Response to the 2007 Joint Chairmen’s Report Language
Report on the Fiscal Effects and Implementation Strategies for

Efficiency Initiatives;

Report on Significant Changes in the Efficiency Plan

Language on page 170 of the 2007 Joint Chairmen’s Report requests that the University System of Maryland (USM) continue to submit a report detailing the amount and type of the fiscal effect associated with the effectiveness and efficiency plan for each year of the plan, including prior year actual and current year working.  The report should also indicate how initiatives shall be implemented and the progress of implementation, as well as any significant changes in the efficiency plan.  This report summarizes the status of the Board of Regents’ Effectiveness & Efficiency (E&E) efforts.  As the report indicates, many efforts are underway and work continues on the items in the initial E&E report.  At the same time, as the Board indicated in the initial report, this is an ongoing priority for the Board and the USM.  Items and follow-up tasks are constantly being added to further the E&E effort.  It is also important to note that while several policy changes have been implemented, the impact of those changes will not be known until the completion of this and future academic years
The USM continues to make significant progress toward improving the higher education model. The goals of the E&E Work Group remain the same: address increases in effectiveness and efficiencies in the USM operating model, increase quality, serve more students and reduce the pressure on tuition.  The activities of the E&E Work Group have always built on a strong program of cost containment that had already existed and that has been incorporated with this report as Appendix I.   In fact, the report has been revised to incorporate savings derived from Board of Regents E&E activities. It is disaggregated into the following categories; savings, cost avoidance, entrepreneurial revenue, and strategic reallocation items taken by the USM institutions.  

FY 2007 Process
The academic and administrative reviews continue to focus on the need to examine all opportunities to improve the operating model that are available from working as a System.  .

· The academic action items, under the direction of the Senior Vice Chancellor for Academic Affairs, are reviewed and analyzed by System staff and the provosts of the institutions.

· The administration action items, under the direction of the Chief Operating Officer/Vice Chancellor for Administration and Finance, are assigned to the Vice Presidents for Administration and Finance of the institutions for review, consideration and recommendations.
The following sections provide an in-depth discussion of both new and continuing projects, several of which are either poised for implementation or have already been implemented as well as initiatives that once begun are ongoing.

FY 2007 Project Status: Academic Issues

New Initiatives
Application Referral System
In spring 2007, a new “admissions application referral system” was developed to redirect unsuccessful applicants to other USM institutions.  Applicants who are not admitted to one of the five “referring” institutions are directed to a web site that offers them the opportunity to learn more about and/or apply to other USM institutions.  The referral system is intended to provide Maryland students with options in the USM and to increase the number of applicants to USM institutions that have the capacity to accommodate eligible students.
Student Success
The achievement gap for low-income, first-generation, and students of color as compared to the student body at large is continuing to increase nationally. This gap though created by a complex of interwoven factors that are both internal and external to any given institution can be systematically addressed and reduced. It poses major challenges and opportunities for USM institutions.  A coordinated Action Plan that engages USM institutions and appropriately determined external partners (MHEC, MSDE, and others) in a series of sustained initiatives focused on areas that lead directly to increased enrollment, retention, and support for graduation is required. Critical to the success of this Action Plan is a consideration of those areas of support for student achievement that can have the greatest possible impact for discernable improvement.  A major element of this Action Plan is the need for USM institutions to fully examine such things as the participation rates of the targeted populations, their rates of achievement (time to degree and completion), as well as performance in “gate-keeping” courses, need-based financial aid and its packaging.

A major component of the USM initiative to address closing the achievement gap is a Symposium that was held on November 14, 2007 to systematically examine where USM institutions are and what actions can be taken to close the gap.  The USM institutions have been charged with closing the gap by half by 2015.  It is anticipated that successful attainment of the goal will result in significant improvements in access, college participation, and success.  
Continuing Initiatives
Course Redesign

Nine pilot projects have been approved and will be implemented in spring 2008.  Two additional projects will be approved this year.  A workshop is scheduled for May 30, 2008 to assess the outcomes of the pilot projects, and to share among the project participants the lessons learned.  During summer 2008, the teams will focus on appropriate revisions with an eye toward full implementation in fall 2008. 
Faculty Instructional Workload

Early in the E&E process, the E&E Work Group identified faculty instructional workload as an area with potential for improved efficiency.  Following a review and analysis of faculty instructional workload by institution, the E&E Work Group established a goal, to be implemented in the fall of 2005 (FY 2006), that the faculty workload reach the mid-point of the workload ranges established in Board policy.  Analysis of the faculty workload data indicates that the system as a whole once again reached these targets during FY 2007.  The average course units taught at comprehensive institutions was 7.5 against a target of 7.5, and the average at research institutions was 5.9 against a target of 5.5.

