mission of the
University. Assets to be examined might
include University-owned lands, trademarks
and brands, physical facilities, and
services such as for housing, food,

parking, and books.”

The University of Texas at Austin is not rich, but it is blessed
with certain valuable assets that, if leveraged more efficiently,
could yield significant and badly needed revenue to the
institution. The Subcommittee on Asset Utilization believes
there is no conflict between UT’s mission and the smarter,
more productive use of its assets. To the contrary, greater
productivity in these areas will deliver more firepower to the

University’s twin missions of teaching and discovery.

It is plain to the subcommittee that there is significant
potential for revenue increases and/or cost savings. Today
these asset classes are operated on a “cost recovery” basis.
This is the norm throughout higher education, but it is part
of an administrative culture that blunts the potential of each

asset class.

By increasing oversight and focus on all asset classes, UT
could bring in significantly more money. If the institution
adopts these recommendations, it also will need to change its
operating model. And changing the operating model is where
real transformation can occur because it will result in a shift

toward a culture of continuous improvement.

UT has a potential benefit of $240 - $290 million from these
asset classes over a 10-year period. There are many other
asset classes with potential benefits, which because of time

and resource constraints the subcommittee did not examine.

Our closest peer institution provides a very recent example of
what can be accomplished in this area. In summer 2012, Texas
A&M received $40 million for outsourcing 1,000 food and
other jobs to Compass Group USA, Inc. Media report that it
could save millions more over the contract’s 10-year life.
Additionally there was a $46 million signing bonus of which
the $40 million was the first portion. The chancellor reports
the deal will be worth $260 million in extra revenue and

cost savings over 10 years. Compass is taking over dining
services, landscape management, and custodial and building

maintenance services.

As this contract illustrates, the projected savings in this report
are quite conservative, but UT will not realize any benefits
without a culture change in the area of driving improved

asset utilization.

Through the implementation of several key sustainability/
efficiency initiatives, the Utility Plant has continued to meet
campus energy demand without having to use more fuel.
However, UT’s current power inventory has the capacity to
generate significantly more power than the campus needs

(see figure 1 on next page).

The University has the ability to profitably sell this surplus
electricity on the open market. In addition, implementing an
energy conservation program could provide UT with long-
term cost savings and support environmental consciousness

across campus.



FIGURE 1: Actual Peaks 2011 vs. Generation Efficiency Pairs

Mw

GT 10 + ST9
58 MW

GT 8 + ST9
67 MW

Source: University of Texas Utilities and Energy Management, 2011.

1.1 SELL SURPLUS ELECTRICITY

UT could sell approximately 468,000 MWh at an average price
of $34.81 (at current market rates), yielding annual revenue of
$16 million and a net income $12 million. Power sales could
begin in year three, after capital improvements and regulatory
changes are complete. Projected 10-year value, net of investment:
$92 million.

1.2 LAUNCH CONSERVATION INITIATIVES

1.2.1 INCREASE ENERGY AWARENESS. Peer universities
have been able to reduce energy consumption by 2-5 percent.
The assumption in this analysis is that UT could conserve 3.5
percent. Qualitative benefits from “green” awareness and a
new productivity mindset may also result. Additional savings
would certainly result if UT were to begin incentivizing
academic units to save by charging them for their energy
consumption. We recommend this operational shift. Projected

10 year value, net of investment: $11 million.

GT 10 + ST9
58 MW

1.2.2 IMPROVE BUILDINGS. The subcommittee believes
capital improvements to buildings, such as improving controls
and air handlers, could reduce consumption by 20 percent.
Similar institutions have shown a savings of 15-30 percent.
The cost reduction over a decade could equal $59 million.
What’s more, reduced consumption would free up more power
to sell, with an incremental 10-year profit of $36 million.

Projected 10-year value, net of investment: $63 million.



1.3 ADOPT A MARKET-BASED APPROACH
TO PARKING OPERATIONS

The subcommittee found that significant opportunities exist
to either raise parking permit rates to comparable market levels
or to enter into a concession agreement with a third party

(see figure 3).

