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The Context

This report is based on an analysis of the practicability and the effect of different models for allocating costs of journal and other digital information licences between HEIs where journal collections or other information products have been licensed by a ‘bloc’ of institutions for a single all-in price – the so-called ‘Big Deal’.  This type of transaction is contemplated for core resources that have widespread application in HE.  It can operate at a national level, or on a regional basis, or for groups of academic libraries with a common interest in a particular discipline.

This report follows studies examining the effects of migrating more rapidly to wholly digital journal provision.   Firstly, it is based in the broader context of the UK scholarly communications system described in a report published by the Research Information Network: Cambridge Economic Policy Associates Ltd., Activities, costs and funding flows in the scholarly communications system in the UK, Research information Network, London, 2008 (referred to as the ‘CEPA Report).  
Secondly, it draws on the JISC Collections report reviewing single payments to publishers (Cox J, Review of the Costs and Benefits of Single Payment Arrangements for JISC/NESLi2 Licences, JISC Collections, London, 2009, referred to as the ‘Single Payment Report’), which  indicated that there would be both financial savings and non-cash benefits of wider access, from single payments to publishers (as against individual invoices and payments in respect of each individual institution) and bloc purchasing within the NESLi2 framework as a whole. The report found that “the view that NESLi2 should migrate to universal all-in national licences for a core group of publishers.  In such cases, the publisher-library relationship would be simplified.  For the publisher, single payment and access to the entire publisher’s content by all NESLi2 libraries, together with the wider readership that universal access engenders.”
Both reports point to the benefits of moving to a digital journal environment in which online-only journal lists are licensed from publishers (and print versions discontinued) and paid for in a single payment transaction and in which significant reductions in library operating costs are achievable.
The impact on library operations of a digital journal environment

In examining the impact of a migration to an electronic-only journal information environment, the CEPA Report examined the costs incurred in the UK to provide access.  So far as UK academic libraries were concerned, its analysis differentiated between types of university/HE libraries using SCONUL’s categorisation:

· RLUK: Research Libraries UK, the libraries of 23 large UK universities (and Trinity College Dublin) plus national and other research libraries;

· Old: non-RLUK universities founded or chartered before the Education Reform Act 1992, including the Open University;

· New: Universities incorporated in 1992 or subsequently. 

· HEC: Higher education colleges not having university status.

It reported that the fixed and variable costs of providing access to journals, excluding subscriptions, totalled £62 million.  Moving to electronic-only journal provision changes the cost base of the academic library, in that it reduces or eliminates some library functions, while increasing costs associated with providing electronic information services: 

a. Costs are reduced by – 

· Eliminating print-related processes such as check-in, changing current issue displays, spine labelling, bar coding, inserting and applying bookplates, binding, and initial shelving;

· Reducing stack maintenance duties, such as shelf reading and maintenance, collection shifting, collection weeding and cleaning; and/or

· Reduced library space costs otherwise required to store printed journals.

b. Cost increases arise from – 

· Increased IT hardware, online user management and maintenance costs;

· Standard rate VAT on electronic journals at 17.5% (20% from January 4, 2011) is a net cost to academic libraries as universities are VAT-exempt institutions;

· Printing cost incurred by users in libraries. 

CEPA estimated that the net reduction in library costs would be £11.7 million in a full year; libraries benefit from reduced operating and subscription costs, although these are offset by the impact of VAT on electronic journals.  The net effect on costs varies by library type:

RLUK: 
- 6.8%

Old: 
-5.9%

New:
-4.5%

HEC:
-11.3%

Overall, the reduction in library costs is estimated generally to be in the range of 5-7%m.
Pricing of e-journals agreements 

Whilst this study primarily addresses ways in which the costs of e-journals agreements can be redistributed among members of a consortium, the broader context is the nature of the underlying pricing models adopted by publishers and how suitable and relevant these are from the viewpoint of libraries.
Pricing models are merely vehicles by which a price can be agreed.  They should be seen to be relevant and ‘fair’, and based on verifiable objective grounds.   Libraries themselves can create sets of criteria by which they may judge whether such models are rational and equitable, and indeed result in prices that represent value for money.  The Appendix to this report provides further information on the general approach to pricing adopted by publishers for Big Deal agreements for library consortia, as well as views on elements of the pricing raised by a number of librarians.
SHEDL as a UK precedent

The provision of centralised ‘single payments’ to participating publishers has been a feature of the NESLi2 initiative for some years. It enables financial benefits to be achieved for member institutions by way of lower prices as well as efficiencies and reduced overheads for publishers.  JISC Collections collects fees from individual institutions and administers the single payments to publishers. Not all publishers participating in NESLi2 make use of the single payment, but the majority do so and numbers are growing each year.

In 2007 a report was also commissioned by SCURL examined ways of improving the availability of journal literature within Scottish Higher Education.  As a result, SHEDL (Scottish Higher Education Digital Library) was established, operating as a single bloc of nineteen HEIs within the NESLI framework.  The first SHEDL sub-licences were initiated in 2009 with American Chemical Society, Cambridge University Press and Springer.  The agreement provides for access to all the publishers’ journals for all SHEDL members, at a negotiated price.   Based on SHEDL’s experience, it is clear that purchasing as a bloc of nineteen HEIs in Scotland yielded both financial and non-financial benefits:

· Based on a target price of aggregate expenditure in 2007 plus 10%, SHEDL exceeded its target in the case of all three publishers: 0.1% in one case, 1.6% in the second, and 7.3% in the third.

· Comparing 2009 SHEDL expenditure with the actual expenditure by Scottish HEIs that had opted in to the then NESLi2 offers in 2007, and allowing for price increases of around 5% per year, the ‘savings’ ranged from 4% to over 10%. 

· The three 2009 SHEDL licences have provided uniform access to the three publishers’ journals across all nineteen HEIs in Scotland, creating some significant non-financial benefits by extending the range of journals available at each institution, including those that already participated  NESLi2 licences or had significant holdings of individual titles. 

· It has reduced the workload within HE libraries as it is an all-inclusive arrangement that overrides the intricacies affecting individual institutions in some NESLi2 deals.

JISC Collections’ accumulated experience is that providing publishers with a single point of negotiation, procurement and payment is likely to result in improved pricing:

· A ‘discount’ of 1% or 2% to reflect the administrative convenience and efficiency to the publisher of a centralised single billing facility. 

· Passing on the standard subscription agent’s discount to JISC Collections for handling the transactions and payment, worth another 4%, representing the average publisher discount offered to subscription agents.

