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Mr. Chairman and members of the Committee, thank you for the opportunity to testify on the Governor’s budget recommendations for the University System of Maryland (USM).

I want to begin by thanking Governor O’Malley for his support for the USM as reflected in this year’s budget request.  During the recent transition period we had a number of productive conversations with the new Administration. The budget request before you reflects our priorities and is very much aligned with the Governor’s and the General Assembly’s goals and priorities for the State of Maryland.  
I also want to thank the legislative analyst for her thorough review of our budget and clear presentation of the issues.  While we have substantial differences on a few points, which I will discuss in a few moments, there is much in this on which we concur.
As we start the new legislative session, I want to sincerely thank the members of this committee for their long record of support for the University System of Maryland. In good times and bad you have stood by us.  The USM and its institutions could not have achieved what we have over the past decade without the level of commitment and support you have provided. And to the new members of this committee, I would like to reaffirm our longstanding commitment to work with the General Assembly in the most forthright manner possible. As we have done in the past, we will try to address any and all of your questions and concerns, as well as support your efforts in any way we are able. 

As I think we would all agree, we live in interesting and challenging times. Whether we are thinking about our nation’s economic prospects; our national security; our individual, societal, and environmental health; or our global relations, the stakes appear higher, and the issues more complex, than in times past. For this reason, the place of higher education in today’s society has become more important than at any previous time in our history. 
Historically, we have looked to our educational systems to help create a well-educated citizenry, which, in turn, fosters and strengthens the democratic foundations of this nation.  As a result, we in the higher education community constantly remind ourselves that a core mission of higher education is to convey the importance of the principles, values, processes, and protections of our democracy to meet the challenges of our time.  But, in today’s world where brain power has replaced muscle power as the primary driver of our economic growth, where access to higher education and lifelong learning has become essential for personal success, and where our great research universities serve as a vital catalyst for technology and healthcare advances, higher education has become essential to our nation’s hopes and dreams for a bright economic future, a sustainable environment, and a high quality of life for all of our citizens. 
Thanks in large measure to a strong system of higher education—two-year, four-year, public and private colleges and universities in Maryland—our state is poised to be a leader in the “knowledge” economy:

· Our state ranks among the top three in percentage of residents with a bachelor’s degree (35% versus the national average of 28%). 
· We rank among the top five states in terms of number of doctoral scientists employed in our workforce. 
· We also rank among the top five in the ratio of high-tech workers to private sector workers, the number of high-tech establishments added over the past year, and the number of Small Business Innovation Research awards received. 
· We rank second nationally in total federal obligations for research and development ($7.8 billion) and second nationally in federal research and development per capita.

· We’re near the top in university R&D expenditures generally, and in the life sciences. 
Thanks largely to the support you have provided us, as well as the institutional autonomy and organizational flexibility you have afforded us, the University System of Maryland today has real and powerful assets it can bring to bear to enable us to stay ahead of our competition and, more importantly, help the state achieve its full potential.

Basically, Maryland is the poster child as a “new economy” state. We rely more heavily than most states on fields that demand the creation of new knowledge and the application of that knowledge in order to compete and succeed.  Our state’s economy has matured in its ability to maximize this new knowledge, and the technology transfer and start-up capabilities that come with such knowledge, to generate new business. However, it is our state’s unique relationships with, and capacity to support the workforce and research and development needs of, big scale organizations like federal laboratories, pharmaceutical companies, health care delivery systems, managerial and financial consulting firms, and the emerging high technologies that gives us a true advantage.  
To this end, our research parks at the University of Maryland, College Park, University of Maryland, Baltimore, and University of Maryland, Baltimore County—along with others at Johns Hopkins University and Montgomery College—have formed a new organization: RPM:  Research Parks Maryland, a statewide association representing the research park industry in our state. We believe this is the first organization of its kind in the country.
In addition, the Maryland NanoCenter at College Park is a leading resource in the nano-technology and nano-biology arenas, combining research, education, and partnership efforts, including a nanomedicine research partnership with the University of Maryland, Baltimore and the University of Maryland Biotechnology Institute.
As I’ve said before, in this globally competitive world in which we live, Maryland has a “winning hand.”  Our challenge as university officials, and your challenge as state leaders, is to make the right decisions and investments that enable our state to realize its full potential.  And, there are important issues related to higher education that – together – we must address.  Prominent among them are the following.