Recommendations 1.3.1 and 1.3.2 are either/or:

1.3.1 INCREASE UT RATES ONLY. Currently, there is an

annual gap of $9.2 million between market rates and what UT
charges for parking. A rate increase of 7.5 percent per year for
15 years would put UT equal to the market. Projected 10-year

value, zero investment: $96 million.

FIGURE 2: UT Annual Parking Price Increases 2006-2007

A $132 $132 $138 $138
F Garage $384 $384 $408 $408
F Surface $444 $444 $464 $464
O/F99 $744 $744 $775 $775
C $110 $110 $110 $110
D—Fac/Staff $132 $132 $138 $138
D Student $110 $110 $110 $110
M $66 $66 $66 $66

S $576 $576 $602 $602
R BRG $711 $711 $743 $743
R SWG $675 $675 $705 $705
R MAG $648 $648 $677 $677

Source: UT Parking and Transportation Services 2010-2011 Annual Report.

1.3.2 CONTRACT WITH THIRD PARTY. In order to
determine what the true market-based opportunity might be,
we recommend that UT issue a request for proposal to value
what the private market could offer with regard to parking.
However, depending on the treatment of property tax the
potential benefit to a concession agreement may be significantly
reduced compared to what UT could achieve independently.

Projected 10-year value, zero investment: $62 million.

Currently data suggests that UT Housing has a financially
viable, albeit short term focus and should consider adopting

a long term capital plan for sustainable success. There is room
for improvement in how Housing funds its capital modernization
program. Today if a budget surplus is earned, these funds are
allocated to the following year’s capital maintenance program.
If the surplus is insufficient, maintenance is deferred until funds
are available. From FY2014-FY2022, the funding need for

$138 $138 $142 1.26%
$408 $408 $420 1.56%
$464 $464 $476 1.20%
$775 $775 $814 1.57%
$115 $120 $120 1.52%
$138 $138 $142 1.26%
$115 $120 $120 1.52%
$69 $72 $72 1.52%
$602 $602 $602 0.75%
$743 $743 $743 0.75%
$705 $705 $705 0.74%
$677 $677 $677 0.75%



capital modernization is $117 million. There is $7 million on
hand to meet capital modernization needs. Currently Housing’s
rates do not include funding for its capital modernization
program. Annual operating surpluses provide funds on a ‘best
efforts’ basis. Today operating surpluses are created through:
higher than forecasted occupancy rates and lower than expected

utilities and labor costs.

Housing can realize added benefit from energy conservation
initiatives. Cost of maintaining or modernizing capital
equipment (i.e., HVAC, fan coils, etc.) could be funded by

the energy conservation initiative.

1.4 FORMALIZE A CAPITAL

MODERNIZATION BUDGET.

Housing’s capital modernization plan requires a stable source
of funding and UT should formalize a capital modernization
budget. The subcommittee believes that a small savings could
be realized by moving housing to a third-party operator. For
instance, third-party operators would reduce maintenance
costs by 5 percent. Projected 10-year value, zero investment:

$4 million.

FIGURE 3: Food - Meal Plan Comparison

UT Austin $1,700

University of Arizona $2,000 - $3,000

UT Dallas $2,050 - $3,395
Texas Tech $2,945 - $3,895
Texas A&M $1,600 - $4,400

Ohio State University $3,475 - $5,300

Source: University websites, October 2012.

1.5 ADOPT A MARKET-BASED APPROACH

TO FOOD OPERATIONS.

The analysis suggests that UT Food is a financially viable
operation, with a relatively stable and predictable revenue
stream. However, based upon comparisons to peer institutions,
there is an opportunity to price more strategically without

adversely impacting the mission (see figure 3).