Significant in the feedback from libraries consulted as part of the Single Payment Report was the view that NESLi2 should migrate to universal all-in national licences for a core group of publishers.  In such cases, the publisher-library relationship would be simplified.  It concluded that it would be reasonable to foresee a two-tier licensing framework, where key journal publishers entered UK-wide all-in licences, while other NESLi2 publishers operated in the established opt-in framework.  
The impact of SHEDL on future planning within UK HEIs has been important.  Whilst the single publisher payment provision is currently based on simply paying the aggregate amount of the fees set by the publisher for each participating institution, there has been an increasing interest by JISC Collections in exploring ways in which the total amounts payable to publishers could potentially be apportioned differently, for groups of higher education institutions.   SHEDL has been considering the possibility of moving to an arrangement for apportioning costs of e-journal agreements among its members, and other groups are interested generally in adopting the SHEDL model and considering cost redistribution.

However, SHEDL sidestepped the issue of creating a new model of cost distribution by allocating costs of each SHEDL licence between the SHEDL institutions in proportion to the total expenditure of each institution on each publisher’s journals in prior years.  

Aims of the project

The objective of this study was to explore the methodologies, in the context of e-journal agreements with publishers, which could be used for the redistribution of costs between all libraries participating in a bloc, or single, purchase arrangement with a publisher, and to create models that could be used in practice for such redistribution. 
The study concentrates on ways in which costs can be re-distributed; it makes no attempt to demonstrate the financial benefits accruing from ‘bloc purchasing’, which has already been covered within the Single Payment Report.

The range of cost allocation methods
The initial phase of the study involved a brief review of relevant literature and of approaches to cost allocation adopted by other library consortia.  

The literature search produced a number of relevant articles, the two most helpful being:

Anderson, Douglas, Allocation of Costs for Electronic Products in Academic Library Consortia, College & Research Libraries, March 2006, http://crl.acrl.org/content/67/2/123.full.pdf+html. Douglas Anderson, Library Director at Marietta College Ohio,  also provided additional useful information by email.
Stanger, Kari and Hormia-Poutanen, Kristiina, Cost Division Models in BIBSAM and FinELib consortia, Serials, November 2003, http://uksg.metapress.com/app/home/contribution.asp?referrer=parent&backto=issue,14,21;journal,21,68;linkingpublicationresults,1:107730,1
Contact was made with sixteen consortia in Europe, USA and Australia, outlining the nature and aims of the study and seeking information on current practice.  Fourteen of these responded and six indicated that they are or have been using cost allocation methods:

· DEFF Denmark   
No cost allocation 
· BIBSAM, Sweden
Use cost allocation
· FinELib, Finland

Use cost allocation
· Bavarian Consortium
No cost allocation 
· ABM Norway

No cost allocation 
· FCCN Portugal

Use cost allocation 
· CAUL Australia

No cost allocation
· Ohiolink

No cost allocation
· Lyrasis, USA

No cost allocation
· UKB, Holland

Use cost allocation

· NERL, USA

No cost allocation 

· IReL, Ireland

No cost allocation 

· VIVA, USA

Use cost allocation 
· CBUC Spain

Use cost allocation 

From the responses received from the consortia, and information from the literature search, the following are the variables and parameters that have been adopted for cost allocation models:
1. Publishers’ prices:
The most basic cost apportionment is simply to use the amounts indicated by publishers for each individual library in their proposals to the consortium, generally based on the current expenditure with the publisher by each library.   For those institutions currently spending zero or very little with the publisher but who would have access under the agreement, a publisher might propose a small fee, or no charge at all; this practice varies from publisher to publisher.  An alternative to current expenditure is usually based on a banding or tier in use by the publisher or consortium (e.g. JISC Banding).
2. Equal division:
The total amount in the publishers’ consortium proposal is divided equally between the number of participating institutions, i.e. each library pays exactly the same amount. 
3. Size of institutions:
Cost distribution is based on a ‘size’ metric to classify each institution. This could be based on one or a combination of the following:

· An existing banding system, such as JISC banding.
· An ‘official’ measure for each library that is collected and recorded nationally, such as: total FTEs; student FTEs (this may be a combination of full-time and part-time); staff and researchers FTEs; FTEs by discipline; all users who have access to the resource, etc. 
FTE data for each UK university is available from HESA, the Higher Education Statistics Agency, (www.hesa.ac.uk). For students there is a breakdown by postgraduate and undergraduate, full and part time and by subject of study. Academic Staff numbers are broken down by activity and by institution, full and part time, cost centre etc.
· An institution’s income, e.g. total income, total government funding, total research funding etc. HESA collates data by income for each UK institution. 
4. Size of library budget:

Using the library budget or pattern of expenditure includes a number of options, which in the UK are available in the SCONUL Annual Statistics:
· Total library budget

· Acquisitions budget

· E-resources budget

· Serials budget

5. Institutions’ use of journals based on usage data:

Although superficially attractive to publishers and rational in that it reflects user demand in each participating institutions, consortia are highly unlikely to use usage data as the single factor in a cost allocation exercise. Reasons for this include: 
· Usage data might be of questionable quality; 
· Pricing based on usage could potentially lead to restrictions on access and use of resources; 

· For new agreements no usage data may exist, so data may only be usable in the 2nd or 3rd year, with some other variable used in the first year.  

In employing usage data as one of a number of factors or variables, rather than simply using usage data figures, the data could be used to allocate library members to a particular pricing tier.  Moreover, if usage data results in a very steep increase in one year for a library, the establishment of a ‘maximum’ or ‘ceiling’ for a member institution could be considered.   A transition period may also be necessary.
6. Sharing of negotiated savings:

The savings achieved in negotiating an agreed price with a publisher (e.g. negotiated price compared with list price) could be shared across members. The percentage saving, compared with the total of the list prices for each institution,  could be applied to the list price relevant for each institution - arriving at the total amount of the publisher’s proposal. This model is only really useful in situations where the list price for each library (e.g. based on size) is different and where the list prices can easily be established.

7. Relevance of the publishers’ journals to universities’ disciplines:

This involves an analysis of the subject disciplines of journals of the publisher and the total price of all the journals in each discipline coupled with, for example, the disciplines studied by students at each institution.  If, for example, University A has 20% of all medical students in the universities in the consortium, it pays 20% of the total costs of the medical titles in the publisher’s proposal. This is repeated for all major disciplines.  This methodology requires a considerable amount of analysis, and may not be suitable for large consortia.  