Time to Degree

Another of the academic issues of great interest to the E&E Work Group was the development of strategies to reduce time to degree for baccalaureate degree-seeking students at USM institutions in order to increase the “throughput” and serve increased numbers of citizens who seek access to public higher education.  In FY 2005, three new policies were developed by the Academic Affairs Office in consultation with the chief academic officers and faculty representatives, and, upon the recommendation of the Chancellor and the Board’s Committee on Education Policy, were approved by the Board of Regents in February 2005.  Those policies are designed to create sustainable, systemic change in the way students move through the USM institutions. In FY 2007, student time-to-degree was shorter (8.9 semesters) and 4-year graduation rates were higher (39%) than at any time since these numbers were first systematically tracked in the early 1980’s. 

Fiscal Impact of Revised Academic Policies
The academic policy initiatives to maximize capacity and reduce costs, such as the increased emphasis on improving advising, are diverse and do not translate directly to immediate monetary returns.  Rather they will be analyzed in terms of how many additional students will be served.  The FY 2005 FTES actual was about 940 FTES (excluding UMUC) above FY 2004.  This increase came about without an increase in general funds for the System and represents an efficiency of approximately $4.2 million.  Please note that while the System general fund appropriation did increase by $11.9 million over FY 2004, those funds were dedicated to COLA ($10.7 million), Hagerstown ($1 million) and CSU ($100,000).  None of those funds were available for enhancements in the instruction program.  In addition to increasing enrollment the E&E Work Group addressed other academic issues.

In FY 2006, 704 additional students were added at no additional cost to the state through E&E academic initiatives.  This number, as provided to DLS in January 2006, is based on improvements in enrollments in auxiliary semesters and undergraduate student time-to-degree.  In FY 2007, 1,103 additional students were added at no additional cost to the state through E&E academic initiatives. This number, reported in January 2007, is based on improvements in enrollments in undergraduate student time-to-degree and in unfunded growth associated with the Enrollment Funding Initiative. 

In two years, these improvements insured that the 1,807 students had either graduated and cleared capacity for an equal number of students or had been added through auxiliary and off-campus enrollment with no commensurate rise in state funds. The next report of increased capacity will be available in January of 2008, and it is anticipated based on preliminary data that the FY 2008 figure will be between 600-700 students. This will bring the total for three years of anticipated impact to between 2,400-2,500 students against the anticipated 2,100 students projected for academic initiative E&E capacity increase.

Guaranteed spring admission/fall credit alternatives
Spring admission for freshmen permits the institutions to eliminate waiting lists and guarantee admission to an increased number of qualified students.  The students admitted in spring counter the modest attrition in fall and December graduates, thus ensuring optimal use of facilities.  Spring admits are permitted to register for fall classes in otherwise underutilized time slots, thus maximizing facility use and faculty resources by ensuring adequate class sizes.  Currently available at one USM institution, other institutions are conducting feasibility studies to undertake a similar program.

FY 2007 Project Status: Administrative Issues

New Initiatives
New Anti-Virus Software Agreements
The USM completed agreements with McAfee and Symantec for their anti-virus product suites, effective July 1, 2006 and October 1, 2006 respectively.  The savings from these agreements over a five-year period is estimated at $1.25 million.

Continuing Initiatives

Online Education – Strategic Plans

Following the completion of strategic plans for online education by all the degree-granting institutions, the USM Online Education Strategic Plan was completed and can be found in Appendix III.  

PeopleSoft Agreement

USM continues to benefit from a renegotiation of financial terms that occurred in December 2004 which has resulted in savings of approximately $750,000 per year.  All institutions have met their implementation goals for the major systems that support all administrative, academic and student support functions.  The current emphasis is to move to implement those additional modules that will have the greatest impact on operational efficiency.