UT could institute a modest rate increase (5 percent) and
maintain the current operations. The rate increase would bring
UT into parity with room-and-board costs at peer institutions.
Alternatively, UT could realize a significant increase in income
if it contracted with a third party the operation of all campus
dining locations including dining halls, all department or
college run dining operations, and any currently outsourced

dining facility.

Recommendations 1.5.1 and 1.5.2 are either/or options.

$2,680 $2,680
$4,225 $3,634
$4,350 $3,741
$4,420 $3,845
$4,865 N/A

$5,300 $4,823



1.5.1 INCREASE RATES.

To close the gap between UT and comparable school meal
plans, UT would need to increase rates 5 percent per year for
10 years. If this approach is pursued, the University should
consider a plan to subsidize students with need to protect them
from the rate increase. Projected 10-year value, zero investment:
$8.5 million.

1.5.2 CONTRACT WITH THIRD PARTY OPERATOR.
UT should issue a request for proposal to value what the private
market could offer in the area of food service. Projected 10-year
value of DHFS venues only, zero investment: $8.9 million; or
Projected 10-year value of all on-campus dining, zero investment:
$26.2 million. It is worth noting that a significant change effort
would be needed with the deans before attempting to take

control of dining venues in the various schools.

To move forward and implement these asset utilization

recommendations, the subcommittee offers three recommendations:

1.6 EVALUATE EACH ASSET CLASS IN
RELATION TO THE UNIVERSITY’S MISSION.
Before committing to a series of next steps, each of the asset
classes requires a re-evaluation of the role it plays in achieving
the mission of the University. To achieve its full potential,
each asset class will require some degree of adjustment to its
current mission. The University should evaluate which option
for an asset class is best suited to its role in the mission. This
could include a stakeholder impact assessment for classes like
Parking and Food. Additional study may be required to understand

the regulatory requirements for the Utilities class.

1.7 ESTABLISH PROGRAM OFFICE FOR
ASSET UTILIZATION.

The University should establish a program management office
for asset utilization, with structure, budget, and accountabilities —
reporting directly to the University’s president. This will
provide better results than piecemeal or a la carte responsibility.
Initiatives of this size require project teams, a steering
committee, a communications program, and identification

of key stakeholders. There must be a central point to drive

transformative, cultural change, and continuous improvement.

1.8 GATHER DATA FOR RFP.
“Asset specific” next steps include soliciting the required
information needed to issue an RFP, conducting a pre-feasibility

study, and engineering studies.






SECTION 2: TECHNOLOGY
COMMERCIALIZATION

The Charge

“The Committee will examine the University’s
current structures and practices intended
to promote technology commercialization
at The University of Texas at Austin and
will make recommendations for improvement.
Specifically, the Committee will examine the
current structure and practices deployed
by the Office of the Vice President for
Research and Office of Technology
Commercialization as they relate to
identifying technologies with commercial
potential and support for taking them to
market in a manner that is most attractive

to the private commercialization markets.”

Situation

The Subcommittee on Technology Commercialization began
its review of UT’s commercialization activities against a

backdrop of two generally held external views:

* The University of Texas at Austin does not adequately
convert its research generated intellectual property into

large sources of revenue, and

 Peer institutions target specific technologies in attempts

to maximize income.

Based upon the Subcommittee’s research and interviews with
a comprehensive universe of public and private universities,
it believes these views are not supported by a fact based analysis.
However, the Subcommittee’s work has enabled it to develop
both insights and specific recommendations into improving

The University of Texas at Austin’s commercialization efforts.

As to the first commonly held view, the Subcommittee
findings reveal that UT Austin is already among the highest
earning universities and, importantly, most of its peers earning
more have a quality UT Austin does not currently share —
close proximity to a medical school. This latter quality has
allowed these universities to benefit economically from the
commercialization of therapeutic drugs or devices discovered
in research collaborations with their medical schools. Of equal
importance to the conclusions reached by the Subcommittee,
all of these institutions attributed the commercialization of

their discoveries to either luck or serendipity.