Student Access
Access to higher education is one of the most urgent issues before us.  The state’s demographics indicate that not only are we in the midst of an enrollment surge generated by the baby boom echo, but the composition of that surge is also very different from anything we have experienced in the past. Soon, and for the first time ever, the majority of our pre-kindergarten through college enrollments will comprise minority students. This means that many of these students will be the first in their families to ever engage in the higher education process. These individuals are fully capable of succeeding; however, we must also do our part by ensuring that they not only have a place on our campuses, but also the programs and support mechanisms necessary to help them succeed.  The measure of our success will be the degree to which our state witnesses broad and meaningful upward social mobility toward the middle class in the coming years. 
Tuition Affordability
The issue of affordability exacerbates the access challenge. Meaningful access to higher education depends on limiting financial risk to students and families. In the world of higher education this risk is expressed in terms of student debt. This affects initial attendance levels as well as retention success. This “stop out” effect occurs, in part, when debt levels are perceived to be too high. Maryland is a high tuition state, and certainly, the balance between general fund support and tuition as well as the level of federal financial aid are important considerations.  We know that our poorest students are graduating with 25 percent more debt than the average student. The critical affordability measure will be the degree to which we see the current patterns of student debt reversed in order to avoid leaving individuals behind and lessen economic disparities.  I will mention what the USM is doing to address this challenge in just a moment.
Workforce Shortages and Workforce Development
Like most states, we also suffer the challenge of labor shortages in key fields and disciplines. Be it K-12 teachers, nurses, first-responders, bio-engineers, intelligence analysts, software engineers, financial accountants, or other STEM-related fields, gaps between supply and demand exist.  This especially will be the case as we, this state and nation, deal with our largest demographic, the retiree population and the labor replacement issues it portends. 
Looking across the nation, we see that state governments, in cooperation with the private sector, are becoming more involved in workforce planning and development in order to encourage employers to locate and expand business within their borders.  This trend is consistent with what we see in Maryland.   
Additionally, due to the highly interdependent relationship that exists between our state and the federal government, Maryland’s workforce development planning must be flexible and comprehensive enough to adjust to major strategic initiatives by our national government. This includes federal initiatives such as the Department of Defense’s base realignment and closure program, known as the BRAC, and an influx of major programs in national defense and homeland security. 
Finally, workforce planning is particularly important in areas where the public, not-for-profit, and private sectors converge. These are oftentimes referred to as “safety net” fields including individual health care, public health and social services, mental health services, counseling, and legal services. Workforce development in the new economy is a task that clearly falls to all of higher education. The measure of our success will be found in our ability to manage the workforce development process and not allow workforce shortages in business, science, technology, or safety-net fields to go unaddressed if we wish to sustain economic growth and improve the quality of life across Maryland. 
Academic Quality

The last and foremost challenge we face is maintaining and enhancing academic quality. The creation and dissemination of knowledge – in teaching, research and scholarship – is the essence of what we do in higher education. It is a special challenge because it has no end, nor should it. What is new in our base of knowledge can become dated quickly, and this is especially the case in a competitive global environment.  As a colleague of mine, former Chancellor Don Langenberg, is fond of saying, “providing access to mediocrity serves no one.” 
To take this a step further, providing access to teaching, research, and scholarship that are of the highest quality possible serves us all. As the state’s system of higher education we can have no higher goal than ensuring access to academic quality.  The Maryland General Assembly showed great wisdom in crafting the legislation governing its higher education system in this regard, legislation that was reaffirmed as recently as 1999.  It stated, “The people of Maryland expect quality in all aspects of public higher education: teaching, research and public service.” [10-202-1]. It stated further, “The goal of the University System of Maryland is to achieve and sustain national eminence with each component [institution] fulfilling a distinct and complementary mission. [10-209-b].” The importance of academic quality permeates the statute and goes so far as to include specific priorities charging all of our institutions with the pursuit of academic quality. 
Academic excellence has been our strategic focus and because of your help, we’ve had tremendous success. In just the last 10 years, the University of Maryland, College Park (UMCP) has gone from being ranked 30th among U.S. public universities to 15,th from having no Nobel laureates associated with its faculty to having three. UMCP’s goal, now in sight, is to be among the top ten public universities.  
Among our comprehensive institutions, we now have two, Salisbury University (SU) and Towson University (TU), that are ranked annually among the nation’s 10 best public universities in their respective categories. University of Maryland, Baltimore County (UMBC), Coppin State University (CSU), University of Maryland Eastern Shore (UMES), and Bowie State University (BSU) have all been cited for various achievements in the realm of technology.  
Finally, our academic health center at the University of Maryland, Baltimore (UMB) now has medical, pharmacy, and nursing schools that are ranked among the top 20 in the nation among public institutions in such areas as instruction in primary care, medical research, community/public health nursing, adult nurse practitioner, and quality of pharmacy education. Such success is not possible without two critical factors. The first is to achieve higher levels of quality across our research and instructional higher education complex.  The second is to maintain alignment of our academic endeavors with the strategic interests of the State in providing access to opportunity, in fostering economic development, and in promoting societal improvements.   
Having reviewed some of the key challenges we face in Maryland, I would like to turn now to the Administration’s proposed budget for the USM for FY ‘08.  I will complete my report to you with a response to the legislative analyst’s comments.