8. Bidding by libraries:
A method that has been used by one consortium in the US is based on libraries indicating the amount they would be willing to pay for a given resource licensed by a consortium.  The process involved the consortium presenting its member libraries with its proposed cost analysis of a financial proposal from a publisher, e.g. using a combination of proportional division of FTEs and equal division of the cost of the resource.   Each library was asked to respond indicating an amount it would be willing to pay; if the total of ‘offers’ was sufficient, the resource would be licensed by the consortium,.   If too low, member libraries would be presented with the results and asked to bid further until the required licence fee is reached. If a library’s bid was still deemed too low, the library might not be able to participate, or other institutions might consider ‘subsidising’ the amounts, in order for access to be available to all members. 
9. Other approaches

Other approaches might include:
· Dividing part of the overall amount equally among members and then apportioning the remainder using a formula.

· Basing half of the total amount on the existing expenditure by each library with the publisher, and the other 50% apportioned using a formula.

Whilst a consortium might use only one of the criteria described above, it is more likely that a combination of such variables is used, often with different weighting, for example:
· Total research income of an institution (10% of allocation)

· An institution’s total FTEs (30%), 

· An institution’s usage data for the resource / collection (60%)
Cost allocation methods used by other consortia

Information and advice was sought from the six consortia that indicated that they did use cost apportionment methodology.  The views of an experienced consortium manager from the USA were sought, in order to bring a different perspective to the issue.  The consortia are not named in this report, in order to protect commercial and academic confidentiality.

Consortium A:
Consortium A has considerable experience in allocation of costs among members.  It comprises nine universities, 21 polytechnics and one research institute.  Its allocation model is based on three separate factors combined, namely:

· Numbers of students:



10%

· Numbers of researchers and professors:

30%

· E-journals usage data :



60%

Its model specifies both a ‘maximum’ and a ‘minimum’ amount to be charged to each institution, and maximum and minimum limits with regard to price increases/decreases compared to previous years of the agreement. 

The maximum and minimum amounts are simply based on the Consortium’s experience, and considerable experimentation. With regard to the weighting percentages, it weighted usage data at 60% as it considers this an important factor (‘real use of content’). This combination of student numbers, staff and researchers, and usage (and the weighting percentages) is a standard model; it does not vary from contract to contract. 

Consortium A receives national funding for content acquisition, but at considerably less than 100% of all content costs. The balance is charged to each library in each agreement using the allocation model.   It pays publishers centrally and then invoices each member library.  It should be noted that participation in an agreement is optional.  This Consortium reports that its members are satisfied with the cost allocation model.


Consortium B:

Consortium B has 63 members (universities, polytechnics and specialist libraries).   Its cost allocation model is less complex than that adopted by Consortium A; it uses a combination of previous cost of the resource for each library, combined with FTEs (students in certain subject areas, staff, researchers), depending on the nature of the resource.  Limits are set for maximum and minimum levels of price to be paid by each institution.

Journal usage has also been a ‘background’ parameter, used to ‘check’ that the result of the standard cost allocation formula proves to be ‘fair’ in comparison to actual usage.
Consortium B indicated that it is interested in re-evaluating its model, both because it has proved to be very time-consuming and complex to administer, especially when new members join, or cancel participation at a late stage.  It has found that it is easier to design allocation models for large groups of members, as the result of allocation is generally less dramatic when spread over a large number of libraries.  It acknowledged that cost allocation becomes more challenging the more expensive the resource is, and where current expenditures on the resource vary dramatically between member libraries.
Consortium C:
Consortium C has 67 members.  Most are universities, but membership also includes hospitals, not-for-profit organisations and private colleges.  All agreements with publishers are for online content only.  Government funding is provided for a large part of the content, with the balance being shared by member libraries.  This balance is allocated on FTEs:
· Numbers of teaching staff

· Numbers of PhD students

· Numbers of students, modified on the basis on the number of years of the degree courses of the students.

No maximum or minimum amounts are used, although Consortium C envisages using them in the future.

Consortium D:

Consortium D has fourteen university members.  Its cost allocation model attempts to measure the relevance of a resource to each university, by looking at which disciplines are represented in that university, how those disciplines relate in quantitative terms (number of students) and how the disciplines are represented in the list of the publisher’s journals.

The process involves grouping the publishers’ journals in bundles of general disciplines.  The published subscription prices of all the journals in each bundle are totalled, to show the percentage each bundle makes up of all the titles of the publisher.   For example, if 25% of the publisher’s journals are in medicine, and university A has 10% of all medical students in the consortium, then university A pays 10% of the costs of the medical titles. The exercise is repeated for all other disciplines.

Consortium D acknowledges that the success of its model depends on its members being a homogeneous group of libraries, although their disciplinary profiles differ significantly.  It indicated that its model required a great deal of ‘fine tuning’, which becomes more difficult as a consortium becomes larger.
Consortium E:
Consortium E has adopted a formula based on:
· 40% of cost divided equally by the number of members
· 30% of cost based on number of students
· 30% of cost based on size of university budget 

This is applied as it is to database licences.  In the case of e-journals, the formula is combined with members’ prior expenditure on subscriptions with the publisher concerned, whether print or online.  The overall cost of each publisher licence is divided in two: half the cost is distributed by the formula used for databases, and the other half is distributed proportionally by the prior expenditure. 
Consortium E commented that all such formulae present problems.  Under pressure from larger members, it examined the feasibility of dropping prior expenditure in the case of e-journal licences, but found the results to be highly unsatisfactory, so did not do so. 
Information on cost allocation from an experienced consortium manager: Arnold Hirshon:

Arnold Hirshon, Director of the Lyrasis consortium in the USA (created by the merger of PALINET, SOLINET and NELINET), has had considerable practical experience in cost allocation formulae in his work with both eIFL.net for their individual country consortia, and also with ICOLC.  He provided the following information:
1. eIFL.net
eIFL.net member countries typically use a variety of factors, including:
· Usage (which Hirshon discouraged because it creates a financial disincentive, i.e. it rewards libraries if they do NOT use a resource to its fullest potential),

· Ability to pay (e.g., library budgets)

· Population served (e.g., FTE count, and weighted FTEs [e.g., graduate vs. undergraduate, technikon/2 year vs. 4 year institutions])

· Equal share.   

There were also variations, e.g. weighting of the relevance of a resource to the subject of the institutions’ programmes.  