Ironically, as to the second commonly held view, those
universities generally regarded as the “best” at commercializing
research generated intellectual property emphasize the
dissemination of knowledge rather than optimizing revenue

as the core strategy which drives their licensing activities.
Little or no internal effort is made to pick “winning”
technologies, emphasis is placed on maximizing the number
of licenses entered into as opposed to maximizing revenue per
license. In addition there is an overarching philosophy that
the private sector is inherently more capable of sorting out
winning technologies than are universities themselves.

As such, efficiency of process and clear alignment of interest
between participants — university, college, faculty and industry —

are critical to this core strategy.

One other fact came out of the Subcommittee’s research that
has profoundly impacted its final recommendations. Most
studies of university technology transfer activities focus more
on revenue generation than on new company creation. For
The University of Texas at Austin, the City of Austin and the
surrounding region, new early stage company formations are

significant and represent an important strategic imperative.



Recommendations

It is the Subcommittee’s opinion that attempting to manage
centrally for serendipity or luck is a misguided management
principle. Entrepreneurial and creative processes are, by nature,
messy and chaotic and not susceptible to centralization. No

one person should be designated as “responsible” for such activity.

On the other hand, making UT Austin responsible for
enhancing its commercialization activities, or having it
identify commercialization as a priority, is not unreasonable.
However, due to the complexity and degree of collaboration
required to deliver on an entrepreneurial/commercial mandate,
success won’t be achieved without such a mandate being
embraced and committed to by the President of UT Austin
and the myriad of constituencies within The University

necessary for ensuring its success.

A more effective commercial mission for UT Austin
encompasses both near and longer term strategies that

will result in both direct and indirect revenue opportunities.
Essential keys are to clearly define and remove all ambiguity
regarding the role and responsibilities of the current Office
of Technology Commercialization; to enhance strategic focus
on early stage company formation within The University of
Texas at Austin; and to conduct an outreach effort allowing
it to more broadly contribute to the commercial and cultural
growth of Austin, the region and Texas. Broad student

involvement across these activities is also essential.

In developing its recommendations, the Subcommittee early in

its deliberations adopted the following two guiding principles:

* The University has clearly identified its mission as its

teaching and research mandates, and

e The Subcommittee believes commercialization of research
generated intellectual property is primarily the purview of

the private sector.

Expanding and enhancing The University’s commercial and
cultural initiatives can be done within the integrity of these
two guiding principles. Within this context, the Subcommittee

makes the following recommendations:

¢ Increase the licensing volume of the Office of Technology

Commercialization,

* Foster an innovative and entrepreneurial environment on
campus to increase high-potential start-ups, encouraging

cross pollination between colleges, students and faculty,

¢ Align the academic and research strengths of The University

with regional industry needs,

¢ Enhance the contribution to Austin’s creative and cultural
environment necessary for recruitment and retention

of talent,

* Create an Electronic Portal to enable internal and external
constituencies to more easily access and navigate The

University’s human and intellectual capital, and

» Establish student involvement as a priority.

The recommendations of this Subcommittee are described in

more detail below:

2.1 INCREASE THE LICENSING VOLUME
OF THE OFFICE OF TECHNOLOGY
COMMERCIALIZATION.

2.1.1 EMPHASIZE VOLUME OVER REVENUE. Reset
UT’s commercial strategy to be one of maximizing dissemination
of knowledge rather than maximizing revenue on a per-deal
basis. UT should clarify the commercial objective of the
Office of Technology Commercialization and the University
overall to drive relevant operational decisions. Metrics should
be weighted toward deal execution (e.g., license volume,
disclosures, deal time). More frequent use/reuse of standard
terms and conditions, where appropriate (e.g. sponsored
research, faculty-driven start-ups), will increase speed of process
and reduce potential obstacles to engagement of industry

through enhanced transparency.



2.1.2 STAFF UP THE LICENSING TEAM. An increase in
volume of licenses will necessitate a commensurate increase
in associate or assistant licensing officers. This will allow for
more time to be spent on increasing faculty disclosures and,

importantly, industry engagement.