Let me begin by noting that overall the Governor’s proposal represents a considerable investment that allows the University to address many of its major priorities.
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– Provide funding for mandatory cost increases

– Increase enrollment capacity

– Enhance the Flagship and other selected academic initiatives

– Emphasize workforce planning and development

– Moderate resident tuition increases

– Increase need-based financial aid

– Incorporate Effectiveness and Efficiency Initiatives in all 

aspects of our operations


Looking at the budget proposal in terms of specific General Fund recommendations, we see the following: 
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• General fund increase total:

$63.6M

– Mandatory cost funding $58.2M

– Tuition Replacement 15.4M

– Enrollment funding 6.7M

– Programmatic enhancements 8.4M

• Flagship Initiative

• Targeted initiatives at other institutions

– Science, Technology, Engineering 

and Mathematics (STEM) 0.4M

– Additional HBU funding 1.4M

– Retirees Health Adjustment (26.9M)

Incorporates $18 M in E&E Savings


Focusing now on what the overall USM budget enables us to do, we see the following:
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Access

– Provides broader access by supporting enrollment growth

• Targets enrollment at selected institutions, UMUC, TU, SU, 

UMCP (Shady Grove)

• Supports 2007 enrollment increase at UMES

– Enhances Shady Grove Regional Center

• Expands UMB Pharmacy program to Shady Grove

• Provides funding to support new facility at Shady Grove

– Supports lower-division initiative at UB


Increase Access. The budget enables USM to provide support for enrollment growth of more than 1,740 FTE students, targeting enrollment at four institutions, and expanding academic programs at our regional education center at Shady Grove.  This budget provides funding specifically targeted for the growth in enrollment that will occur at the institutions designated as growth institutions by the Board: Towson, Salisbury, and University of Maryland University College (UMUC). The funds also will allow us to compensate institutions, such as the University of Maryland Eastern Shore, which, though not specifically designated as growth institutions this past year, responded to the state’s need for greater access by increasing its enrollment. By specifically supporting our Enrollment Funding Initiative, EFI, we believe this budget makes access a priority, and we hope it will be a recurring aspect in future budgets.
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Affordability

– Enables tuition stabilization

• No increase in resident undergraduate tuition 

• Increases institutional financial aid by $10 

million

– Funds mandatory cost increases


Maintain Affordability. FY 2008 is the second year in a row that the proposed budget keeps tuition increases at the 2006 level for in-state, undergraduate students.  It also enables us to provide additional funding for need-based financial aid, continuing the goals of our Financial Aid Task Force and the Governor’s commitment to increase investment in need-based aid. By holding the line on tuition increases and increasing the amount of financial aid available to our most needy students, we believe that we will continue to make substantial progress toward the Board of Regents’ goal of ensuring, by 2010, that our lowest income students graduate with 25 percent less debt than the institutional average.
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Quality 

– Continues support of the UMCP flagship initiative

– Continues priority funding for HBU’s

– Strengthens research capacity in biotechnology, nanotechnology, 

public health and homeland security

– Provides funding for launch of USM STEM initiative

• Increase teachers qualified in science, technology, 

engineering and math

– Strengthens academic programs in high demand and workforce 

shortage areas


Enhance Quality. This budget supports the “Flagship” initiative at College Park and moves us toward the General Assembly’s goal of building a Flagship University on par with the nation’s best.  Importantly, this budget also allows us to further enhance our historically black institutions through priority funding, continuing the commitment we originally made under Maryland’s agreement with the Office of Civil Rights to help eliminate the last vestiges of segregation in our state’s higher education system. From an economic perspective, the FY ‘08 budget helps ensure a high quality, competitive workforce by providing initial funding for a new Science, Technology, Engineering, and Mathematics (STEM ) project that helps us meet a critical workforce needs for more teachers in these vital areas. It also allows us to respond to workforce needs in other areas, such as pharmacy, healthcare, and technology. It strengthens our position as an education and research leader in the knowledge economy, and enables us to retain our most talented, productive and sought-after faculty members. 
Turning at last to the issues raised by the legislative analyst, I want, first, to re-emphasize how proud the USM is of the partnership we have formed with the elected leadership in Annapolis.  Together we have worked cooperatively to identify challenges, establish priorities, and set a course to strengthen higher education in Maryland.  We look forward to continuing this partnership.

