Budget topics from the USG Board of Regents (BOR)

(Excerpts from the BOR meetings, reports, presentations concerning University System of Georgia budget matters)

· Chancellor's Report, August 9, 2006 

Chancellor Erroll B. Davis Jr.
Board of Regents Meeting
….”Yesterday, you approved what will be my first budget in my first full budget cycle. I am very excited about seeing it grow into a full state appropriation next spring. I am accountable for this budget and look forward to spending time with the appropriate legislators to ensure that our aspirations and goals are in fact met. But looking forward, there will be additional procedural changes to our own internal procedures. This year, for the first time, we will be assigning analysts to each institution, and they will be working with institutional representatives to develop “shadow budgets.” We will compare our “shadow budgets” with those developed at the institutions in an effort to challenge thinking and assumptions made at the campus level. Ultimately, this will become a proxy for a zero-based budget approach where every dollar – not just the incremental ones – must be justified. This will be an ongoing process. I expect that our capabilities as well as the capabilities of those defending budgets will in fact improve over time. I am looking forward to the first year of this, and hopefully, we will get some meaningful dialog with the campuses. It will help us understand their needs a little bit better. While on the surface, it will give us an opportunity to challenge, it will also give us an opportunity to learn. We will all be better as a result of this process.”

….”We are starting to launch a strategic planning process. We have made a number of tactical decisions or changes that ultimately depend upon the existence of a strategic plan. I have mentioned that budgets should be strategy-driven documents. Absent a strategy, we cannot fulfill that mandate. This is also true of our capital allocations. These processes are dependent upon a robust strategic plan being put in place. It is important as we enter into this planning to look toward the future to try and define what we hope to get as outcomes from this planning process. I mentioned earlier that one of the outcomes will be that we will align our resources with our strategic priorities. Thus, it will be critical that you help define and fully accept those priorities. Our planning will focus on these strategic priorities for the System and for the state, and then, we will look at the resources needed to address these priorities. This will be a collaborative process. Campus-level involvement is critical for buy-in, and many institutions will be involved in this process. We are sensitive to the needs of institutions, and we will try to balance the need for pace versus the number of people involved in the process. There are other outcomes we hope to get from the process. We hope to improve responsiveness and accountability. We hope to create a stronger sense of System with a corresponding strengthening of our individual institutions, as well as a better understanding by us all of the missions of the particular institutions.”

· Presentation to House Appropriations Subcommittee 

Chancellor Thomas C. Meredith
House Appropriations Subcommittee
1:00 p.m., Wednesday, January 26, 2005 

Slides 39 - 40: Accountability: A fourth strategic goal relates to accountability, increasing our efficiency and cost effectiveness. 

Slide 41: Accountability--What we are doing/
· Within the University System, we are focusing on accountability by defining accountability indicators. and reviewing each of our 34 institution's progress in these key areas annually with our presidents. In essence, we are building accountability into performance review processes that ensure our presidents make accountability a priority. 

· We are establishing academic and personnel processes that include comprehensive program review at our institutions; the SACS accreditation process, the accreditation of specialized programs, and review of faculty across the spectrum, from pre-tenure to tenure to post-tenure. 

Slide 42: Accountability - Examples
· We have been taking a number of actions in the academic and business areas to increase efficiency. 
· Similarly, we have been very active in the IT area. It would not have been possible to have made it through the last three years without capturing efficiencies. 

Slide 43: Accountability: Suffice it to save -- accountability and efficiency in all of our operations is a priority and a focus -- from the Chancellor's office and Board of Regents through every level of our institutions. 

Slide 44: Accountability -- do more: But, we can do more! 

Slide 45: Accountability - Increasing effectiveness
· We have a number of goals to increase our efficiency and effectiveness. These include: 

· To enhance the functionality of the Data Warehouse by 2007; 

· To benchmark University System performance metrics to national peer institutions by 2006; 

· To implement a model for sharing best practices' across the University System 
· To begin consolidating payroll operations this year; and 

· To continue our efforts to privatize functions and achieve savings through system-wide contracts. We just hired our first System-level purchasing director, whose salary will be paid from savings accrued from his work. 