2.1.3 ADJUST THE SPLIT. UT Austin should consider
re-allocating licensing revenue to incent relevant stakeholders.
Revenue is typically split between the individual faculty
member, the department or CSU, and UT. The Subcommittee
feels licensing likely would increase if departments and
colleges and schools were awarded a larger share than currently
to incent relevant stakeholders. This will prove crucial to
improving UT’s commercial culture and to incentivizing
schools, departments and research units to encourage, recruit

for, and invest in commercially relevant activity among faculty.

1.2.2 IMPROVE BUILDINGS. The subcommittee believes
capital improvements to buildings, such as improving controls
and air handlers, could reduce consumption by 20 percent.
Similar institutions have shown a savings of 15-30 percent.
The cost reduction over a decade could equal $59 million.
What’s more, reduced consumption would free up more power
to sell, with an incremental 10-year profit of $36 million.

Projected 10-year value, net of investment: $63 million.

2.2 FOSTER AN INNOVATIVE AND
ENTREPRENEURIAL ENVIRONMENT

ON CAMPUS TO INCREASE HIGH-POTENTIAL
START-UPS.

2.2.1 “FIRST, DO NO HARM.” The University should avoid
attempts to centralize control as such approaches are antithetical

to an innovative and entrepreneurial culture.

2.2.2 CREATE A CLEARINGHOUSE. While guarding against
centralization, the University should create a body to facilitate
the sharing of ideas and best practices. The University should
create an informal Commercial and Entrepreneurship Council
(“CEC”) composed of those most involved in this realm, on
and off campus. Initial members should certainly include the
Deans of the schools of Business/Engineering/Natural Sciences
and the head of Texas Venture Labs. Such a group would
facilitate cooperation, avoid duplication of effort, foster cross-
pollination of ideas, and share best practices. As part of its
initial deliberations, the CEC should consider what administrative

support is required for it to carry out its critical function.

2.2.3 CREATE A CONFLICT RESOLUTION MECHANISM.
The startup process is inherently messy, chaotic, and cuts
across The University’s established structures. A robust
conflict-resolution mechanism would prevent stall-outs and
would help maintain startup momentum, allowing companies
to be formed with confidence. This mechanism could be a
single senior officer or a small body that could deliberate

on conflicts, but in either case needs to be positioned on the
organizational chart such that it has the power to act in a

timely manner.

2.3 MATCH UNIVERSITY’S STRENGTHS TO
INDUSTRY NEEDS.

UT should focus closely on areas of research and industry
strength. More than half of UT Austin’s licenses come from
four departments. Seven of the top 11 licensing departments
are in the Cockrell School of Engineering; the remaining four
are in the College of Natural Sciences. Measured by the number
of licenses, The University’s relative strengths currently lie in
electrical and computer engineering, biomedical engineering,
chemical engineering, computer science, and petroleum and

geosystems engineering (see figure 4 on next page).

A'look at industries that locate in the Austin region makes clear

that industry is following UT’s academic and research excellence:



FIGURE 4: Disclosures and License Agreements by Department
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Source: University of Texas Office of Technology Licensing, 2012.

FIGURE 5: Texas Industry Concentration by Number of Employees
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Source: http://www.texasindustryprofiles.com/apps/locquot/index2.asp
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2.3.1 COORDINATE WITH LOCAL, REGIONAL

AND STATE TRADE BODIES AND ECONOMIC
DEVELOPMENT AGENCIES ON STRATEGIC
INITIATIVES. Create a commercial and entrepreneurial
steering council comprised of key industry stakeholders,
investors, and internal representatives, reporting to President
Powers, co-chaired by Dr. Sanchez and a key industry
representative. The mission of the Council will be to better
integrate The University with local and regional economic

development efforts.

2.3.2 RECRUIT FOR COMMERCIAL SUCCESS. UT
should develop a plan and funding to identify and recruit top

commercially active faculty in priority disciplines.