LEGISLATIVE ANALYST’S ISSUES & RECOMMENDATIONS 

To ensure that we respond directly and expeditiously to the actions recommended by the analyst, as well as the request for comments, we have divided the following testimony into two sections. The first addresses the specific recommendations by DLS in the order they are listed in the analysis, beginning on page 42. The second section contains the Chancellor’s response on the issues DLS raises in the analysis and requests comment. 
Section 1. The Chancellor’s Response to Recommended Actions

DLS  Recommendation 1. 
DLS recommends the reduction of $9,325,000 in general funds from the fiscal 2008 allowance for USM.  This is approximately one-third of the funds available for enhancements after allowing for enrollment growth  (p. 42 of analysis). 
USM Response:

It must be clearly understood that adopting this recommendation, along with the reduction to enrollment funding, would prevent the USM from admitting qualified students and from making investments in institutional quality and regional centers.  As the testimony shows, the vast majority of our general funds will be spent on meeting our mandatory costs and to cap resident undergraduate tuition.  We must pay our basic bills – employee costs, energy, health care costs, facilities renewal, etc. – before investing in enrollment growth or academic enhancements.  This $9.3 million and the additional recommendation of $4.1 million (EFI) general fund reductions would leave the USM with a current services budget that allowed for no enhancements and extremely limited enrollment increases.

DLS indicates that there is $34.7 million in general funds and tuition revenue available for enhancement and enrollment.  A significant portion of the funding specified in the analysis relates to tuition revenue which has been identified to support mandatory costs and enrollment. Mandatory costs and enrollment increases over the past two years have placed a significant burden on—and reductions to revenue would be a devastating blow to—our budget. 
This recommendation would result in a significant compromise in the quality of the USM’s academic enterprise.  Given that the additional tuition revenue is slated for enrollment increases and mandatory costs support, this recommendation would effectively reduce all enhancement funding.  The impact of this recommendation would be the elimination of the UMCP flagship enhancement, no funding for UMB’s pharmacy program at Shady Grove, and no enhancements for Historically Black Institutions (HBIs).  This recommendation would also potentially place at risk the planned increases in financial aid.


Furthermore, this recommendation would leave the USM unable to accommodate the number of students we think necessary to meet the needs of the State.  The USM, due to limited funding, reduced the number of students in FY 2008 and institutions will be challenged to protect the quality of education provided to our existing student body.  Reduced aggregate enrollment is most severely felt by large numbers of high school graduates who are clearly admissible to our institutions and, disproportionately, the first in their family to seek to attend college.   This recommendation would further limit our ability to accommodate students in this era of growing enrollment.
 This is the first budget in many years that will allow us to make the improvements that you have encouraged, indeed required, us to make.  This budget will allow us to take a minimum number of additional students without sacrificing academic quality and make an investment in UMCP, the flagship institution.  Any recommended reduction in general funds should be carefully considered.

DLS Recommendation 2.  
DLS recommends that USM transfer an additional $9,325,000 to fund balance.  This would fulfill the USM policy that 1% of the current unrestricted funds be transferred to the fund balance.  This additional transfer would bring the total transfer to fund balance to $29,058,850.  DLS considers this to be prudent given the State’s structural budget deficit and potential down-turn in spending affordability in future years (p. 42).
USM Response:

Fiscal year 2008 will represent the fifth year of the USM’s fund balance improvement plan, an important initiative that protects the University System’s bond rating.  The USM has a goal of transferring 1% of current unrestricted fund spending to the fund balance as a starting point for determining each president’s financial performance objective.   This starting point, then, may be adjusted for unique institutional circumstances.

The USM’s institutions have, on the whole, been extremely effective in meeting annual targets for transfers to fund balance.  Each year so far, the aggregate of the System institutions’ transfers to fund balance has exceeded the targeted growth in fund balance.  

In some cases, transfers in excess of 1% to the fund balance are the result of institutional plans to accumulate resources to fund future capital acquisitions or key institutional initiatives; in others, it is simply a matter of deferring the timing of spending, or delays in the hiring of high-profile faculty.  Accordingly, institutions are given some degree of flexibility on the goal of achieving 1% of total unrestricted spending as a transfer to fund balance.

A further increase in the transfer to fund balance, from $20M to almost $30M, would require some combination of new or additional revenues, or further reductions in spending.  Without increasing tuition rates, additional revenues are difficult to identify or earmark for this purpose.  If the General Assembly were to reduce state general funds by $9,325,000, as suggested by the Department of Legislative Services, increasing the transfer to fund balance would require approximately $18.6 million (an increase in the amount set aside for the fund balance of $9,325,000, plus a $9,325,000 reduction in general funds) in spending cuts.  Spending cuts of this magnitude would jeopardize institutional quality, reduce USM institutions competitive standing with respect to their peers, and hamper our ability to strengthen our economic and social impact on Maryland..