2. ICOLC 

As part of his work for eIFL.net in 2003, Hirshon surveyed ICOLC members on cost sharing practices.  Thirty consortia responded:

· 57% were from the USA and the remainder from Canada, South Africa, Australia, Denmark, England, Finland and Israel;
· 60% were academic consortia;

· 23% did not undertake cost sharing at all;

· 78% of cost-sharing consortia used 2 or more factors, with the average being 2.2 factors employed per consortium.
Of those consortia using cost allocation methods, the most widely adopted factors were:

· Size of institution

· Equal share

· Other factors

· Actual usage

· Ability to pay

The most common combinations used were:

· Size of institution plus equal share

· Size of institution plus other factors

· Size of institution plus actual usage

 
Hirshon provided his evaluation of the advantages and disadvantages of these factors or variables:

	Factor
	Advantage
	Disadvantage

	Population size
	Well established as an analogue of usage
	FTE may have a low correlation to actual use

	Actual Use
	Pay only for actual use (one year in arrears)
	May punish libraries with effective use & low unit cost of information

	Ability to Pay
	Charges most to those who have resources
	Potentially rewards bad behaviour (e.g., colleges that starve their libraries of funding)

	Equal share
	Works well for homogenous populations
	Small institutions pay a disproportionately high % of cost

	Other:

Visitors/day:
Numbers of computers:
	Effective if there is a high correlation between this factor  and online use
Effective if there is a high correlation between this factor  and online use
	Not effective if there is a low  correlation between this factor and online use

Not effective if there is a low  correlation between this factor and online use


 

Hirshon set out a list of best practices in cost sharing: 
· Auditable:  Employ only externally validated numbers
· Clear:  Keep it simple, and easy to understand and administer
· Fair:  All must perceive charges to be reasonable and fair to all members
· Trustworthy:  Formula and  calculations available to all  consortium members (at least upon request)

· Incentive-based:  Reward good behaviour/library practice, and do not  punish those who make high use of resources 

· Price guarantee:  Set minimum and maximum price so no member pays more than if it purchased the product on its own

· Flexible and Localized:  Use different formulas for different products, particularly if to be used by different user populations

· Flexibility:  Regularly re-evaluate funding practices and formulas

 

Summarising the issues to be considered
The results of the literature search and the information provided by consortia are wholly consistent in stressing that:

· Allocation models must be seen to be fair in application, simple to administer and entirely transparent; otherwise there is potential for dissatisfaction among members;

· No single model will meet all requirements; different models are needed for different situations (e.g. a resource dedicated to a specific subject, or tailored to take into account the size of the potential user group, or a resource with a very low price).  
The major issues:

· A transition period for those very small members initially paying little or zero, to reach an agreed price level.   A ceiling, both during the transition and ongoing, could be established for these types of institution.
· The process for handling libraries wishing to opt out of an agreement, and/or those libraries wishing to opt in. A member library committing to a multi-year agreement should not be faced with increased costs simply because another member opts out.
· The effect on members of the price of the content of a publisher deal changing considerably during the life of the agreement.
· The transition to a new cost allocation from the existing print expenditure model (old to new), particularly addressing the problem of libraries faced with significant increases (transition over time).   A maximum price increase could be set as well as a maximum decrease, during the transition.
· The need for ‘fine tuning’, even though a standard model may be used, in order to address obvious anomalies (e.g. an institution with abnormally high usage rate or high number of students).
· Establishing minimum and maximum price levels for each deal, e.g. the maximum amount could be no higher than the amount an institution (based on its size) would pay if buying individually outside the consortium, while the minimum could be the lowest cost a publisher might propose. 

Comments from consortia not using cost allocation methods:

The comments made during the course of the consultations undertaken for this report are revealing:

· “We have normally used the publishers’ cost division system and tried to avoid special arrangements that shift costs between institutions, since nobody ever gets satisfied”

· “We tend to distribute cost according to the publishers' offer rather than find different distribution models.”

· “We have not dabbled to much into redistribution models since it is ‘awkwardsome’ work and very time consuming.  A few times we have however split a lump sum quite robustly among participants without playing it into the field of rocket science.  But we do see a tendency for some publishers to suggest a fixed amount to be distributed among the participants, and as always the problem is that we represent opt-in consortia.  There is no way of telling which members that will hook on to a certain deal.”
· “Among our 60+ publishers and some 150 resources, I don't think there's one where we've ‘divied’ up the costs.  In each case, the publishers give us the price and since our 27 core libraries are very similar, the prices for databases (though not the big deal journals) are the same. Our members are all financially independent of each other so that is part of the reason...”
Economic Modelling undertaken for this study

The modelling undertaken for this study is grounded in the experience of other consortia.  Having assessed the variables in use, it was decided that those to be modelled would be based on:

· JISC Banding 
· Total institutional income (HESA Statistics, Higher Education Statistics Agency)

· Total research grant/contract income (HESA Statistics)

· Total staff and students (HESA Statistics)

· Academic staff: full-time and part-time (HESA Statistics)

· Total library expenditure (SCONUL Statistics, Society of College, National and University Libraries)

· Serials expenditure (SCONUL Statistics)
· Number of academic staff involved in the Research Assessment Exercise (RAE) 2008 submissions (‘Category A staff’)

· Number of submissions to RAE 2008
· Usage data
An analysis was undertaken based on each variable, together with analyses based on combinations of three variables, with varying percentages of weighting applicable to each variable.  The combinations tested comprised:
· JISC Banding + Total staff & students + Total library expenditure

· JISC Banding + Total staff & students + Usage

· Total institutional income + Total library expenditure + Academic staff
· RAE submissions + Serials expenditure + Usage

· Total library expenditure + Academic staff + Usage
Data used in the modelling:

Actual data relating to publishers and libraries participating in SHEDL and NESLi2 was used for the modelling. 

1. SHEDL:

As has been described, SHEDL is a bloc-purchasing group of all HEIs in Scotland.  Is first bloc purchase licences were negotiated on behalf of SHEDL by JISC Collections with three publishers; the licences came into effect in 2009.  All the institutions in SHEDL agreed to move from print plus electronic access to electronic access only (although deeply discounted print prices were negotiated to ease this transition).  The analyses undertaken for this project were based on usage data in respect of 2009 and financial data for 2009 and 2010, supplied by SHEDL:

· Nineteen higher education institutions in Scotland

· Three publishers: ACS, CUP and Springer

· Total expenditure exceeding £1 million.  It should be noted that GBP £ data was supplied by SHEDL and used throughout for the analysis, ignoring the effect of foreign exchange variations, although two of the publishers actually invoiced in USD $ and EUR €
· COUNTER-compliant usage data in both PDF and HTML formats compiled by the publishers and consolidated by SHEDL
· In both 2009 and 2010 the SHEDL apportionment of the total cost of each licence was based on the historic expenditure incurred by each institution with each publisher.  
2. NESLi2:
A similar analysis, using the same combinations of three variables, was undertaken with a subset of higher education institutions that had opted into NESLi2 licences negotiated with two major publishers for all UK higher education.  It was found that a subset was necessary in each case because the available data on usage and on library expenditures derived from SCONUL Statistics was incomplete; only institutions for which the complete range of data was available were included.  Usage and financial data was supplied by JISC Collections.

