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It is a pleasure to take part in this important discussion on making college both more accessible and more affordable.  I commend the Lumina Foundation, both for coordinating this national summit, and for your strong advocacy on behalf of higher education.  I am pleased to note that tomorrow I will be in New York where TIAA-CREF is holding a similar symposium on college costs and affordability.  Clearly, as a community—the higher education community—we are beginning to come to grips with the fact that we have a crisis in our country that we must address.  
I am delighted that Tom Friedman will be our keynote speaker this afternoon.  I know most of you in this room have read his most recent work, The World is Flat, which is a significant contribution to the conversation we are having today.  From my perspective, the book is either a wake up call for our nation or the harbinger of our worst nightmare, depending upon how we as a nation ultimately respond to the challenges Mr. Friedman outlines.  In the book, he points out where the world is going in the high-tech economy and the risk we in the United States run by not capitalizing on the only area in the global economy that we dominate: the entrepreneurial, innovative, highly skilled niche in which America is almost always the source of “the next big idea.”  Friedman points out that there are many significant warning signs.  For example, a few decades ago, we were the leader in high school completion rates and in the college participation rates of our high school graduates. Today, we rank fifth among industrialized nations in high school completion rates and seventh in post secondary participation rates. In fact, we are the only industrialized nation with a declining college participation rate.  Our middle and high school students rank near the bottom among all industrialized nations in math and science achievement. 
In addition to the argument he makes—an argument we should heed—that the US must strengthen the knowledge and skills of our workforce if we plan to continue forward as a dominant economic force, there is another argument that is equally compelling: There has been a decline—if not a loss—of upward mobility in our society that to a large degree has been brought about by a systematic and persistent disinvestment of public funds in higher education.  Consider that in the mid-to-late 1970s, as a nation, we invested more than $10 for every $1000 of personal income in higher education.  Today that investment stands at about $6 for every $1000 of personal income.  That’s a whopping 40% decline in the rate of investment over the past 30 years.  As a result of that disinvestment, as well as other factors, college costs have been rising dramatically.  When the doors to higher education are closed, the American Dream of upward mobility is short circuited.   Consider another piece of data from another study I recently read:  A child in a family earning in the top quartile has an 80% chance of earning a college degree; a child in a family in the lowest quartile has less than a 10% chance of getting a college degree.  Given the importance of higher education for success in today’s world, it is no exaggeration to say that unless this dynamic changes, we are creating a permanent underclass of people in our society that not only undermines a defining characteristic of  America, but may ultimately become a serious threat to our democracy.
The Lumina Foundation has produced one of my favorite examples to try to get people focused on the magnitude of our challenge.   Take 100 8th graders today and ask how many will have a college degree in 10 years.  Given current completion and participation rates along the way, the answer is 18.   What, I ask you, will the other 82 students be doing in the America of 2015?
Given the evidence, there is no question that we must somehow find a way to restore higher education as a priority for public investment.  At the same time, we in higher education must also do our part and take very seriously the issue of controlling rising costs.  
The fact is, these two issues work in tandem.  The only way higher education is going to be able to position itself for increased public support is if we first recapture the public’s trust.  Let’s be honest . . . there is a sense that higher education does not “get it”.  At a time when sensitivity to cost is so acute that productivity gains are the standard by which success is measured in most sectors of our society, higher education across the country operates under an obsolete model.  Educational expenditures at colleges and universities across the country are rising about 5% annually.  We’re in an economy where inflation is increasing at about 3% a year and seems to be entrenched at that level.  So we have a model that simply isn’t sustainable. We cannot continue on indefinitely with rising costs that are out of line with the overall increase in expenditures in our society.  We must make a firm commitment to act as cost-conscious, cost-effective stewards of our funds, regardless of the source.  We must find ways to control the growth of our costs.  

Now, we’re not a private sector industry.  We can’t be held to the same kinds of expectations for many of the reasons that David mentioned just a moment ago.  But nevertheless, we cannot continue to operate ignoring the environment in which much of the rest of the world operates.  Furthermore, controlling cost has reached the level of a moral imperative given the whole issue of affordability and access.  Consider that an advisory panel to the secretary of education on financial aide reported last year that there were between 250,000 and 500,000 college capable students who did not go to college simply because the cost was too great.  That is a serious problem for our nation, from both a moral and competitive viewpoint.