DLS Recommendation 3.
DLS recommends reducing the general fund support for enrollment growth by $4,134,400.  This reduced funding level more accurately reflects the cost to educate an additional student at a USM institution (p. 42).
USM Response:

The Enrollment Funding Initiative (EFI) was designed to address access while maintaining the high quality demanded of USM institutions. The EFI is not based on a calculation of marginal cost. Funding levels are calculated based on the maintenance of quality as defined by the commonly-accepted principles of the funding guideline. Following our analysis of DLS’s recommendation, the USM’s major concern is that the proposed model would undercut the peer-based funding guidelines, which are mandated by Maryland’s higher education statute (Sec. 10-207(5)). 

In 1999, MHEC and the USM developed the current funding guidelines. Since their inception, the guidelines have received broad support from the General Assembly and other key constituencies in the state, and their relevance and importance were reaffirmed by MHEC in 2004 in the update of the Maryland State Plan for Postsecondary Education. 

Funding guideline attainment is the most effective measure available for determining the general quality of an institution. DLS’s recommendation would erode the progress the USM has made in funding guideline attainment, which would directly result in the USM losing its competitive edge verses its peers nationally. Further, the recommendation would have an immediate and negative impact upon the other state formula programs, including the Sellinger and Cade programs that are linked with the funding guidelines and which support access and quality at Maryland’s independent institutions and community colleges.

DLS’s model for calculating variable cost is also based on faulty assumptions.  The analysis by DLS assumes that variable (or marginal cost as they sometimes refer to it) cost is less than the average cost. This is an incorrect assumption. Variable cost rises well above average cost under circumstances where resource limits are met and additional capacity must be created. Because students enter institutions from every type of circumstance (e.g., transfer, high school graduation, re-training, professional) and in a wide variety of programmatic areas (e.g. nursing, teaching, engineering, health care), the addition of even a few students can drive variable costs well-above average. The EFI’s addition of hundreds of students at individual institutions would, in any case, exceed any marginal savings.

Enrollment increases are constrained by funding. In recognition of this, the USM’s discussions with the new administration resulted in our reducing the total number of students who would be added. These revised growth plans are our reaffirmation of the principle that high quality is as important an issue as access. With only 40% of requested funding, we doubt that growth of any significant magnitude on the residential campuses would be possible in FY 2008. 

DLS Recommendation 4.  
DLS recommends that four-year public higher education institutions with nursing education programs include the number of qualified applicants denied admission to the program in their MFR (p. 43).
USM Response: 

As noted above, the USM and its institutions are committed to responding to the state’s critical workforce needs. We are also committed to maintaining as open and transparent a system of accountability as possible.  Though we are somewhat concerned that the current performance accountability/Managing for Results accountability processes, which focus on the strategic goals of the individual institutions, may not be the best vehicle for achieving the type of statewide information sought by DLS, we pledge to work with our institutions, as well as the agencies responsible for overseeing our current MFR/MHEC performance accountability reporting systems, to review the recommendation and implement it if possible.

DLS Recommendation 5.  
DLS recommends that the USM Board of Regents continue to submit a report detailing the amount and type of fiscal effect associated with the effectiveness and efficiency (E&E) plan for each year of the plan (p. 43).
USM Response: 

The USM concurs and will continue to submit the report as requested.

DLS Recommendation 6.  
DLS recommends that the USM continue to provide annual instructional workload reports for tenured and tenure-track faculty (p. 44).
USM Response: 

The USM concurs and will continue to submit the report as requested.

Section 2:  The Chancellor’s Comments on Issues Raised by DLS in the Analysis.

1. Request for Chancellor’s comment on efforts at USM institutions to increase new enrollment as well as retention of students already enrolled in teacher education programs (page 8 of the analysis).
USM Response: 

In order to help address the state’s critical shortage of teachers, the USM and its institutions are focusing their efforts on expanding the pipeline to increase the flow of new students into their teacher preparation programs.  Programs created by the USM institutions address four different target groups: high school students, addressed through teacher academies; community college students, addressed through the Associate of Arts in Teaching (AAT) programs; STEM (science, technology, engineering, and mathematics) majors, addressed through a new initiative that has been proposed by the USM; and career changers, addressed through new and continuing programs. Further information on each of these programs and the population of potential teachers they target is presented below:

Teacher Academies:  With the support of a five-year federal grant from the U.S. Department of Education, the USM has worked in partnership with Baltimore City Public Schools, Towson University, and the Maryland State Department of Education (MSDE) to develop new programs in middle schools and high schools to encourage students to consider teaching as a career.  The middle school program has established 16 “Future Educators of America” Clubs in middle schools in Baltimore City, with approximately 200 students participating. Over the last two summers, the Teacher Academy program at Towson University has trained 110 teachers from Baltimore City and around the state to teach a sequence of three high school courses that are part of MSDE’s Division of Career Technology and Adult Learning (DCTL) Career Pathways program.  There are approximately 1,000 students enrolled in Teacher Academies this year, the second year of the program.