2.3.3 STRENGTHEN TIES TO REGIONAL ECONOMIC
INITIATIVES. UT should focus on areas of greatest current
activity or success, industry relationships, and regional strength.
Half to 60 percent of our effort should target areas such as
electrical engineering, chemistry, and computer science. Some
30 percent of UT’s efforts should target areas of emerging
strength within the university and local or regional investment
such as biomedical engineering, pharmaceuticals and “smart
manufacturing”. The remaining 10 percent of UT’s effort should
target other university activity with commercial potential or

economic impact.

2.3.4 TARGET CORPORATE LEADERS. UT should
proactively target regional corporate leaders in industry that

match its research strength.

2.4 ENHANCE THE CONTRIBUTION TO AUSTIN'S
CREATIVE AND CULTURAL ENVIRONMENT
NECESSARY FOR RECRUITMENT AND
RETENTION OF TALENT.

The Austin region already possesses an overall set of qualities
making it attractive for technology and other company
relocations and new company start-ups. UT Austin makes
significant contributions to the intellectual and cultural capital
of Austin which account for these factors. The teaching and
cultural units of The University making this contribution such
as the Blanton Museum, Harry Ransom Center, Bass Music

Hall, etc. deserve continued strong support.

2.5 CREATE AN ELECTRONIC PORTAL

TO ENABLE INTERNAL AND EXTERNAL
CONSTITUENCIES TO MORE EASILY ACCESS
AND NAVIGATE THE UNIVERSITY’S HUMAN
AND INTELLECTUAL CAPITAL.

The graphic below illustrates the current number and relationship
of campus entities involved in the commercialization of
technology. As this makes clear, there are many, and some
entities are linked through reporting lines while others are not.
Even at a glance, it gives the impression of a system that has
evolved organically and without an institution-level strategy.
The university’s commercialization activities would benefit
from the creation of a web based portal that would provide
easier access to internal and external constituencies trying to

navigate this complex structure (see figure 6 on next page).

2.6 ESTABLISH STUDENT INVOLVEMENT
AS A PRIORITY.
The power of the Subcommittee’s final recommendation

cannot be overstated.

Clarifying Comments

In reviewing the Subcommittee’s recommendations, the reader
may find contradiction between the Subcommittee’s second
guiding principal (commercialization is the responsibility of
the private sector) and Recommendation 2.2 above (fostering
an environment conducive to start-up companies). Interestingly,
these concepts can actually co-exist in a very functional and
productive way. To clarify, the Subcommittee is not suggesting
that the University provide capital to facilitate start-ups — that
is the purview of the private sector. Similarly, the Office of
Technology Commercialization cannot be responsible for
picking the winners versus the losers from the University’s
licensing portfolio. The University has a unique opportunity

to increase the efficiency of the OTC in combination with
fostering an innovative and entrepreneurial environment on
campus, which the Subcommittee believes will result in real
value creation for students, faculty, the University and the

City of Austin.



FIGURE 6: UT Tech Commercialization Ecosystem
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“The Committee will examine the economic
impact the federated model of administration
has on the economic efficiency at The
University of Texas at Austin and will
make recommendations to improve that
efficiency. Specifically, the Committee will
examine how the federated model has been
deployed at each college and within the
central administrative units and make
recommendations concerning how it
might be changed to increase efficiency
and effectiveness specifically in the areas
of financial services, human resource

services, technology infrastructure and

support and administrative support services.”

UT’s administrative service performance is roughly on par
with the average performance of other large universities. But
adopting a centralized and shared administrative model would
generate significant benefits and would help UT catch up

with higher education leaders currently making this change.
Specifically, the committee recommends that a significant
portion of high volume administrative functions be consolidated
and managed centrally. These functions include key portions
of Finance and Procurement, Human Resources, and

Information Technology.

