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Financial Pressure Is 
Not a Strategy. 

 

From Financial Intervention to Economic Change 

What Must Change in the University's Underlying 
Economic Model? 

 

 

Executive Summary 

Financial pressure is forcing universities to make consequential choices about portfolios, people, 

estates, technology, partnerships and institutional capability. Many of these interventions may be 

necessary. But intervention is not evidence of strategic progress. 

The critical question is: What has actually changed in the underlying economic and institutional 

model? 

A university can reduce expenditure without improving productivity, close programmes without 

removing sufficient cost, restructure without changing how work is organised, or invest in 

technology without improving workflows. It can protect liquidity while weakening capabilities on 

which future demand depends. 

The August Blog, When Financial Pressure Becomes a Strategy Problem, established the central 

proposition: an intervention can relieve financial pressure without changing the economics that 

created it.  

This Executive Brief takes the argument further by asking why an intervention should create the 

expected result, what consequences may emerge elsewhere, which capabilities must be protected, 

who owns the outcome and what evidence will show whether the original decision remains valid. 

Financial sustainability is therefore not simply a finance problem. It is a strategy, capital allocation, 

capability and decision-quality problem. 

 

https://drpaulphillips.com/blog-no-9/
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Building on August 2026: When Financial Pressure Becomes a Strategy Problem 

The August Blog argued that financial pressure raises the standard of proof for university decisions. 
This Executive Brief asks what is producing the financial vulnerability and which decisions will actually 
change it. 

 

The Problem: A Deficit Is an Outcome, Not Necessarily the Cause 

Financial pressure encourages urgency. Urgency encourages intervention. But similar financial 

outcomes can result from very different underlying problems. 

One university may be experiencing a persistent weakness in demand. A second may have an 

operating model that cannot deliver provision economically. Another may carry significant fixed 

costs, fragmented processes or an estate configuration that constrains strategic flexibility. Another 

may be underinvesting in capabilities required for future growth. 

These are not variations of the same problem. They require different decisions. 

This is why a uniform savings logic can be strategically dangerous. It assumes that the marginal 

pound removed from different activities produces broadly similar consequences. Some expenditure 

sustains activity with declining future value. Other expenditure sustains capability that may be 

difficult to recreate. 

Financial pressure should therefore produce greater differentiation in resource allocation, not 

simply deeper reductions distributed more widely. The starting point is diagnosis: is this 

principally a demand problem, a cost problem, a productivity problem, a portfolio problem, a 

capability problem or an operating-model problem? 

Without sufficient diagnosis, visible action can be mistaken for progress while 

the underlying cause remains unresolved. 
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What Changed in the Underlying Economic Model? 

This is the question that should lie behind every major university intervention. In this brief, 

“underlying economic model” refers to the wider economic and institutional model shaping 

demand, cost, capability and value. 

 

Intervention What the decision must demonstrate 

Academic portfolio Closing provision reduces activity, but the case must show which costs genuinely 
leave, where demand moves, what teach-out teaching remains, which capabilities are 
affected and when the financial benefit appears. 

Workforce Headcount reduction lowers expenditure only if the operating model changes 
sufficiently to avoid fewer people being expected to perform the same work through 
unchanged processes. 

Digital investment Technology creates value only where workflow, data, capability, adoption and decision 
rights change sufficiently to produce a measurable operating or financial effect.  

Partnerships / shared 
services 

Scale or access must improve the net economic and operating model after transition 
costs, dependencies, control rights and additional governance are recognised. 

 

From Intervention to Consequence 

One weakness in strategic decision-making is the tendency to move too quickly from action to 

expected benefit. The university announces an intervention. The business case predicts an 

outcome. The mechanism connecting the two receives less attention. 

 

Proposed 
action 

Causal 
mechanism 

Direct 
effect 

System 
effects 

Economic / 
institutional 

consequence 

Observable 
evidence 

 
This matters because universities do not operate as collections of independent activities. 

Programme decisions can affect shared teaching, research capability, student progression or other 

provision. Workforce reductions can alter workload, behaviour and service quality elsewhere. 

Digital interventions can fail because surrounding workflows and incentives remain unchanged. 

Leadership should therefore ask not only why an intervention should work, but what else may 

change because the institution intervenes here. Not every consequence can be predicted. The 

governance requirement is more practical: identify material interdependencies, make assumptions 

explicit, observe evidence capable of challenging the original thesis, and give someone authority to 

adapt the decision when the institution responds differently from expected. 

Resilience includes the capability to decide under uncertainty, observe how 

the institution responds and adapt before unintended consequences become 

irreversible. 
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Portfolio Renewal: Where the Strategic Test Becomes Harder 

Academic portfolio renewal brings the argument into particularly sharp focus. A purely financial 

assessment is inadequate because courses and disciplines can sustain research capability, 

institutional reputation, employer relationships, intellectual breadth, student progression and 

future strategic options. But academic value cannot reasonably place an activity outside economic 

scrutiny either. 

The challenge is not to decide whether Finance or academic judgement should dominate. It is to 

make academic, strategic and financial evidence meet in the same consequential decision. 