AAT Programs:  AAT agreements have been negotiated over the past three years between all the two-year and four-year colleges and universities having teacher preparation programs in Maryland.  These statewide agreements created new degrees at community colleges that provide seamless transfer for students who are interested in becoming teachers in the following fields:  elementary education, mathematics, chemistry, physics, and Spanish.  English and special education will be approved within the next year.  USM has facilitated the regular meetings of the AAT Oversight Council, which was charged with developing the new degree programs designed to recruit teachers in shortage areas from community colleges.  Students who complete the AAT can transfer to any four-year college, public or private, directly into the teacher certification programs as juniors.  The first AAT programs came online in 2003, and a preliminary analysis of the impact of the AAT programs indicates that graduates from the programs have increased each year.

STEM-Teach Initiative:  This year the Board of Regents initiated a program to recruit more Science, Technology, Engineering and Mathematics majors into the teaching profession.  The USM will coordinate a program combining scholarship incentives, new coursework, and summer internships to recruit science and mathematics majors into programs where they will earn teacher certification and majors in their fields.

Career Changers:  Post-baccalaureate programs and Master’s of Arts in teaching degrees are offered by USM institutions for those who major in various fields and would like to earn teacher certification after receiving their bachelor’s degrees.  

In addition, with respect to the analyst’s question on teacher student retention, our strongest vehicle for promoting the retention of students in our teacher training programs (as well as promoting the retention in the profession of those young teachers who have graduated from our programs and are now teaching in our state’s classrooms) has been our investment in Professional Development Schools (PDS).  These programs are a nationally recognized model, and have transformed the way we train teachers in Maryland.  It is critically important to sustain the PDS programs as we move to expand enrollment and develop new programs, and for that reason we strongly support the continuation of the PDS funding currently being provided through MHEC.  Sustainable PDS funding has been a key priority of the K-16 Leadership Council, and I know I speak for my co-chairs, Dr. Grasmick and Dr. Burnett, when I say that in order to maintain these programs it is essential to have state money available as the federally funded grants expire.  Professional Development Schools provide invaluable internship experiences for teachers coming through initial teacher preparation programs, and make the greatest contribution to teacher retention.  

Finally, as a note of caution, we stress that both recruitment into the profession and retention in the profession are affected by many external factors.  Teachers report that working conditions, salaries, opportunities for advancement and professional development all factor into their decisions to stay in teaching, and college students consider these factors seriously when they weigh the decision to become teachers.  

2. Request for Chancellor’s comment on USM institution’s efforts to increase the capacity of their nursing programs (page 10 of the analysis).  
USM Response: 

The USM is keenly aware of the shortage of nurses Maryland faces, as well its responsibility as the state’s public higher education system to help address this critical workforce need. As the nursing capacity study carried out by MHEC in 2006 showed, the causes of the nursing shortage are varied and include, among others, exploding demand for health care workers created by the aging baby boom generation, including baby boomer nurses who are growing older and retiring;  the under representation of certain population groups, particularly minorities and men, in nursing; the impact of highly competitive salaries and benefits for nurses, which makes nurses an expensive workforce to recruit and retain, and which also detracts from the ability of universities to attract experienced, highly-skilled nurses into their graduate training programs; and finally, a lack of nursing faculty, which can, in combination with other facility and resource problems, lead to program capacity issues despite the availability of qualified students who may wish to enter nursing.  
To help address these issues the USM and its institutions have responded in a number of creative and cost effective ways that reach out to more population groups, including minority students, and more regions of the state, including areas of the state that had previously not been served by a four-year nursing program. Steps being taken by the USM institutions include the following:  

· UMB has expanded its undergraduate nursing cohort studying at the USM’s Higher Education Center at Shady Grove. This expansion will not only help address the state’s overall nursing workforce needs and allow UMB to expand its undergraduate output but also will help respond to nursing needs in one of the state’s fastest growing, life-sciences-oriented areas: Montgomery County
· As with UMB, Towson University and the USM have responded to nursing workforce needs in central and western Maryland by offering, for the first time, a Bachelor’s of Science in nursing (BSN) program at the USM Higher Education Center at Hagerstown. As with Shady Grove, the program will focus on serving a currently underserved region of the state.