In the eyes of the private sector leaders that compose the
Committee on Business Productivity, the transition to the
“shared services” model is perhaps the most obviously
necessary recommendation within the entire report. That

is to say, for anyone operating under the constraints of the
private sector, consolidating like administrative functions into
centrally controlled units is a “no-brainer.” This strategy has
been proven effective in the private sector with hundreds of
implementations resulting in reduced cost, improved financial
controls, and more consistent policy compliance. And while
leaders across all units have pursued several improvement
initiatives, these efforts would have been more effective if
there were a central authority at the institution level to drive

improvements and be fully accountable for results.

In general, the subcommittee found that units are receptive
to change and recognize that transformation of services will
improve efficiency and service levels. At the same time,
because the shared service model will shift authority and
change established practices, effective and thoughtful change
management will be key to success. Pending changes to
institution-level IT systems make this a unique time in UT’s
history to undertake this effort.

After a detailed analysis of administrative activities across

the University, we believe that UT can achieve between

$150 - $200 million savings over a decade, net of estimated
implementation costs, by implementing the following
recommendations. The cost of implementing new administrative
systems is substantial and full achievement of the savings is
heavily dependent on that successful implementation. It is also
important to note that the functions reviewed by the committee
comprise only 25% of the total administrative functions of the
University. A more detailed review of the remaining 75% of

those functions will likely yield significantly more benefit.



3.1 IMPLEMENT A SHARED ADMINISTRATIVE
SERVICES MODEL.

The subcommittee recommends that high-volume commodity
processes that have typically been consolidated in private
sector industries be likewise consolidated across the University.
These include functions in Finance and Procurement, Human
Resources, and Information Technology. The sub-committee
gathered and analyzed a significant amount of data collaboratively
with 27 different units within the University. This data
strongly suggests that the recommendations are achievable
based on the workforce distribution, the similarity of work
functions, and the level of effort currently expended by
individuals in each unit. Given the largely dedicated workforce
focused on these functions within the units, the work can be
transitioned more easily than at peer universities where the
activities are typically performed in a much more distributed
fashion. Success depends in large part upon instilling a new
culture at UT, trusting each party to meet its responsibilities in
a reliable way, and avoiding the temptation to work outside
of one’s core competence. The specific administrative functions

to be consolidated, include:

Finance and Procurement

e Accounting

e Accounts Payable

* Travel & Expense Reimbursement
e Accounts Receivable

* Requisition to Order

Human Resources

* Employee Administration
* Recruiting & Deployment
* Payroll

¢ Time Administration

Information Technology

* End User Support
* Infrastructure Implementation
* Application Maintenance

* Application Implementation

3.1.1 PLAN AND DESIGN THE TRANSITION PROCESS.
The transition from the current decentralized system to a
shared-services model should proceed as a carefully designed
process consistent with leading practices but balanced with
sensitivity to the university environment. Establish a Steering
Committee and develop a charge document. Communicate

the decision to undertake a design project for UT-Austin.

3.1.2 ESTABLISH COMMON GOVERNANCE. As with
many other recommendations in this report, a new and clearly
defined governance model must accompany the change in order
to ensure accountability. Establishing a common governance
process will require changes that are consistently implemented

at the unit levels. Identify and empower a leader.

3.1.3 AUTOMATE WORK THROUGH TECHNOLOGY.
To the extent possible, UT should use technology to automate
work such as document management, inquiry management,
travel and expense reporting, and so forth. UT will need an
institution-level change in IT systems in order to realize full
benefits. A design phase can confirm the benefit estimates that
enabling technologies can help achieve. This is the right time
to undertake changes in core administrative systems to support

changes in the administrative operating model.

3.2 INCREASE THE RATIO OF STRATEGIC
SOURCING IN PROCUREMENT AND
CAPTURE THE SAVINGS.

UT can capture more through a collaborative, scaled, and
disciplined approach to procurement. The University should
continue to lead academic initiatives with the UT System’s
procurement team. It should also institute a mechanism to

capture the resulting savings at the University level.

* Integrate the UT System Purchasing Alliance calendar
into an assessment effort.