· Chancellor's Report, June 7, 2006 

Chancellor Erroll B. Davis Jr.
Board of Regents Meeting
…..”We are moving toward a process that allows strategies and mission to drive construction. This reflects my belief – and intent – that missions drive budgets; budgets don't drive mission.
…”Responsiveness and accountability are the watchwords of our funding partners. “Fixed for Four” does send a strong message in this regard to both the Governor and the General Assembly. My belief is that we must send another strong message with our budget for fiscal year 2008. We must make strategic progress, and we must make operational progress as well. Our partners demand this. I don't want to steal his thunder, but the Senior Vice Chancellor for External Activities and Facilities, Thomas E. Daniel, will report immediately after my comments on our current activities and future plans with our funding partners. One of the themes running through Tom's presentation will be our awareness of and efforts toward increasing accountability and responsiveness to those that fund our core functions. To that end, we will be creating new opportunities for you as Regents to interact with our funding partners and to help communicate our key messages.

· Chancellor's Report, May 17, 2006 

Chancellor Erroll B. Davis Jr.
Board of Regents Meeting

….”Regent Hatcher had raised some issues concerning our financial reporting, which will be revised starting with the next quarterly report. There will be a focus on forecasting and the need for earlier managerial intervention and less focus on historical accounting. As leaders and managers, we must anticipate issues and intervene where appropriate. Eventually, I want to integrate our financial reporting with a robust risk management system. We are preparing information on all major pledges made by donors to University System institutions in response to a request made last month as well.”

….”The University System of Georgia did well in the last legislative session, receiving a budgetary increase of 6.6%. More importantly, the System’s share of the state budget increased from 11% to 11.5%, which is a clear statement of support by the General Assembly and the people of this state. This stands in stark contrast to a number of states where the share of the state budget devoted to higher education is in fact declining or remaining flat. This reflects the priorities of the State of Georgia. We held a planning session on May 1 to assess our legislative efforts and effectiveness. We were fortunate to have representatives from the Governor’s Office, the Office of Planning and Budget, the House of Representatives and Senate budget offices, and two System presidents participate. It was a very productive four-hour meeting, and we will have some thoughts and ideas for you at June meeting.”

· Chancellor's Report, April 19, 2006 

Chancellor Erroll B. Davis Jr.
Board of Regents Meeting
….”We have enjoyed a very successful legislative session, securing over $120 million in new funds. With your actions yesterday, we have charted a new course in tuition, focusing on more predictability for parents and better asset utilization for the System. And we are using our budget and allocation process to implement Board policy in a more focused manner. 

And speaking of focus, over-arching all of this activity is a new focus – a focus on our customers, and related to this, a focus on accountability. I am pleased with the direction in which we are moving. I am gratified by the responsiveness and flexibility I see in this Board, our presidents, and staff to the opportunities present to strengthen this System.

In my report today, I primarily want to cover the following items that are the focus of this recent activity: the legislative session, the budget, and tuition. I will cover some other items as well, but these will be my main focus.”

….”The two other bills will have a much broader impact on the System and on policy. HB 1294 extends our ability to carry forward funds in specified areas of our operations from one fiscal year to the next for another two years. This puts our operations in a more business-oriented posture. We will need to pursue making this a permanent feature. In terms of policy, HB 1294 will strengthen our intentions to focus on our back-office operations and to make them more efficient. We can take savings to the bottom line to reallocate versus seeing the funds lapse.

….”Let me turn to the budget. As I noted in my introduction yesterday to the budget and tuition strategy presentation, we are very appreciative of the support of the Governor and General Assembly. Our state appropriation of $1.93 billion is the largest in the University System's history. It is a 6.6% increase over fiscal year 2006. That is an additional $120 million. The University System moved from 11% to 11.5% of the state budget. During the 2006 session, the System received $310 million in bonds for facilities. This represents 27.5% of bonds issued for all of state government. Looking past the numbers, your actions on the fiscal year 2007 budget represent a commitment to make allocations based on System-wide priorities and the compelling needs of this board in key policy areas. Specifically, strategic allocations for fiscal year 2007 reflect three key priority areas:

· $4.9 million to address nursing shortages in the state with programs to add an additional 410 nursing graduates to our existing production. 
  

· $2.2 million to improve retention, progression, and graduation rates for the System with a more focused approach. We are targeting five institutions with programs in faculty advising, freshmen learning communities, sophomore connection plans, and supplemental instruction for courses with high failure and withdrawal rates (Kennesaw State University, Georgia Southern University, Georgia State University, University of West Georgia, and Valdosta State University). 
  

· $1.5 million to enhance productivity and efficiency through technology in our student information and human resource systems and our data warehouse. 

