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1 Background 

The University of Pittsburgh, founded in 1787, is one of the oldest institutions of higher education in the United States.  The university has one main campus located in the city of Pittsburgh and four branch campuses located in the cities of Johnstown, Greensburg, Titusville, and Bradford.  The university has over 35 thousand students who attend with around 73 percent coming from the State of Pennsylvania.  In 1966, the university became one of four state-related universities that while the university is still a private institution, the state agrees to fund part of their budgets so that in-state students can attend top quality universities at low costs.  The University of Pittsburgh shares this designation with Lincoln University, Pennsylvania State University, and Temple University.    

In the last 10 years, Pitt’s appropriation from the state has been decreased 6 times.  In those same 10 years, while the state’s budget has increased by 40 percent and inflation has increased by 20 percent, Pitt’s appropriation has been flat.  In the most recent years, Pitt appropriation has been dramatic and large.  In 2010, the state of PA gave Pitt $167,995,000 in funding.  The next year in 2011, the state cut Pitt’s budget by 19% and only appropriated $136,076,000.  While the 2012 budget has not been approved yet, the state is proposing a budget cut of 30% to $95,253,000.  This would be the lowest level since the University of Pittsburgh became a state-related institution in 1966.

2 The Problem

The University of Pittsburgh has faced losses of state appropriations in many of the past years and has had to introduce many cost-saving solutions such as freezes in pay increases, decreased budgets, layoffs of some staff, and delays in needed construction projects.  Also, the university has had to increase the cost of tuition for students from Pennsylvania to become closer to the out-of-state rate.  So far, the state has given no indication that it will not cut Pitt’s budget by 30% again in 2012.  The university recognizes this problem and there are talks about how to survive in an era of decreased funding from the state.

The possible alternative solutions that we have considered for the purpose of the ANP model are discussed in the next section.
3 The Alternatives

The two alternatives evaluated for the purpose of this model are as follows:
3.1 Privatize
As the name suggests, this alternative involves the University of Pittsburgh privatizing and now longer being state-related.  The major effects of this option would be:

· Immediate loss of over $100 million of state aid.

· University regains total control of finances and does not have to depend on the state to set its tuition and university finances for the year.

· University can begin to do classified and non-reportable research 

· Loss of students who can no longer afford to go to a private Pitt as there are no more reduced tuition for in-state students

· Immediate re-budgeting needed for the whole university 
3.2 Public
In this alternative, no steps in terms of change are taken.  The University still remains as a state-related university.  The major effects of choosing this option would be:

· The state still continues to appropriate over $100 million in state aid to Pitt

· The university still has to wait for the state to sign its yearly budget before it can set tuition rates and finalize the budget for the year
· Pitt continues to have two rates fo tuition based on location that students come from

· Pitt financial control continues to be in the hands of the state

4 The Model

The model has 5 different strategic criteria that were used as the objective of the study. The best solution in terms of what the University of Pittsburgh should do to resolve the related to the state of Pennsylvania continued cut in state funding to Pitt:
	Strategic Criteria

	Economic Well Being

	University Ranking

	Quality of Education

	Continued Enrollment

	Research
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The model utilized the ratings approach weighing each criterion against the Benefits, Opportunities, Costs, and Risks. The most important was University Ranking at 30.7%. 
This criterion was related to all the university ranking aspects that the decision would have on how the university and all of the schools/programs are ranked compared to all of the other universities and colleges in the world.  Research and Economic Well Being were the second and third respectively followed by continued enrollment and quality of education being up the rear.  The four benefits of BOCR according to the Strategic criteria are also shown below.
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Each BOCR was also rated and the following priorities were obtained:
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The subnet of Benefits was divided into:

1) Financial 
2) Students
3) Political
The screenshot below is the control criteria inside the Benefits subnet
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The subnet of Opportunities was divided into:

1) Financial
2) Political
The screenshot below is the control criteria inside the Opportunities subnet
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The subnet of Costs was divided into:

1) Financial
2) Political
The screenshot below is the control criteria inside the Costs subnet
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The subnet of Risks was divided into:

1) Financial 
2) Social
3) Political
The screenshot below is a the control criteria inside the Risks subnet
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4.1 Benefits:
4.1.1 Financial 
The financial benefits were divided as per its impact on the university under each alternative.   
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4.1.2 Students
The student benefit was divided into education quality and financial and their effect on the university and students.
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4.1.3 Political
The political benefits were divided into benefit to the university status related to which part controls the governor’s office and the state assembly.
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4.2 Opportunities:
4.2.1 Financial
The financial opportunity related is related to the control of the university and financial possibilities of classified research in relation to the university. 
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4.2.2 Political
The political opportunity is related to the possibility of getting political earmarks from friends of the university in both the state and federal government. 
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4.3 Costs
4.3.1 Financial
The financial costs related to the loss of state appropriations and its effect on the university. 
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4.3.2 Political

The political cost is related to the universities perception of the alternatives and the effect on state government. 
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4.4 Risks
4.4.1 Financial
The financial risk is related to the risks of privatization and costs to the university. 
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4.4.2 Social
The social risk is related to the public perception of the university being possible private. 
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4.4.3 Political

The political risk is the state perception to the university if it goes private and the risk if the university would need help. 
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5 Results

As all nodes and clusters were compared based on their relationship with one another, the best solutions reached with the model was for the university to stay a public state-related university based on both the additive negative and multiplicative results. 
The multiplicative results:
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The additive negative results:
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5.1 Benefits Results

The highest priority alternative from the Benefits model was “Privatize” as shown below.
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5.2 Opportunities Results

The highest priority alternative from the Opportunities model was “Privatize” as shown below.
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5.3 Costs Results

The highest priority alternative from the Costs model was “Privatize” as shown below.
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5.4 Risks Results

The highest priority alternative from the Costs model was “Privatization”, as shown below.
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6 Sensitivity Analysis

The sensitivity analysis was performed taking into consideration the Benefits, Costs, Opportunities and risks as independent variables.  All the analysis confirmed “Remain Public” as the best possible decision for this problem.   

6.1 Benefits

This sensitivity analysis demonstrates that “Privatize” is the best across most board except when low importance is given to the benefits category.   
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6.2 Costs

This sensitivity analysis on costs as the independent variable demonstrated that remaining public is the best possible decision.
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6.3 Risks

Along with costs, this can be considered one of the two most important analyses due to the nature of this problem.   The sensitivity analysis demonstrated that remaining public is the decision that will provide the lowest exposure to risk.
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6.4 Opportunities

Finally, the sensitivity analysis on opportunities also demonstrated that remaining public is the best possible decision. 
[image: image28.png]s Sensitivity analysis for Super Decisions Main Windo... (=]
iy for b Decggaplalo Windo

Ele Edit_Help

07 08





7 Conclusion

By using the additive negative formula, the model synthesized that remaining would be the  best decision while the privatization options was nowhere near as close to the remaining public option. 
To reach this decision, it took into consideration many variables that embrace all the stakeholders of a project of this nature, such as students, senior leader of the university, faculty, staff, etc.   

We can conclude that the choice to remain public can be taken with a considerable amount of comfort by the deciders of this issue.
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