The outcome of the analyses:

Each model yields significant differences from the allocation actually used in 2009 and 2010.  Institutions either ‘gained’ or ‘lost’ – in some cases by very significant margins.  In the case of the analyses based on SHEDL, the differences were so dramatic that it is difficult to see how a transition period could be managed to a more formulaic apportionment.  In any event, such a transition period would have to be not less than three years, and probably five years.  The position may be summarised as follows:

· The basis of the apportionment actually used by SHEDL in 2009 and 2010, based on previous expenditure by each institution with each publisher, is inevitably idiosyncratic.  Such expenditure has been incurred by libraries selecting and subscribing to individual titles to meet their institution’s teaching and research needs entirely independently of each other.  The pattern of expenditure is not based on any rational systemic model covering all institutions.  As a result, the effect of applying any apportionment model is to create major random variations from previous expenditure. 
· Apportionment does not start with a clean sheet of paper.  The history of individual institutional purchasing patterns dictates what money may be available to fund the apportioned share of a particular bloc purchase.  Consequently, the funds available to meet the licence costs of an individual publisher cannot, in practice, vary dramatically from the previous pattern of expenditure. 
· An immediate outcome of the analyses based on usage, by itself or in combination with other variables, was to show considerable variations between institutions; heavy usage drives up the apportioned cost.  This has the perverse consequence of ‘penalising’ those institutions that have been successful in attracting users by providing an effective information system with good communications to, and support for, their users.  Apportionment could lead to libraries trying to minimise usage by putting obstacles in the way of users, simply to keep costs down.    

Discussion and feedback: consultation with librarians
The models described above were presented to two separate groups of librarians in order to gather feedback and identify preferences – including alternative variables that might be tested:
· A meeting with the SHEDL Steering Group, comprising six senior librarians from Scottish HEIs, took place on April 29th 2010 in Edinburgh.  The process of analysis was described, and a variety of examples were presented and discussed.  Subsequent to the meeting the complete file of spreadsheets was circulated.  The point was made that the variables should be confined to measures that Vice-Chancellors and Principals would readily see as relevant and appropriate, such as research income, total institutional income or JISC Banding.  Variables should also be reliable and comprehensive.

· A meeting was held on May 13th 2010 in London with senior librarians at nine universities from the rest of the UK.  As this group of librarians was less familiar with the problems of apportionment that had already been encountered by SHEDL, the aims and objectives of the study were described and examples of three sets of modelling were presented and discussed.  The principal feedback was that variables should be reliable and comprehensive; they should be ‘unimpeachable’.
General comments and feedback:
General feedback concerned the reliability and objectivity of the data used in each variable.  There was a general consensus that variables based on JISC Banding or HESA Statistics provided the most robust base for any apportionment models.  Usage data was ruled out as raising issues of reliability and distortion.  Furthermore, there was no interest in any models based on matching institution’s disciplines with the disciplines covered by a journal package (e.g. as deployed by UKB), or on some form of bidding or sharing of savings by member institutions.  There was a general consensus that apportionment should avoid a result where very large libraries receive substantial reductions in expenditure on the bloc-purchased publishers – in a time of budget cuts, ‘Altruism disappears when there are cuts to each institution’.   

Detailed feedback on each of the variables analysed has had the effect of narrowing the range of options available for any apportionment model, using the twin tests of reliability and consistency with library objectives.  Each of the variables was considered in turn:

· Variables based on the Research Assessment Exercise 2008 should not be used.  The data represents no more than a snapshot of any institution’s research at the time of submission in 2008.  Consequently it is rapidly becoming obsolete and does not form the basis for an enduring standard model.

· Library expenditure data based on SCONUL Statistics is incomplete, and possibly inconsistent:

· Regardless of the expenditure heading selected, SCONUL Statistics depend on each higher education institution making an annual return; there are significant gaps, as a minority of institutions fail to make any return at all, or file incomplete returns;
· While SCONUL’s specification of each data heading is specific, there is room for interpretation by each institution that may result in inconsistent data.  If undue weight is given to its data as a measure used in apportionment, it could lead to ‘gaming’; it is based on input by individual libraries and is potentially capable of manipulation.

· Usage, though prima facie a logical measure for apportionment on a pay-per-use basis, was firmly rejected by all those consulted:

· It penalises libraries that promote use of their resources effectively;
· Usage data depends on rigorous and consistent compilation of data by every publisher.  While most significant publishers compile data that is COUNTER-compliant, the quality of data provided by some publishers is questionable.  It is not seen as reliable enough to form a basis for financial apportionment;

· It may lead libraries to impede access to information resources in order to keep costs down, while libraries’ raison d’être is to encourage usage; it is wholly unacceptable in such an environment. 

· HESA statistics are regarded as authoritative and unimpeachable, irrespective of the HESA-derived variable used.   Total institutional income, research grants and contracts income, academic staff, and total staff & student numbers were all considered to be viable.  It is seen as the most reliable and objective source of data.  Comments included:   
· HESA data on total institutional income, research income, or measures based on staff or staff & student numbers would be readily understood and accepted by university administrations.
· Research income may be unsuitable because of the differing nature of institutions.  Some are research-intensive while others are primarily teaching institutions, irrespective of size.

· It should be noted that JISC Banding and measurements of total institutional income derived from HESA data do not result in significant differences (see the discussion at   http://www.jisc-collections.ac.uk/jisc_banding/collections_chargingexplanation).
Viable model variables:
The general consensus among the librarians consulted, supported by the analyses, is that the following variables provide a credible basis for constructing apportionment models:

· JISC Banding

· Total institutional income

· Research grant and contract income

· Academic staff

· Staff and students

Of these, the least favoured is research income because it may not reflect a fair apportionment between research-intensive and teaching institutions.  