· Coppin State University in Baltimore is expanding capacity in its highly-regarded nursing program through construction of a new facility. Coppin is on track to complete a 160,000-square foot Health and Human Services Building by 2008.  This will be the largest academic facility on CSU’s campus and will house nursing and other related health programs. Coppin projects that the facility will be a centerpiece of a planned increase in its undergraduate nursing programs. 
· Bowie State University has sought approval and been authorized to offer a generic Bachelor’s of Science program in Nursing.  This revamping of its undergraduate nursing program will allow BSU to attract more students into the program. At the same time, Bowie plans to expand its RN-BSN degree program through the development of more partnership arrangements with Maryland community college nursing programs.  
· Finally, UMB is responding to the state’s nursing needs by expanding capacity in its undergraduate nursing programs through the Shady Grove Center and other initiatives, and by realigning its programs and creating new programs in order to respond to state needs that, by their nature, it is most able to solve, particularly the need for nurse educators. As home to the state’s largest public school of nursing and center for graduate study in nursing, UMB has created the Master of Science Program: Clinical Nurse Leader. Graduates of this new program will be able to bring a high level of clinical competence and knowledge to patient care; will serve as resources for nursing teams; and, importantly, serve as clinical instructors for schools of nursing. Likewise, UMB has also launched a new Doctor of Nursing Practice program (DNP).  As with the master’s program described above, students in this program will received accelerated, graduate training in applying leadership skills in clinical practice, systems management, and nursing faculty positions. DNP graduates will be prepared to lead at the highest educational, clinical, and executive ranks.
Overall the USM expects these expanded, revised, and new programs and facilities to increase nursing graduates, including experienced nurses who are qualified to serve as nursing faculty at the state’s other institutions. These multi-pronged initiatives, in turn, should help address the state’s nursing workforce shortage.  However, it should also be noted, that these new programs will be aided by the increase in nursing enrollments that has steadily occurred, and is projected to continue to occur, in the USM undergraduate and graduate nursing programs at Salisbury and Towson as well.  

3. Request for Chancellor’s  comment on efforts to increase and stabilize the retention rate of African American students, as well as explain why ongoing efforts to increase retention rates of African American students have not produced results (p. 12).
USM Response: 

The Board of Regents and the USM recognize the urgent need to address the disparate academic achievement, including the second-year retention and six-year graduation rates, of first-generation, low-income students and students of color as compared to the student body at large.  To that end, the Board of Regents has created the Workgroup on HBCUs and Student Success.  The key goal of the workgroup is to explore, develop, promote and support implementation of effective strategies for closing the achievement gap on all USM campuses. The work plan for the upcoming year includes an examination of the best practices for serving target populations from institutions across the country and within USM, determination of methods for applying promising practices and the development of an action plan by the by end of the 2006-2007 academic year.

It is important to note that there is a lag time between when programs are implemented and when their impact shows up in retention rates. For the FY 06 accountability process, for example, the USM reported the second-year retention rate of those students who entered its institutions in fall 2004 and then returned in fall 2005. Though this may seem a long lag period, the actual impact of some USM activities and changes to Board policy that should aid the ability of many students to stay in school—such as the change in financial aid policy approved by the Board in 2004 and implemented, along with major increases in need-based aid by the Governor, General Assembly, and USM institutions beginning in FY 05—were still to be implemented during the period reported.  However, we believe that, in the end, these initiatives, combined with the programmatic recommendations expected to come out of the Regents’ workgroup, will have a significant and long-lasting impact on improving the second-year retention and six-year graduation rates of the USM’s African-American students and will help reduce the gap in success rates that currently exists.

4. Request for Chancellor’s comment on the reasons for the large gap between retention rates and graduation rates at some institutions, particularly Coppin State University and Bowie State University (p.12 of the analysis).
Promoting the academic success of our students continues to be a key goal of the USM and a major focus of Theme 1 of the System’s Strategic Plan. It is also a focus of the new Board of Regents Workgroup on HBCUs and Student Success noted above.  To help track progress under this goal, the USM closely monitors the second-year student retention rates and six-year graduation rates of students at each of its institutions. It also measures performance of its institutions in this area against that of their designated performance peers. As should be expected in a system of public institutions with distinct missions serving diverse student populations from wide-ranging socio-economic backgrounds, our data show that many of our institutions do very well in the area of retention as compared to their peers, though the level of success does vary. For example, Towson’s six-year graduation rate is seven percentage points higher than the average of its performance peers (56% versus 49%), and its second-year undergraduate retention rate is three percentage points higher than the average of its performance peers (82% versus 79%). And the six-year graduation rate of Salisbury’s students is 16 percentage points higher than the average of its performance peers (68% versus 52%), and its second-year retention rate is 5 percentage points higher (83% versus 78%).  As a System, overall, our data show that the USM outperforms a computed national average of six-year graduation rates by over seven percentage points (61% versus 54%) and we continue to improve on that level of performance (note: a similar national average of second-year retention rates has not been computed, but the USM’s overall average of 82% would be quite high in such a comparison). 