Procurement:

The USM and its institutions are continuing to pursue strategic sourcing opportunities.  Using its collective buying power as-well-as participation in consortia (MEEC), the USM anticipates finding cost savings and cost avoidance opportunities, particularly with regard to commodity purchases. Although the USM continues to maintain its success with the efficiencies it has implemented over the last several years, it continues its cost savings and avoidance strategies as-well-as seeking new opportunities for efficiencies.  These would include: 

1. System-wide research materials and supplies contract

2. System-wide travel contract

3. System-wide diners club contract

4. System-wide McAfee anti-virus contract

5. System-wide Symantic anti-virus contract

6. System-wide PeopleSoft consulting contract

7. System-wide PeopleSoft technical training contract

The platinum support agreement for PeopleSoft products which was renegotiated in FY 2005 will result in a maintenance costs savings of at least $7 million over the next ten years.  In addition to the maintenance cost reductions, under this new agreement, the USM acquired licenses for all higher education related software that had not been purchased under the initial procurement.

Energy

Among USM strategic sourcing efforts is the procurement of System-wide energy.  The acquisition of energy is an on-going endeavor.  It should be understood that in a volatile market where energy costs continue to rise, savings are found in minimizing those market increases and exploring ways to reduce consumption.  Additionally, the USM institutions are exploring the use of renewable energy to reduce their carbon emissions.  USM energy initiatives include:


Electricity


A significant portion of USM electric energy is purchased through multi-year 
fixed-price contracts.  On November 15, 2006, USM institutions collaborated 
with the Department of General Services (DGS) in an on-line reverse electronic 
auction designed to acquire fixed-price electricity for all state agencies.  The 
contracts started June 1, 2007 and extend through June 30, 2009.  It is estimated 
that the USM will save approximately 10% in electricity costs compared to costs
 
when electricity is purchased by individual institutions.  The procurement also 
includes 4.5% of the purchased electricity from renewable energy sources.


Additionally, the University of Maryland, College Park is in the process of letting 
a lighting fixtures retrofit contract that all USM institutions will be able to utilize.  
It is estimated that the entire retrofit could ultimately save over $2 million per 
year when it is fully implemented.

Natural Gas

Most of the USM natural gas needs are met by purchasing natural gas futures in a 
process referred to as “hedging.”

To facilitate this process, USM let a three-year contract, in collaboration with DGS, for natural gas that went into effect in June 2006 for most USM institutions and will expire June 2009.  This will put all state agencies on the same calendar by the end of this new contract with USM expected savings of $1 million over the term of the contract.


It is anticipated that a new natural gas contract will be let this fall for an additional 
two-year contract through June, 2011.  This will give the USM institutions the 
ability to hedge forward on a rolling 36 month basis. 

Accountability

The Dashboard Indicator Report has become an annual report to the Board of Regents. 

Fiscal Impact

FY 2007 estimated savings

Although the annual Efficiency Efforts Report (Appendix I) shows a consolidated total savings for FY 2007, there are two initiatives that make up this report.  The first initiative is the 1% reduction in expenditures for the USM state-supported budget.  The Chancellor and the Board of Regents have required that USM institutions reduce their mandatory expenditures and identify savings within their institutions.  This action reduces the pressure on tuition revenue needed to balance the budget.  The fiscal impact on the USM as a whole is $18.7 million (slightly higher than the 1% goal).  This is approximately equivalent to an additional 2-3% increase in tuition.

The second initiative for FY 2007 is the continued requirement to improve administrative activities aimed at avoiding costs, increasing revenue from sources other than tuition to support the State-supported budget, and other activities that are addressed in the FY 2007 annual Efficiency Efforts Report included as Appendix I.  This report identifies $59.0 million in the ongoing USM Efficiency Efforts program (including BOR Efficiency & Effectiveness Workgroup initiatives) and $18.9 million in non-tuition and fee related revenue over the 1% savings already discussed.  These two items are supplemented by the enrollment increases achieved in FY 2007 as discussed previously.

Summary 
The impact of the implementation of many of the initiatives is their incorporation into the fabric of the organization.  This will assure they continue to provide effective and efficient operational opportunities to leverage the resources of the system for many years to come.
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