Allocations to an institution in these areas are designed to "move the needle," which means that investments are aimed at those areas that present the greatest opportunity for making a difference. With these allocations, we are making an important shift in how we look at our budget. We are sending a signal that in the future, our allocations will be driven by our policy objectives. Our highest priorities should receive our first dollars and not the last. And our allocations will be tracked, evaluated, and assessed for effective and timely implementation. Accountability becomes a key responsibility of each institution, as it is for this Board at the System level. It is critical that our policy drive our budget decisions.

Of course, the most striking example of our focus on using the budget to implement policy is our new direction on tuition. Our guaranteed tuition strategy provides value for the dollars the state appropriates to the System. If students earn degrees more quickly, we become more efficient in our throughput. We free up resources to accommodate more students and thus more fully utilize our facilities. In summary, we are fully utilizing our assets and providing a better return on the state's investment. And on the student side of the ledger, the guaranteed tuition is a tremendous benefit. Parents and students can plot out the tuition-related financial costs of college certain of a fixed price for four years. And by moving students to a higher tuition beginning in year five, we send an important price signal to students and parents that we hope will drive behavior.

As I stated at the outset of this report, one of the overarching themes of recent activity is accountability. As we work to make the System more effective and efficient – and more responsive to its customers – it is imperative that accountability underpin all of our policy actions. Accountability will be in place at every level of this organization. And to ensure this becomes an even more integral part of our culture, it is important to set the leadership example. That's why I've instituted our monthly tracking letter to the Chairman. This letter outlines ongoing issues and expectations from this Board for which I have direct responsibility and accountability. Looking at the March tracking letter, there were five items for follow-up:

· Board meeting schedule: I have outlined for the Executive and Compensation Committee some alternatives to our current format. Our work will be further refined for the May meeting. 
  

· Our legislative relationships: Now that the session is over, I have committed to presenting at the June meeting some alternative approaches for your discussion and reflection.
  

· University System of Georgia Foundation, Inc. (the "Foundation"): At this meeting, we will hear a briefing on the Foundation from its Executive Director, Jan Kettlewell. 
  

· The role and responsibilities of a Regent: The Associate Vice Chancellor for Internal Audit, Ronald B. Stark, has been tasked with this responsibility. He is working to identify a process that will help each of you in your role as a Regent.
  

· The process for selection of architectural firms: Regent Jenkins raised this question, and a response has been given to him. 

On one outstanding item from February, you will hear today a presentation by the Associate Vice Chancellor for Media and Publications, Arlethia Perry-Johnson, on the constituent survey. This survey will provide us with the necessary data to inform our decisions around our communications plans and efforts. Again, this will provide information to help shape policy as well as accountability measures around this effort. And, though it may not appear so, even the new Board meeting feedback form is a means to gain information that in turn will provide some accountability measures.
· Chancellor's Report, March 8, 2006 

Chancellor Erroll B. Davis Jr.
Board of Regents Meeting
….”I also suggest that there are opportunities to shift our focus from processes to action-oriented results, and I look forward to doing that.”

…..”The legislature, as you are well aware, is in session. The Senior Vice Chancellor for External Activities and Facilities, Thomas E. Daniel, and his team with the support of others from various System institutions are working very hard. There are a number of issues and bills this session that affect the System. I want to highlight very quickly a number of those and the policy implications to us of those bills. The first is the budget. There is a note from me in your notebooks concerning action that was taken in the House on our budget. The Governor was very supportive in his budget recommendations. He recommended full formula funding for us. The House reduced that modestly by $2.5 million targeted in the healthcare area out of an $8.5 million base. Clearly, that is a productivity signal from the House. One thing that did cause us some concern in the House version of the budget was the reduction by $12 million of our major repair and renovation ("MRR") recommendation of $68.2 million. This reduction is on top of a $14 million reduction in the last session. In this regard, we may be challenged. Some things were added. Dollars were added for Fort Valley State University's land grant mission, and there were six minors projects that were funded. The policy implication is a movement away from full funding of our formula for enrollment growth. There is a bill also under consideration to revisit the formula itself. That has not passed, and neither has the budget. This is a long process, and there are a lot of things yet to be done in the budget process.

…”Another small but important piece of legislation is House Bill 1294, a funds carry-forward piece of legislation. This would allow the System to carry forward funds. We are doing that now from one fiscal year to the next under present legislation, but that legislation had a sunset of June 2006. This legislation would extend the sunset of legislation from June 2006 to June 2008.”

