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Chairman and members of the Committee, I am pleased to join you today in support of the 

University System of Maryland (USM) 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 O’Malley for his proposed increase of 6.8 percent—$63.6 million—in general funds for the University System of Maryland.   This funding will enable the USM to address our shared priorities of quality, access, and affordability.  Briefly, this additional funding will enable us to:

· Freeze tuition for in-state undergraduates

· Meet mandatory cost increases

· Increase need-based aid

· Enhance the Flagship initiative and other academic quality efforts

· Accommodate growth in enrollment

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.
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.

The driver of our efforts has become known as our Effectiveness and Efficiency (E&E) initiative.   We launched E&E to systematically look at our academic and administrative efforts.  More importantly, we have established E&E as part of our culture.  Our efforts on the administrative side—using the system as a universal purchasing agent—and on the academic side—lowering time to degree, requiring out-of-classroom credits, increasing faculty workload—have been remarkable.  Through E&E, the USM has reduced expenditures by more than $35 million over the past two years.  This figure doesn’t include cost avoidance or alternative revenue enhancement; it considers only real money taken out of our budget.  And we are on track to achieve an additional $36-million reduction in expenditures over the next two years.  The fact that E&E is driven by the System Office is what has made it such a success.
I cite our E&E initiative not just as an effort of which we are proud, but also as an example of how the USM is “out front” in terms of the key challenges facing higher education.  If you look at the report issued by the Commission on the Future of Higher Education, chaired by U.S. Secretary of Education Margaret Spellings, you will find wide-ranging recommendations to make higher education more accessible, affordable, and responsive.  If you look closer, you will see that the USM has been actively engaged and making progress in virtually every area of recommendation.  From partnerships with K-12, to emphasizing need-based aid, from updating curricula, to providing life-long learning, from focusing on key economic development needs, to embracing accountability . . . the USM is a model system.  We have embraced “best practices”—many of which had their impetus in the private sector—and tailored them to fit our operations.

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 addition, they underscore our overall commitment to provide convenient, accessible, affordable educational opportunities to Marylanders.
In my USM Office testimony last year I noted that the Universities at Shady Grove’s new facility—Shady Grove III—will open in fall 2007.  This new facility will allow USG to triple its capacity, with modern classrooms, state-of-the-art computer labs, and leading-edge distance learning capabilities.  Yesterday, representatives from USG and the University of Maryland School of Pharmacy—the only pharmacy school in the state—formally announced the addition of the UM Pharmacy curriculum to the USG campus, addressing one of the healthcare sector’s most critical workforce demands.
The University System of Maryland at Hagerstown also continues to grow.  Salisbury University (SU) will bring its undergraduate and graduate social work programs to Hagerstown beginning in the fall 2007 semester (pending MHEC approval). In addition, Frostburg State University (FSU) will offer a B.S. in Early Childhood Education beginning with the fall 2007 semester.  Along with SU and FSU, Towson University (TU), the University of Maryland, College Park (UMCP) and University of Maryland University College (UMUC) offer programs at Hagerstown.

Science, Technology, Engineering, Math (STEM) initiative.

The USM is initiating a new STEM project to help us meet the critical demand in the Science, Technology, Engineering, and Math disciplines.  Our goal is not only to produce a more robust stream of graduates ready to take positions in these fields, but also to help retrain and retool existing workers, as well as prepare teachers in the STEM areas for K-12 education.

Irv Goldstein, our Senior Vice Chancellor for Academic Affairs, and Associate Vice Chancellor Nancy Shapiro, are working with Provosts—initially at University of Maryland, Baltimore County (UMBU), UMCP, and TU—to coordinate and bolster our current STEM efforts on those campuses, especially in terms of improving K-12 education in these disciplines.  The idea is to simultaneously recruit more math and science majors into teaching (through incentives and alternative pathways) while also enhancing current science and math teachers (through expanding professional development).  In essence, we are cultivating the current and next generation of STEM teachers, so that they can in turn cultivate the next generation of STEM professionals.

Partnerships with Public Schools and Community Colleges
The STEM effort is an example of the numerous ongoing partnerships the USM has established with school districts throughout the state, with community colleges, with government entities, and with the private sector to better meet the educational and workforce demands of Maryland.   We have established broad-based partnerships that unite the various sectors in a coordinated manner.
Through efforts initiated at the System Office:

· we are opening and expanding the “teacher pipeline”; 
· providing statewide access to early college credit; 
· enabling seamless transition from community colleges to system institutions; 
· and—through last Fall’s “listening tour”—tailoring our efforts to better meet private sector needs. 
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 more than $1.7 billion in private support, to fund scholarships (especially need-based), academic excellence, endowments, and community service efforts.

Through training, capacity building, technical assistance, coordination, and other efforts, the System Office will play a vital role in their ultimate success.  
Turning now to the Legislative Analyst Recommendations for the USM Office:

RECOMMENDATION 1 – REGIONAL CENTER ENROLLMENT AND FUNDING:
Adopt narrative requesting a report on the revenues and expenditures of the Shady Grove and Hagerstown regional higher education centers.  
Enrollment:

Over the past year, the USMO leadership has worked steadily with the leadership of the USM higher education centers at Shady Grove and Hagerstown, and the USM campuses to expand the number of programs and services offered through the centers. We are confident that these new programs and services will, in turn, pay off in increased enrollment at the centers. 