Establishing minima and maxima:

In order to ameliorate the more dramatic effects of apportionment, the impact of introducing maximum and minimum contributions was considered.  The desirability of setting upper and lower limits was brought into sharp focus in analysing SHEDL apportionment models, where in the case of usage some institutions would bear a dramatic and – in their eyes – disproportionate increase in costs:

· Maximum contributions would have to be negotiated within the consortium on a publisher-by-publisher basis, with reference to the total sums due to each publisher.  This approach has been adopted by Consortium A as part of its apportionment model.  In assessing the impact of setting maximum contributions, the net effect will be to increase other institutions’ apportionment pro rata to the model being used.  
· Minimum contributions raise issues of affordability for very small or very specialist institutions.  On the one hand, it is not unreasonable to expect every member of a bloc-purchasing consortium to make some contribution as a ‘member of the club’.  On the other hand, some small specialist institutions (e.g. three of the nineteen SHEDL institutions) have very small acquisition budgets and simply cannot afford even a nominal minimum contribution.  It has been concluded that any minimum contributions must be set at a low nominal level, or waived in entirety.
Unlike the models that have been developed using spreadsheet formulae that automatically adjust as changes are made to the numbers and/or to the percentage proportions of each variable used in the model, minima and maxima are best calculated manually; methods for incorporating them easily and effectively into a spreadsheet formula prove to be cumbersome and overly complex.
Two further issues affecting apportionment should be considered:

· In the event that institutions merge or are closed and/or new institutions established during the period of an existing agreement, amended quotations would be required from publishers, followed by revised apportionment. As regards a new member, the aim would be to seek no extra charge, or minimal amount, from the publisher.
· As a general principle, institutions are unlikely to be willing to pay more than the price they would pay individually to a publisher for a resource/collection, as a result of apportioning.  
Managing the transition to an apportionment model:
A general consensus among the librarians consulted for this project was that a minimum transition period to a new, formal, apportionment methodology of three years would be required:

· Year 1: one third of contribution based on new apportionment methodology, and two-thirds on current method (in SHEDL’s case, prior expenditure with the publisher, or in the case of NESLi2 licences, prior year’s NESLi2 opt-in price ;

· Year 2: two-thirds new apportionment, and one third current method;

· Year 3: all based on new apportionment.

If a five year transition period is required, the introduction of the new apportionment methodology would be managed in proportions of one-fifth per year.  
An alternative to apportionment - top slicing:
However rational an apportionment model may be, its administration requires detailed calculations using the spreadsheet model formulae that have been developed during this study.  Furthermore, the process of apportionment may require negotiation to ‘fine-tune’ adjustments to cater for small or specialist institutions, in order to establish an agreed split of the licence fee amongst the participants.  The experience of the other consortia consulted during this study has made it clear that this is time-consuming and therefore expensive; most librarians would prefer to undertake the real job of providing convenient and efficient access to the resources they have purchased, and providing faculty and students with the support they need for effective learning and research.

The librarians that were consulted during this study, both within SHEDL and in the wider UK HEI community, were firmly of the view that the best way to manage bloc-purchased resources would be to introduce top-slicing.  For those publishers selected for blanket bloc purchase licensing on a UK-wide or a national basis, single payment should be made by the respective Funding Councils via JISC Collections.  This would avoid what would otherwise be unavoidable negotiations on the detailed apportionment of every bloc purchase licence.  The cost of top slicing would be subsumed in the planned allocation of funding to higher education.

While the applicability and management of a top slicing regime is strictly outside the scope of this study, its findings inevitably point to top slicing as the logical outcome of bloc purchasing in order to obtain the optimum financial terms for key information resources. 

VAT and currency exchange rates:

Where the price proposed by a UK publisher for an e-journals agreement attracts VAT and this is included in the publisher’s invoice, the total amount due to the publisher from JISC Collections will include VAT.  JISC Collections would expect to collect the individual apportioned amounts plus VAT from each member library. In this way individual libraries have correct information in their records of apportioned amounts, and separate VAT. For non-UK publishers where no VAT is charged by the publisher, libraries would adopt their usual procedure for VAT self declaration.
Where a publisher invoices in, for example, US Dollars or Euros, and expects to receive payment from JISC Collections in these currencies, the total amount would be apportioned as usual, and each library is expected, based on current procedures, to pay its amount to JISC Collections in these currencies, rather than in Sterling. A library might then record a sterling amount as a result of the exchange rate used to ‘purchase’ the foreign currency amount. The cost apportioning procedure would not be affected by this situation.  The timing of the purchase of the foreign currency, and hence the exchange rate used, could have an impact on the sterling amount for each library member, but this is outside the scope of the cost apportioning exercise.
Deliverables
This report is supported by spreadsheets used in the modelling, and are held by JISC Collections for use by it.  Because of issues of commercial and academic confidentiality, these spreadsheets are not being made public. 
Single ‘variable’ apportionment:
· Total academic staff

· Total staff plus students

· JISC Band

· RAE Category A staff

· RAE submissions

· Institutions’ Total Income

· Institutions’ Research Income

· Total Library Expenditure

· Serials Expenditure

· Usage data

Multiple ‘variable’ apportionment:
· JISC Band + Total staff & students + Total library expenditure

· JISC Band + Total staff & students + Usage data

· Total institutional income + Total library expenditure + Academic staff
· RAE submissions + Serials expenditure + Usage data

· Total library expenditure + Academic staff + Usage data
A sample spreadsheet with the publisher, universities and expenditure amounts based on actual transactions is publicly available and accompanies this report. This provides examples of apportionment using five combinations of variables, with differing weighting percentages applied to the variables. 
Comments and recommendations

Based on the findings from the consultation meetings, we recommend that in any cost apportioning exercise adopted for the UK Higher Education community only those metrics that are authoritative and unimpeachable should be adopted as the input variables.  
On this basis the following variables provide a credible basis for constructing apportionment models:

· JISC Banding

· Total institutional income

· Research grant and contract income

· Academic staff

· Staff and students

Of these, there is some concern that research income may not reflect a fair apportionment between research-intensive and teaching institutions.  

Multiple variables should be used for apportionment, rather than use of a single metric, and a maximum of three is recommended for practical purposes.  No single combination of any three of the five variables listed above stands out as the most useable, when put into the context of the original expenditure patterns of the HEIs analysed, whether in the SHEDL models or in the NESLi2 models of the two major publishers analysed.  It has proved impossible to recommend a particular set of variables to use in combination.
Cost apportionment involves a range of issues: it is time consuming; adjustments may need to be made to amounts per institution, in order to satisfy members; there is a risk that the cost allocation becomes overly complex and hence member libraries fail to fully understand or accept the basis of the allocation. These are major issues that should not be underestimated in considering the introduction of a formal cost apportionment model.  It should be preceded by a full consultation with UK HEIs. 
In any move to introduce cost apportioning for UK HEIs, a suitable transitioning period should be established, in order to smooth the otherwise unacceptably high cost increases for individual libraries.
There was strong feedback from the consultation meetings that in order to simplify licensing of e-journals agreements across the UKHE and to extend access on a much larger scale, top slicing of funding at the highest level should seriously be considered as a suitable approach. This would be based on the very substantial aggregated amounts currently spent with the small group of core journals publishers, with negotiations undertaken with publishers to extend access to all HEIs.  It is recommended that the principle of top slicing be further explored by JISC Collections.
Making the case for a bloc purchasing and payment process 

In making the case for bloc purchasing of key resources and a payment process that avoids the complex and expensive process of institutional cost allocation, it will be important to make the case for centralised procurement of key resources at a senior level with Higher Education, the Funding Councils and Government.
Preparing the case:

It must be recognised that centralised payment through a top slicing mechanism runs counter to the prevailing practice in the UK of funding HEIs in full and allowing each HEI to manage expenditures as it sees fit.  Universities collaborate in research, in library acquisitions and other collective procurement, but are essentially in competition with each other for funding, for research grants and contract income, and for students.  Universities jealously guard their independence and freedom to operate as they judge to be in their best interests.  It is important to demonstrate that the benefits, both financial and non-financial, are compelling.