Looking specifically at our HBCUs, the USM’s most recent data show that the same trend of strong performance, in comparison to peer institutions, also holds up in most instances.  This is despite the added challenge of HBCUs being the primary points of access for student populations historically denied educational opportunities. Bowie State University, for instance, has a second-year retention rate that is 11 percentage points higher than the average of its performance peers (77% versus 67%), and a six-year graduation rate that is four percentage points higher (38% versus 34%) than its peers. At Coppin State University (CSU), the second-year retention rate is equal to that of the average of its peer institutions (63% versus 63%), though its six-year graduation rate has fallen over the past five years and now lags the average of its peers by eight percentage points (20% versus 28%).   In discussions between the USM Office and CSU on its performance in the area of student academic success, Coppin has noted that student finances continue to be a major obstacle to improved retention and graduation rates, a point that Bowie also has expressed.  CSU has the highest number of Pell recipients in the state for four-year public institutions (50% receive Pell), which severely impacts retention.  Further, a review by CSU of the fall 2006 undergraduate students who were expected to enroll for the spring 2007 revealed that one-third were unable to register or remain enrolled in Coppin due to outstanding balances from the previous semester.  The University is now conducting an analysis of need-based aid to determine the best way to allocate existing aid.  Additionally, the Office of Institutional Advancement is exploring ways to increase the availability of scholarship and other financial assistance for students with severe needs. These efforts, along with several other measures CSU has implemented, should lead to improved graduation and retention rates.  
5. Request for Chancellor’s comment on the fiscal 2007 working appropriation for tuition and fee revenues particularly regarding the apparent recovery in those revenues despite the freeze in tuition (p. 27 of analysis).  

USM Response:  

The tuition freeze in FY 2007 applied to undergraduate resident tuition rates only; nonresident and graduate rates were not included in the freeze. Therefore, institutions were able to increase non-resident and graduate tuition rates which resulted in additional tuition revenue.  Along with these increases, the USM experienced a significant increase in enrollment which also contributed to the additional tuition revenue. For example, UMUC realized an enrollment growth of approximately 2,221 FTE which generated additional tuition revenue.  While College Park generated additional tuition revenue related to increases in non-resident & Executive MBA tuition rates, along with increases in master’s and collaborative program fees and summer/winter/continuing education sessions.  Another factor having an impact on tuition revenue was the USM’s Effectiveness & Efficiency (E&E) efforts carried out by the institutions.  As part of the E&E initiative, the institutions have increased their efforts to improve non-traditional instruction time (i.e., winter/summer sessions).  These efforts have been successful and one of the results of this success is increased tuition revenue.

6. Request for Chancellor’s comment on the expectation for the growth institutions and how the growth will be managed at those institutions (p. 33 of the analysis).
USM Response: 
Three institutions have been identified by the USM as growth institutions for FY 2008. They are Salisbury University (SU), Towson University (TU), and the University of Maryland University College (UMUC).  The USM expects these institutions to focus on admitting substantial numbers of students in order to allow us to respond further to the increased demand for higher education in Maryland.  Growth plans have been developed with each institution through consultations between institutional leaders and Chancellor Kirwan and his staff. These plans have been further informed by USM demographic demand studies and the ongoing work of the USM/Maryland Association of Community Colleges Joint Leadership Council. Growth targets result from considerable coordination between the academic, enrollment management, student support services and budget personnel on each campus. All three institutions are confident of reaching their funded enrollment targets.

From a facilities capacity standpoint, major state-funded construction projects to be completed at Towson (e.g., College of Liberal Arts, College of Health Professions) and Salisbury (e.g., Teacher Education & Technology Building, School of Business) within the next 5-10 years are intended to provide sufficient classrooms and class labs to accommodate new students. Adequate housing and other student-related facilities are equally important as academic space in accommodating enrollment.  The 600 beds currently being planned for Towson is the first phase of a much larger student residential development (of up to 3,000 total beds) that the institution hopes to see completed--primarily via private capital--over the next 5-10 years. Salisbury will continue to evaluate the demand for housing on, and around, campus and the USM will work with them to plan any needed development.  In addition to new beds, both institutions have requested, and been granted, USM auxiliary bond consideration for major student-related projects in the next 5 years, including  $43M at Salisbury for major housing renovations and a parking garage; and $100M at Towson for renovation and addition to the union, health center, and dining halls.

The ability of all three institutions to meet their goals will be enhanced by plans to deliver instruction in a more distributed form. UMUC has long delivered its courses in a variety of formats and at multiple locations. This will continue. Towson University will be locating programs to the USM Regional Center in Hagerstown, and (in anticipation of BRAC) through cooperation and agreements with Harford Community College. Salisbury will partner with other institutions/centers on the Eastern Shore to achieve similar results on a smaller scale. In addition, both of the residential campuses are committed to meeting the goals of the USM Board of Regents E&E academic initiative which mandates that students earn 10% of their course hours through non-traditional methods (e.g., online education). These plans will reduce the pressure on campus resources associated with growth, and provide the flexibility need to absorb enrollment.
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Key Funding Areas

Affordability



		Enables tuition stabilization

		No increase in resident undergraduate tuition 

		Increases institutional financial aid by $10 million



		Funds mandatory cost increases