Leadership should understand future demand, genuine economic contribution, capability, strategic 

fit, interdependency and opportunity cost. Historic enrolment is evidence of the past, not a 

guarantee of the future. Contribution analysis needs to distinguish direct, shared and genuinely 

removable costs. Capability matters because some capabilities are difficult to recreate once 

removed. 

These questions do not make portfolio decisions easier. They make the basis for those decisions 

more explicit. 

Capability Is Not Simply a Cost 

Financial pressure can encourage organisations to treat capability as expenditure. That can be a 

mistake. Some expenditure primarily supports current activity. Other expenditure sustains the 

capacity to generate future value. Those categories overlap, but they are not identical. 

Leadership, therefore, needs to distinguish between costs that can be removed without materially 

reducing future capability and capability whose removal improves current cash while weakening 

the institution's future position. 

What capability would the institution regret losing three years from now? 

 
The answer may involve particular disciplines, research infrastructure, digital expertise, employer 

relationships, international networks or analytical capability. This is not an argument for 

protecting everything. Financial constraint makes choices unavoidable. It is an argument for 

making those choices deliberately. 

A university under pressure must still allocate resources towards its future. The decision is not only 

where to spend less. It is where resources create sufficient future value to justify continued 

commitment. 

Decision Rights Become More Important Under Pressure 

Shared input should improve decision quality. It should not make ownership disappear. A material 

decision should make clear who recommends, who owns the evidence, who challenges the 

assumptions, who has the authority to decide, who owns the implementation, who owns the 

financial and institutional consequence, and who can adapt or stop when the evidence changes. 
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An institution can have extensive governance arrangements and still struggle to answer these 

questions. That is a decision rights deficit. The warning sign is not the number of committees 

involved. It is whether accountability survives the decision-making process. 

Whose name remains attached to the outcome after approval? 

 

The Five-Test Standard Still Applies 

The Five-Test Standard remains the underlying decision discipline: Decision, Evidence, Financial 

Consequence, Ownership, Action and Stop Rules. June's Executive Brief established what passing, 

warning and failing look like against those tests. The detailed passing standard does not need to be 

repeated here. 

The August development is different. It adds a harder challenge inside the standard: can leadership 

demonstrate the causal route from intervention to consequence, identify material system effects 

and observe whether the original decision thesis survives implementation? 

The test does not end at approval. The underlying logic must remain credible as the institution 

responds. 

The Strategic Test 

Financial sustainability is often discussed as though the institution primarily needs to identify 

sufficient savings to close a forecast deficit. That is too narrow. A university can reduce activity 

while leaving weak demand, structural cost, poor productivity, fragmented processes or ineffective 

capital allocation largely unchanged. It can also improve short-term cash while removing 

capabilities required to generate future value. 

The more demanding test is: What became structurally different as a result of the decision? 

This requires leadership to connect intervention to economics, capability and institutional 

consequence. It also requires humility. Each initial decision will contain assumptions, and some 

may  prove wrong. The quality of governance, therefore, depends not only on making a stronger 

initial choice but also on establishing the evidence, ownership and authority required to adapt 

when reality diverges from the original case. 

That is the point at which financial sustainability becomes more than a financial recovery exercise. 

It becomes a test of institutional decision capability. 

From Executive Discussion to Controlled Application 

The next step is not another institution-wide transformation exercise. It is one consequential live 

decision: a portfolio choice, restructuring decision, digital investment, estate decision, partnership 

or another material allocation of institutional resources. 

Establish the baseline. Test the decision against evidence, economics, causal logic, capability, 

material system effects, ownership and action rules. Then determine whether the case is 

sufficiently robust to proceed, or whether it requires further development, redesign or stopping. 

https://paulphillips.dev.onpressidium.com/sustainable-strategy-executive-paper-3/
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The purpose is not another financial sustainability report. It is to establish whether the decision 

has become more robust, more explicit and better governed than at the outset. 

 

Conclusion 

Financial pressure makes action necessary. It does not tell leaders which action creates value. The 

stronger institutions will be those able to distinguish between interventions that relieve immediate 

pressure and decisions that change the conditions producing that pressure. 

That requires diagnosis, causal logic, understanding of capability and interdependency, clear 

decision rights, and evidence capable of showing when the original thesis is no longer holding. 

The central question remains: What has actually changed in the underlying economic and 

institutional model? If leadership cannot answer it, activity should not automatically be interpreted 

as transformation. 

 

Financial pressure does not remove the need for strategy. It raises the standard that 

strategy has to meet. 

 

 

Three ways to take the next step 

 

1. Bring One Live Decision  
For your institution, select one consequential decision in portfolio, restructuring, digital, estates, 

partnership or another material area of institutional resource allocation. 

2. Test It Before Commitment  
Assess the decision against evidence, economics, causal logic, capability, ownership and action or 

stop rules. 

3. Measure What Improved  

Establish the baseline, apply the approach and document whether the decision became more 
robust, explicit and better governed. 

 

To explore a controlled application to one live institutional decision.  

Contact Dr Paul A.Phillips: drpaulphillips.com 

 

 

 

https://drpaulphillips.com/contact
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