However, there are plenty of precedents for centralised action.  Examples include:

· HEFCE’s Pilot Site Licensing Initiative 1996-98, the precursor of NESLi2 collective licensing.  HEFCE continues to fund special initiatives;

· HEFCW is being encouraged by the Welsh Assembly Government to develop a unified and coordinated approach to higher and further education in Wales;

· The Scottish Funding Council funds Research Pools directly.
The case depends on demonstrating that bloc purchasing of key resources has significant benefits:

· It represents a logical extension of JISC Collections’ existing licensing activities: NESLi2, the SMP programme and database licensing;

· It provides significant financial benefits both in securing better prices from publishers and vendors and reduces library operating costs (the CEPA and Single Payment reports); a full financial analysis should be included;

· It extends uniform access across all institutions within the bloc, providing a common information infrastructure to support collaborative teaching and research;

· It increases usage beyond the natural increase in online usage – SHEDL provides the evidence for this;

· Top slicing represents no more than a logical consequence of this pattern of purchasing in order to avoid complex and costly allocation procedures.
Defining the scope of bloc purchasing and top slicing:
In presenting the case as a review and proposal, the current JISC Collections’ content acquisition programme (including NESLi2, SMP and databases) should be described.  It should be emphasised that bloc purchasing and top slicing represent a logical development of JISC Collections’ approach, where key resources in widespread demand across all sectors of HE.  It will be necessary to define ‘key resources’ narrowly, in order to demonstrate that top slicing is but one of a number of approaches to licensing content; it is suggested that the following parameters should be defined:

· The resource should be in demand at more than 50% of UK HEIs;
· It should represent a significant proportion of any library’s expenditure and a collective price of not less than £1 million;

· It should support the scientific and medical research priorities of policy makers;

· It should start with journal collections from major academic and scientific publishers, but may in the future include other important information types such as datasets and index databases 

Targeting the case at decision makers:

The case should be endorsed by the JISC Board, having been recommended by the JISC Collections Journals Working group and Board of Directors.  It should be targeted at the following:

· Senior management within UK HE: UUK, Universities Scotland and Higher Education Wales, in the context of supporting the improvement of quality and standards in HE and underpinning research.  It is vital to secure the support of university chief executives in order to persuade the Funding Councils of the case.
· The Funding Councils: HEFCE, SFC, HEFCW and the Department of Employment & Learning, Northern Ireland, demonstrating the benefits of a bloc purchasing approach to licensing, based on the SHEDL experience.

· Both officials and ministers in the sponsoring government departments:

· Department for Business Innovation & Skills: Minister of State for Universities & Science (currently David Willetts MP)

· Department for Education & Lifelong Learning, Scotland: Cabinet Secretary (currently Michael Russell MSP)

· Department for Employment & Learning, Northern Ireland: Minister (currently Sir Reg Impey MLA)

· Department for Children, Education, Lifelong Learning and Skills, Wales: Minister (currently Leighton Andrews AM).
An integral part of the campaign should be to seek face-to-face meetings with influential members of UUK and its sister organisations, and with officials at the Funding Councils and their sponsoring departments.

Supporting the case with seminars and publicity:

It will be important to engage the interest and support of university librarians and the wider academic community.  It is suggested that this is best undertaken with a programme of seminars presenting the case and explaining its rationale and benefits.  This should be supported by a press pack, stories in the relevant educational and professional press, and a programme of press releases for newsworthy stories such as expressions of support from opinion formers.
Confidentiality

Whilst this report includes specific information on cost allocation practices used by other named consortia, the representatives of some of these consortia have requested that the information is reported on an unattributable, anonymous basis in any report that is made available publicly.  
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Appendix:  Pricing of e-journals agreements:
Scholarly and scientific journals have migrated in the last fifteen years from printed issues subscribed to and owned by libraries, to an online environment in which libraries are, in effect, leasing access to e-journals, under licence agreements with publishers.  New pricing models were needed by publishers for the digital environment, in order to address issues such as who could access the journals and how, when and where they could be used. Considerable experimentation has taken place over the years; it continues today. 

The concept of a journal ‘Big Deal’ was adopted by a number of leading publishers, in which libraries would have access to ‘all’ the journals of a publisher, for an extra fee. For many librarians this offered an ideal way to provide users with access to much greater numbers of journals at little extra cost; to others the Big Deal was less warmly welcomed, and was seen to be playing havoc with their budgets and journal selection practices.
Common features that make up publishers’ current pricing models for Big Deal e-journals collections include:

· Fees for accessing core ‘subscribed’ titles (the base for the fee often being the expenditure of historically acquired print subscriptions)

· Fees for ‘Big Deals,’ i.e. for access to all other titles of a publisher  (‘unsubscribed’ titles)

· Discounts, where offered, on prices of  subscriptions when converting from print to online

· Highly discounted prices for any individual print titles that may additionally still be required.

· For multi-year agreements, fixed annual price increases

· ‘Classification’ of size or type of institution,  e.g. based on a band such as JISC Banding, tiers of prices based on staff and student populations (FTEs), or on current subscription expenditure.

· Pricing varying depending on the extent of backfiles that are accessible as part of the current subscription

· A discount to a consortium, where the consortium pays a single invoice, and signs a single licence, on behalf of all libraries. 
Many libraries have been less than happy however with a number of elements of publishers’ e-journals pricing models, and in particular where Big Deals are involved. These include:

· The requirement by publishers for historical print expenditure to be maintained and the inability to reduce expenditure by cancelling multiple copies of print subscriptions to replace with a single ‘electronic’ subscription. Most e-journals agreements are based on this requirement, particularly where a Big Deal is involved. The exception is where an allowable level of cancellations, usually a very small percentage, forms part of the agreement. Should libraries attempt to reduce their overall expenditure by cancelling more than an allowable amount, publishers apply ‘penalty’ charges. The University of Oxford, for example, has been reducing its level of print subscriptions across departments over recent years, as electronic access has become the norm. As a result, the Bodleian Library pays annual fees to publishers extending to some £400,000 a year, to meet the publishers’ expenditure requirements. 