To address this issue in Maryland, the USM launched an effort that we call our Effectiveness and Efficiency Initiative (E&E).  By way of background, I note that in Maryland, from 1990 to the present--in constant dollars--State support for higher education has dropped from almost $7,900 per-student to less that $5,700 per-student.  That is a reduction in state support of almost 28% in less than 15 years, even with an increase in support in the most recent budget year.  We are also facing a 20% rise in demand over the next half a dozen years.  We’re one of the states impacted by the children of the baby boomers, the baby boom echo as it were, and these students will be disproportionally low income and the first generation to go to college, making cost an important factor.  
E&E is Maryland’s concerted effort to see what we could do about controlling costs.  It has involved the Board of Regents, our presidents and me, as well as faculty and staff from across the System.  We are systematically looking at our academic and administrative processes to see how they can be reengineered to make them more effective at lower cost. Today, if you walk onto any of our campuses and mention E&E, you’ll get a reaction . . . not always positive, but you’ll get a reaction.  It has become part of our culture.
On the academic side, we increased faculty teaching responsibilities on average by 10%.  That doesn’t mean that every faculty member had his or her teaching load increased, but the total output of the teaching staff has been increased by 10% across the system.  The board also established a policy that on average students must earn 12 credits outside the classroom.  This could be through advanced placement credit, study abroad, internships, or any other faculty approved means of gaining credit.  But, bottom line, students have to earn 10% of their credits outside the classroom.  We’ve also put a cap on all majors of 120 credits (unless there is some accreditation reason not to), so as to avoid a credit creep.  We’ve also done some very creative things with on-line education in partnership with the community colleges.

On the administrative side, we did some very obvious things that, for whatever reason, had never been done before.  We began using the system as a universal purchasing agent rather than leaving that function to individual campuses.  You would be amazed about how much we were able to drive down the cost of software products, computer equipment, etc.  Our biggest saving came from purchasing energy as a collective.  Given what is happening with energy costs, there has been a huge savings for the system with that.  We are also beginning to consolidate backroom operations into single service centers for the entire system.  Auditing, financial aide, a lot of things that are sort of invisible to the educational effort but necessary to carry out the work of the university mission are now being done in a more centralized way. 
All told, over the past two years since we have started this initiative, we’ve taken $40 million out of our costs.  Now these aren’t numbers we dreamed up.  These are an audited $40 million worth of costs taken out of our operations.  This first phase of our E&E initiative received such a positive reaction both in the media and the state capital, that the governor specifically sited the efforts as one of the key reasons why the USM was receiving its first budget increase in several years, 6.2%.  I use this to illustrate my point that if we in higher education take the lead in cost control and efficiency, we can begin to restore public trust and justify an increase in public investment.  
I will close by discussing the most important tools we have to address access and affordability; financial aid.   I think what is happening in higher education with financial aide is indefensible.  Traditionally, financial aid was aimed at students who would otherwise not be able to afford college.  With the introduction and expansion of the HOPE Scholarship Program and its counterpart in other states, there was a turning point.  Over the past decade need-based aid has seen a very modest increase while merit-based aid has virtually exploded.  For any particular institution, non-means tested merit aid can make sense; it can attract the best students, it rewards academic achievement, etc.  The fact is, however, that most of these students were already college bound, while too little is being done to target those students for whom cost makes the difference between going and not going to college.  
We are also responsible for creating a false dichotomy with our aid programs.  Need-based aid already takes “merit” into account.  By gaining acceptance to an institution, the student has to meet certain requirements...has to demonstrate merit.  Most merit aid does not incorporate a similar requirement to demonstrate need.  

To make matters even worse, many of these HOPE programs are funded through state lotteries, which have been proven to be a regressive “tax” on the poor.  So we actually have a situation where low-income families are subsidizing the higher education of middle and upper income families.  And so we find ourselves in an indefensible place—a morally indefensible place in my view—where the highest achieving poor students attend college at essentially the same rate as the lowest achieving wealthy students; about 78%.

In Maryland we launched a study on our use of financial aid to determine how it was being targeted and it turns out we were a poster child for bad practices that are around the country.  We discovered that our poorest students were graduating with 25% more debt than the average student.  We decided that we could not allow that to continue so, as a system, we developed new policies to put much greater emphasis on need-based aid.  In particular, we established a policy stipulating that by fiscal year ‘09, the lowest income students must graduate with 25% less debt that the institutional average.   
This one policy change will force a huge shift of dollars away from non-means tested merit aide into financial aide for those who need it most.  This type of hard and fast policy requirement has got be a significant piece of the overall discussion on how we address the issues of access and affordability.  

If collectively we in higher education can take steps like those I’ve indicated today, demonstrating our sensitivity to controlling cost increases and making adequate aid available to our neediest students, I am convinced that we can once again become a priority for the investment of public funds as one of society’s most important “common goods.” 
Thank you.