….”What's next? As mentioned, next month is critical as the fiscal year 2007 budget will be made final in the legislature, and we will be meeting with institutions on their allocations. In April, we will bring you fiscal year 2007 budget, tuition, and fee recommendations. I will continue campus visits somewhat more in earnest in anticipation of the legislative session winding down. So, I will be on the road quite a bit more in the coming month. We will also continue our work on two issues that I pulled from this month's agenda – the communications plan and retention, progression, and graduation ("RPG") initiative. I think we need to do some work before we return those initiatives for your review and action, as appropriate. Particularly with the RPG initiative, our goal is to understand what truly moves the needle on retention rates. In general, I don't like blanket programs to send out to every institution because they go out like unfunded mandates. We react badly to unfunded mandates when we receive them here, and I'm sure the presidents would also react negatively, though they might not express it. We need to apply our limited resources where we can get the most impact on retention rates. That may mean focusing on a limited number of institutions and applying more of our managerial interest there instead of sending out blanket programs and blanket requests for data. We also will be conducting presidential evaluations over next month.”

· Chancellor's Report, February 8, 2006 

Chancellor Erroll B. Davis Jr.
Board of Regents Meeting

….”Our 2007 budget is off to an excellent start, thanks to what I understand from many individuals was an outstanding budget presentation by Corlis to the Joint Appropriations Committee, as well as the daily follow-up work by many throughout the System, led by our own Tom Daniel. The System received a number of strong fiscal year 2007 budget recommendations from the Governor. Our top priority for this budget was to achieve full funding of the formula. The Governor delivered for us on this key objective, and now it's up to us to help him secure this in the final budget appropriation from the General Assembly. We also will be working with the legislature on other key recommendations by the Governor, including a strong capital package and well-needed merit salary increases, as well as some strategic initiatives we believe are critical to the state.

As I noted earlier, it will be important to me – and the team I assemble – to act in ways that create a record of accountability. Our results can be measured in any number of ways. They can be gauged by the numbers of students we encourage to enroll, how academically prepared they are for college, the numbers of students we retain in our System, the pace at which we move them through the System, and the numbers we graduate ready to assume their roles as contributing members of society. It can be measured by our impact on communities, the number of jobs our technologies create or the way we impact the quality of life for people in this state.”
· Chancellor's State of the System Address, January 11, 2006 

Chancellor Corlis P. Cummings
"State of the System" 

….”Our responsibility – yours as members of the Board of Regents, mine and others as administrators – is to ensure that big waves don't wash away the core mission of teaching, research, and service. We are here to harness that change to better serve our students and the state. And a crucial part of that process is to understand how our daily actions and decisions shape how this System looks and operates months and years from now. While we tend to focus on big events and change – whether it's creating a new college, changing leadership at the campus or System level, or dealing with hurricanes – these historic events take place in an environment of relative stability.”

….”We set yet another record for extramural funding – $980.6 million – a 14% increase over fiscal year 2003. And in 2005, we launched a new $7 million public-private partnership to add more than 300 nurses and technologists to the Georgia workforce over the next two years. The program comes under the umbrella of our Intellectual Capital Partnership Program (“ICAPP®”). The ICAPP®” Health Professionals Initiative was nationally recognized by the International Economic Development Council. Georgia Library Learning Online (“GALILEO”) celebrated its tenth anniversary in 2005. This program, also nationally recognized, now provides universal electronic library access for every Georgian and is a model for other states. We demonstrated that a $5 billion organization can be quick on its feet. We responded quickly and effectively to the call for help arising from Hurricane Katrina. We were flexible and nimble in meeting the needs of both students and displaced residents. I could go on and on, but please realize, none of us has been marking time.”

· Mission Statement of the Office of the Chancellor 

The mission of the Chancellor's Office is to serve the University System of Georgia, its Board of Regents and thirty-four institutions, the State of Georgia, and other constituencies by providing leadership in higher education and stewardship of state and University System resources. Following are budget/financial related mission statements:

…..”The Chancellor's Office will act as a steward of the state's higher education resources by managing fiscal resources through appropriate policies and audit procedures, overseeing facilities maintenance, renewal and renovation activities, approving and reviewing programs, coordinating faculty and staff development, using technology appropriately to advance the University System's mission, and evaluating information on the performance of the University System and its institutions.”

….”The Chancellor's Office will develop, propose, and promote the University System budget request to the General Assembly”
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