· Levels of annual price increases imposed by publishers that are higher than libraries’ budget increases or annual inflation. The price of a Big Deal or package of e-journals may also increase very significantly as a result of publishers launching new titles, or titles being acquired from other publishers.  In the UK higher education sector the increases in the cost of e-journals agreements, and the current state of library budgets, are leading to a number of librarians considering whether Big Deals are now sustainable.

· The level of discount granted by publishers for converting print subscriptions to online-only being considered to be too low, particularly as regards the UK, inrelation to the level of VAT that is subsequently payable by librarians.

· The increasing proportion of libraries’ serials budgets that are consumed by the costs of journal Big Deals with a small number of major publishers. Research undertaken by JISC Collections with a sample of UK university libraries showed that the libraries spent approximately 53% of their total serials budgets with six leading journal publishers. For one of these publishers, the expenditure represented some 29% of the total of the serials budgets of the sample libraries.

· Offers and agreements where the elements that make up the offer, and the terminology used, are complex, unclear or confusing.

· Lack of clarity as to whether all journals titles of a publisher are included in a publisher’s Big Deal and those that are excluded, and additionally what a publisher’s policy may be in regard to access to titles acquired from other publishers and newly launched titles.

· The need for more simplified invoicing administration in situations where institutions have converted all titles to online-only and Big Deals are involved. A single invoice covering all  titles is preferable to separate invoicing (which in some cases may also include invoicing by subscription agents) for former core subscriptions (subscribed‘ titles),  and ‘unsubscribed’ titles

· Additional issues that have caused disquiet include access by remote users and other users associated with a university; institution-wide access to journals rather than access licensed by numbers of sites; and uncertainties over the extent of perpetual access to journal content from previous agreements with publishers.

Library consortia are in a position to negotiate improved terms for e-journals, compared with terms available to individual institutions. Publishers may provide discounts based on the numbers of participating libraries, and hence the scale of the total expenditure involved. The ability by the consortium to make a single annual payment to a publisher on behalf of all members (as covered in this study) and to use a single licence, may also enable a publisher to improve its terms. Additionally a commitment by the consortium to a multi-year agreement will often result in a publisher setting a preferential annual price increase. 

Measuring value for money:

In seeking to measure the comparative value for money that institutions receive across their major journal publisher agreements, libraries are increasingly assessing the extent of usage, and the cost per download, as a surrogate for value, of the journals in the agreements and are mapping the changing trends of usage over time across titles in a publisher’s collection. The distinction between the ‘subscribed’ and ‘unsubscribed’ titles in Big Deals becomes less meaningful over time; indeed, for end users the concept of subscribed/unsubscribed journals in a situation where all journal content is available has no meaning or relevance. Usage data allows libraries to measure the extent of use of titles in Big Deals, to calculate the cost per article download for each publisher agreement and to understand how much value the whole collection brings to the institution for the price paid.

Work that JISC Collections has carried out, with a sample of 13 UK university libraries and 1 UK Research Council library, shows that for 6 leading journal publishers the average cost per download ranged from £0.50 to £2.58.  Librarians will increasingly seek to know from publishers why the differences between publishers are so great and to ensure that such metrics form part of discussions with publishers when negotiating new agreements. Work carried out by JISC Collections also showed that in respect of one major publisher’s Big Deal agreement, some 446 titles were not used to any great extent by any of the participating libraries.
New approaches to pricing:

In seeking to move away from historical print expenditure as the basis of e-journals pricing, a number of publishers have been considering possible new pricing models.  In particular, Elsevier has been exploring more objective criteria for setting prices, including de-coupling print from electronic, and establishing a system of differentiated pricing based on customer tiering. 
The company states on its website:  “Prices for electronic access are still derived and closely linked to print prices. Although the print-based pricing structures were useful to maintain during the migration from print to electronic access, print-based pricing is no longer the best indicator of the effective price or value of a journal in an electronic world.”

The criteria that Elsevier have been considering for a tiered pricing model include:

· Research type (e.g., Carnegie Classification in the US) – taking into account the focus on primary research within an institution.

· Size – taking into account how many (potential) users have access.

· Geography – taking into account relative purchasing power (for example an institution in an emerging market would be charged less then an institution in a mature market for access to the same journal). 

The American Chemical Society has also established a pricing model for institutional customers using a tier-based system. This involves differentiating institutions by market sector (academic, corporate, government). ACS has segmented its customers into four groups: Domestic Academic, International Academic, Corporate and Government, and uses objective criteria (Carnegie Classifications, size of enrolment, and usage) to set pricing levels. In the case of international academic institutions, they also use the World Bank Index to assess a country's ability to pay.
A further example of the use of a tiered pricing model for e-journals, particularly for organisations with several sites or libraries, is that from the Society for General Microbiology (SGM). The SGM model is broadly based on the HighWire Shop For Journals tiered pricing structure, which allocates customers into one of five pricing categories depending on their type and size.

From the library side, in 2007 the University of California ten-campus libraries investigated a pricing model based on the premise that “a journal’s institutional price can and should be related to its value to their institutions.” They developed and tested a set of metrics that comprise ‘value-based pricing’ of scholarly journals. The metrics were the measurable impact of the journal, measures of production costs, the institutionally-based contributions to the journal such as editorial work, and efficiencies from consortial purchases. Collectively labelled ‘value-based pricing’, the University stated that “these methods have the potential (a) to fundamentally alter the price upon which a UC consortial license or purchase of scholarly journals is based, and (b) reduce and stabilize annual price increases associated with any contract to levels that are reasonable in terms of value received and institutional purchasing power.”  
See: http://libraries.universityofcalifornia.edu/cdc/valuebasedprices.pdf
Whilst welcoming new approaches by publishers for pricing e-journals agreements, many librarians have made it clear that pricing models that adopt usage data as a significant element, would not be positively received, indicating that usage-based pricing penalises those libraries that actively promote the use of e-resources and that usage data which may be of questionable quality, could result in unacceptable prices.
Open access publishing adopts a different pricing model to that of subscriptions, in that authors, funders or sponsors pay article fees. This summary has not addressed the different OA models that publishers may currently be using.
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