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Mr. Chairman and members of the Committee, I am pleased to join you today in support of the University System of Maryland Office’s budget.  

I want to begin by reiterating a few of the points I made when testifying in support of the overall University System budget:

I once again want to thank Governor Ehrlich for continuing the reinvestment in the University System that began with last year’s budget increase.  

I also want to thank the members of this committee and the Maryland General Assembly for recognizing the importance of funding for the University System of Maryland.  For many of you, your support goes back decades and you have worked to elevate the issue of the importance of USM funding for the future of our state.  Your leadership and support are very much appreciated.  

Finally, I again want to note how pleased I am that we have been able to develop such a strong and effective partnership, with the Governor, the General Assembly and the University System of Maryland working together to meet our mutual goals of quality, access and affordability.  

Turning to the USM Office budget specifically, I will endeavor to keep my comments brief today, covering three areas.  First, I will provide a brief overview of the system office.  Second, I will discuss the budget proposal and what the funding will enable us to do.  Finally, I will address the key issues raised by the legislative analyst.

As you know, the USM Office serves as the staff to the Board of Regents; assists USM institutions in fulfilling their individual missions; coordinates the collaborative efforts of USM institutions; facilitates the interactions of the System with the other segments of higher education in the state and the K-12 community; and performs a number of system-wide functions.  Essentially, we are the “corporate office” of Maryland’s public university system.

You are aware that the USM has faced significant budgetary challenges in recent years, and the System Office has been at the forefront—both internally and externally—in addressing these challenges.  We have made it our mission to generate significant savings system-wide, primarily through our Effectiveness and Efficiency initiative.  We pulled together my staff, the Board of Regents, our presidents, as well as faculty and staff to develop this initiative.  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.  By systematically reexamining our academic and administrative processes, we have been able to take $40 million out of our costs over the past two years.  The fact that E&E is driven by the System Office is what has made it such a success

Additionally, other vital efforts are driven or coordinated by the USM Office.  

Regional Education Centers

The USM Office oversees the development and management of USM’s two regional centers, the Universities at Shady Grove and the USM at Hagerstown.  The centers represent a commitment to partnerships among the USM institutions, special relationships with Maryland community colleges, and close collaboration with the business and civic leaders at the county and state levels.  

In recent developments, the Universities at Shady Grove broke ground on a new facility, which will feature modern classrooms, state-of-the-art computer labs, and leading-edge distance learning capabilities.  This new facility will enable enables Shady Grove to TRIPLE its capacity to 6,000 students, helping us meet the enrollment demands of the University System, the workforce needs of the business community, and—above all—the educational needs of our citizens.

The University System of Maryland at Hagerstown continues to grow and expand.  The University of Maryland, College Park, launched its first program to be offered at Hagerstown: Graduate engineering courses are now being offered by our flagship campus at the center.   College Park joins Frostburg, University of Maryland, Baltimore, and University of Maryland University College in the growing Hagerstown roster.

Partnerships with Public Schools and Community Colleges

The USM Office has on-going partnerships with school districts throughout the state to address teacher shortage, teacher retention, teacher recruitment, and teacher professional development.  These federally-funded partnerships were made possible by our Office of Academic Affairs.

Similar innovative partnerships exist between the System Office and Maryland’s community colleges, streamlining the ability of students to move from a community college to a System institution.  

Capital Campaigns

As you know, the ability to raise revenue from alternative sources - - especially private philanthropy - - is becoming increasingly important.  University System institutions are initiating campaigns to raise over $1 billion in private support.  Through training, capacity building, technical assistance, coordination, and other efforts . . . the System Office will play a vital role in their ultimate success.

Office of Civil Rights

The System Office continues to work with the Office of Civil Rights on the implementation of the agreement enhancing our historically black institutions.  

The budget proposal for the System Office will enable us to further each of these efforts, as wee as others.

Turning now to the single Legislative Analyst Recommendation for the USM Office:

LEGISLATIVE ANALYST RECCOMENDATIONS & ISSUES

Analysis – Chancellor’s comments on the decline in Shady Grove enrollment:

Although the undergraduate day-time enrollments at the USM’s Shady Grove Center have tripled over the past five years (going from an initial enrollment of 223 in FY 01 to 678 in FY 05), the Center’s overall headcount enrollments have dropped from a high of 2,445 students enrolled in all programs offered at the center in fiscal 2002—whether day-time, evening, or weekend—to 2,146 in fiscal 2005.  This temporary drop can be attributed, we believe, to a number of reasons. First, the difficulties that UMUC experienced in the implementation of its PeopleSoft administrative software (previously noted in analysis for UMUC) delayed the ability of its students to enroll and register for courses at the Shady Grove Center. This delay, combined with that created by the lawsuit over its marketing contract (also discussed in the UMUC analysis), impeded UMUC’s efforts to recruit and enroll new students at the Shady Grove center. Second, we believe that an ongoing shift in student enrollment patterns also has affected programmatic enrollments at the Shady Grove Center. This has occurred most notably for the graduate, evening, and weekend programs offered by UMUC, and to a lesser extent, the part-time MBA program offered by UMCP.  With regard to UMUC’s programs, we believe the drop in the number of students taking UMUC courses at the Shady Grove site has been impacted by the rapidly expanding number of courses that the institution now offers online. As a world leader in the use of Web-based technology, UMUC through its online offerings has given its students much greater choice in where, when, and how they choose to enroll in courses and programs. With more opportunities to mix enrolling in onsite and online courses, many UMUC students are choosing to alternate or use both options in a given semester.  Since the Shady Grove Center is one of UMUC’s largest sites, this change in student registration patterns has had a notable impact on enrollments in its onsite course offerings.  Importantly, however, although the Shady Grove Center does not include online students in its enrollments, it does continue to serve all UMUC students in the region (whether onsite or online), allowing them to use such instructional resources as its library, computer and study facilities, as well as its classrooms and office facilities for exam taking and advising.  Finally, with regard to the decline in the enrollments in UMCP’s part-time MBA program offered at the Shady Grove center, we believe that this is the natural result of a strong economy, which is keeping more potential students in the job market, juxtaposed with UMCP’s opening of a Washington, DC center. This new site has helped to pull a small portion of the area’s potential student population for the Shady Grove program to DC. 

Montgomery County continues to be a major economic driver of the state and a major focus of the USM’s efforts to provide effective, high quality education, outreach, and workforce training initiatives. Although the initial creation and start up of innovative higher education centers, such as those at Shady Grove and Hagerstown, is seldom smooth, we believe that the enrollment adjustments noted by the analyst will resolve themselves as we continue to expand our service to those communities through targeted programs and expanded course offerings.

Issues and Recommendations
Issue:  USMO should comment on the audit findings:


See attached.

Recommendation 1/2 – Reduce general funds $584,538 allocated to Hagerstown Regional Higher Education Center.  Reduce general funds by $230,701 for Shady Grove
The USM strongly urges the committees to reject this recommendation.  

The Shady Grove and Hagerstown regional center facilities were built by the state, using general obligation bonds, to provide a public 4 year higher education presence in underserved areas.  The state provided operating funds for these facilities. Both USM regional centers have significant costs associated with the operations of the facilities.

The DLS recommendation is based on a MHEC FTES funding strategy.  However, the DLS recommendation does not take into account other MHEC funding recommendations targeting facility and operational costs.  DBM expressed concern about the MHEC report, recommending that centers utilize tuition and fee revenues and institutional State appropriations as their primary funding source, which is the USM practice.  Additionally, the USM communicated our concerns over a FTES funding strategy that did not take into consideration operating costs and on-going inflationary costs.  A reduction in total funding will only create an operating shortfall associated with these facilities and discourage institutions from increasing the program offerings and enrollments.  Every general fund dollar cut from the regional centers would directly add to the institutions cost of delivering programs. 

It is estimated, for example, that Shady Grove III will have an operating cost of several million dollars when it opens.  These funds will be used for utilities and operating maintenance.  If these funds are not allocated to the center the cost to deliver programs will become exorbitant and present an even greater disincentive for the institutions.  The expectation that the funding for the centers should move to the FTES strategy without consideration for the costs of operating the facility is not consistent with the USM charge to offer courses in underserved areas of the state.  

Recommendation 3 – Adopt narrative on Institutional Aid Report requiring USM to submit all categories of institutional aid for USM institutions with the budget request, and allowance, including prior year actual, current year working and allowance.
The USM is proud of its efforts to increase financial aid, specifically need based aid.  We concur with this recommendation and will report institutional aid for undergraduate student categories of need based, athletic and merit/mission for the actual and projected years as requested.

Recommendation 4 – Adopt narrative on E & E plan reporting on initiatives.  The committees request that the Board annually submit a report on the amount and type of fiscal effect associated with the  E & E plan for each year of the plan including 2006 actual, 2007 working and 2008 allowance. The report should also indicate how many full-time equivalent students are served by USM institutions at no additional  cost to the State, including prior year, current year, working and allowance.  
The USM is committed to the E & E plan and does not object to reporting on the initiatives.  We will be happy to provide high level summarized projections for FY 2007 and FY 2008.  However, we would prefer to keep the transactional detail reporting cycle on a fiscal year basis.  The BOR has on-going E & E expectations that will require the institutions continue to generate savings and that will result in the continued improvement of operational efficiencies and we will continue to report on the progress.  
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