* Understand how savings might be captured locally to fund
University initiatives.

¢ Communicate that schools/units are expected to participate
in sourcing.

* Conduct key stakeholder interviews, identify opportunities

at the spend category level.



3.3 INVESTIGATE UNIVERSITY-SPECIFIC
ADMINISTRATIVE WORK TO IDENTIFY
ADDITIONAL SAVINGS.

Based on the committee’s charge, only 25 percent of the current
administrative costs were reviewed by the sub-committee.
Some 75 percent of UT’s administrative costs occur in other
functions such as development, academic support, research
administration, marketing/public relations, and student services.
Given the University’s scale, even small efficiencies in these
areas can amount to significant cost savings or increased
revenue. In fact, the savings and revenue improvements
achieved in this area could exceed the benefits already identified
for the administrative shared services transformation.
Examples include process redesign, management restructuring,
and policy rationalization. In most cases these improvements
can be achieved by incenting all units to follow the best

practices of a few units. Key next steps include:
* Assess the potential of individual functions for detailed

analysis.

* Identify key stakeholders, conduct assessment interviews.

FIGURE 7: Shared Services Governance Model
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3.4 CREATE TRANSFORMATION ORGANIZATION.
UT should create an organization to support transformation of
the administrative functions at the University level. UT should
establish metrics to empower and hold accountable a single

executive to achieve them during and after implementation.

One possible model for this organization is illustrated in

figure 7 below.

Though these changes may seem sweeping in scope, there
are many other areas that fell outside the committee’s charge
that no doubt would benefit from similar examination, including

such areas as Development and University Communications.

STEERING
COMMITTEE

» Govern Shared Services to balance customer and
provider interests at University level
« Service delivery strategy

* Address service issues referred by Advisory
Committee; no direct customer access

USER
GROUPS

« Service performance issues
» Continuous improvement feedback
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Source: University of Texas Committee on Business Productivity Analysis, 2012
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CONCLUSION
o

The University of Texas at Austin is in a
unique position in its 130-year history to
make a bold move to the front of the pack
of public research universities. But excellence
costs money, and in an environment of
scarce public resources and economic
challenges it therefore must look elsewhere,
both inward and outwardly for those

sources of funding.
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Business, the McCombs School of Business, and the
University of Texas Exes. She is a Henry Crown Fellow
at the Aspen Institute, and has held a number of leadership
roles with entities supporting the advancement of women
in the workplace. Ms. Utter has been recognized as an
Outstanding Young Texas Ex and is a recipient of the
John Gardner Award for service from Stanford.

She earned her BBA in business administration in the
honors program at The University of Texas at Austin in
1984. She earned her MBA from the Stanford Graduate
School of Business in 1986.

Ms. Utter and her husband, Ward, reside in Pennsylvania
with their two children.

StarTex Power has received a No. 1 ranking in 2009 in
the JD Power Retail Electric Provider Customer Satisfaction
Study in Texas, a ranking of No. 3 in 2010 and 2011, and
its 2009 Inc. 500 ranking as the 30th fastest growing
privately held company in the U.S. Houston Business
Journal named the company a Best Place to Work for the
past four years and it was named a 2010 Best Company
to Work for in Texas by Texas Monthly Magazine.

Mrs. Zlotnik is on the board of the Gulf Coast Power
Association and is currently serving on the 2011 Electric
Reliability Council of Texas Technical advisory committee
after serving on its board in 2010 and 2011. She serves
on the board of Texas Energy Association for Marketers.

Mrs. Zlotnik graduated from The University of Texas

at Austin with a bachelor of business administration in
accounting and is a licensed Certified Public Accountant.
She serves on the board of the Association of Woman

in Energy and Girls Inc. of Houston. Marcie donates her
time to Longfellow Elementary, a Houston school StarTex
Power adopted in 2009. When Mrs. Zlotnik isn’t working,
she enjoys snow skiing and spending time with her husband
and three boys watching or participating in sporting events.
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