At the Shady Grove Center (also known as the Universities at Shady Grove, or USG), for instance, planning for enrollment expansion and new program development has progressed steadily with partner campuses and regional stakeholders in anticipation of the opening of the Shady Grove Center’s third building (SG III) this coming fall.  The USG, its partner USM institutions, and the USMO are currently finalizing plans to bring more than 22 new and diverse programs to the center over the next two years. Included in the list of new programs set to open at Shady Grove in the near future are those in such high-demand fields as Pharmacy, Publication Design, Simulation and Digital Entertainment, Investigative Forensics, Emergency Management, Early Childhood Education, and many new business specializations.  Business daytime undergraduate education, in particular, continues to be in high demand, and enrollment in that area is expected to expand by 25 percent in each of the next two years.  Other programs in discussion to be brought out include Engineering, Kinesiology, Public Health, and Aging Services, as well as interesting curricular activities such as a combining an MBA from College Park with Nursing or Pharmacy degrees from UMB.  

A key part of the planning effort that has taken place at the Universities at Shady Grove this past year has been a careful analysis of workforce data and ongoing dialogue with regional businesses in order to identify workforce needs in the region.  In addition, the USG has developed partnerships with the regional community colleges and the local public school systems to support enrollment growth at the center.  Because articulation agreements with local community colleges take time to implement once they are finalized, and most programs at the junior/senior-level offered by the center require three-five years to fully gear up, students must be informed and advised about these new program offerings and requirements early on to achieve a smooth transition. This has been an ongoing effort of the USG over the past year.  Initial cohorts in such programs generally start small (10-20 students), double in the second year when juniors become seniors, and grow to a stable enrollment by the fifth year.  
As with Shady Grove, the leadership at the Hagerstown higher education center, the USMO, and the USM campuses have been working closely over the past year, in conjunction with other regional economic and academic leaders, to identify and develop new programs to bring to that center. A key goal of this effort has been and continues to be the selection and development of programs that are appropriately aligned with the changing economic and demographic forecast of the region.  According to the Maryland Department of Planning, the population for the Washington County-area is expected to grow rapidly over the next three to four years, as growth from the Baltimore-DC metropolitan region pushes westward. At the same time, the economy of the western Maryland region is also evolving from one that is primarily manufacturing-based to one that is more economically diverse, with education and health care services emerging as industry leaders.  To help address the workforce needs created by such trends, the USM, the Hagerstown Center, and its partner campuses are planning on bringing new programs in Nursing, Social Work, and Education to the center for fall 2007. As with the programs at Shady Grove, interest in these programs has been strong and should translate into stable enrollment growth at the Hagerstown center. 

Regional Center Funding:

The analyst recommends that the regional centers provide expenditure and revenue information by funding source for the actual, working appropriation and allowance year.  The USM concurs with this recommendation and will provide the revenue and expenditure data to DLS.

RECOMMENDATION 2- TUITION AND MANDATORY FEE SCHEDULE:
USM Office should submit a detailed tuition and mandatory fee schedule of USM institutions with the allowance, regardless of whether it has been approved by the Board of Regents, noting pending approval of the Board.  
The USM will concur with this recommendation.  However, the detailed information provided will be an estimate and may not have BOR approval at the time of submission.  These numbers may change pending final approval of the Board. 

It should be noted that the routine timetable for the budget has changed over the past several years and this information, previously submitted with the allowance, was not available as in previous years.  Furthermore, the BOR tuition and fee proposal item is always shared with DBM and DLS and their staff is invited to the meetings when the item is scheduled for a vote.  

CHANCELLOR’S COMMENTS ON ALUMNI GIVING RATE:
Most USM Institutions Have Lower Undergraduate Giving Rates than Their Peers

Exhibit 6 of the legislative analysis shows the undergraduate alumni giving rate at USM institutions as reported in the 2005 and 2006 Dashboard Indicators compiled by the USMO. The data reflect two-year averages, i.e., the 2006 report shows the average of FY ’04 and FY ’05 (year ending June 30).  The undergraduate alumni giving rates at seven of 10 USM institutions are lower than their peers for FY 05.  Salisbury University (SU) and UMUC had giving rates equal to their peers and UB exceeded their peers by two percentage points.  The exhibit also shows whether an institution has decreased since the 2005 report.  It bears noting, that decreases in giving rates at UMCP, UMBC and UMES resulted from the success of those campuses in identifying new and lost alumni, who have been added to their databases, therefore increasing the universe of potential donors.  In addition, as a national trend, alumni participation has been down while total giving from alumni has been on the rise.  This trend is also true for most of our campuses.    
To improve alumni giving, our campuses are expanding outreach to alumni and working to educate students about the importance of giving.  We are creating “new alumni membership” opportunities to build a culture of philanthropy, and we are working to increase the volume and frequency of direct outreach to alumni.  By broadening the pipeline of alumni donors during the critical 10 years following graduation, our campuses intend to create a habit of giving that will improve alumni giving rates in future years.
