RB.29
Salisbury University
Univer sity System of Maryland

Operating Budget Data

($ in Thousands)

FY 01 FY 02 FY 03 % Change

Actual Working Allowance Change Prior Year
General Funds $28,100 $29,783 $31,182 $1,399 4.7%
Other Unrestricted Funds 48,382 48,700 52,656 3,956 8.1%
Total Unrestricted Funds 76,482 78,483 83,838 5,355 6.8%
Restricted Funds 5,318 3,658 4,805 1,147 31.4%
Total Funds $81,800 $82,141 $88,643 $6,502 7.9%

® Thefiscal 2003 allowance places the university at 79% of its funding guideline, a decrease from 90%
in the fiscal 2002 working appropriation.

Personnel Data

FY 01 FY 02 FY 03

Actual Working Allowance Change
Regular Positions 730.50 $805.5 880.50 75.00
Contractual FTESs 339.50 255.53 222.53 (33.00)
Total Personne 1,070.00 1,061.03 1,103.03 42.00
Vacancy Data: Regular Positions
Budgeted Turnover: FY 03 42.09 4.78%
Positions Vacant as of 12/31/01 39.00 4.84%

® The university received five additional regular positions over the legislative appropriation in fiscal
2002 under the University System of Maryland' s position flexibility policy.

® Fifty of the seventy-five new positionsin fiscal 2003 are contractual conversions.

Note: Numbers may not sum to total due to rounding.
For further information contact: Brent Johnson Phone: (410) 946-5530
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Analysisin Brief
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Funding Guideline Peer Performance Results: The Maryland Higher Education Commission has
released an analysis of the university’s performance in comparison to its performance peers. The
President should comment on the findings of thisanalysis.

Recommended Actions

1. Concur with Governor’s allowance.
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Operating Budget Analysis

Program Description

Salisbury University (SU) provides a traditional liberal arts and sciences curriculum, as well as
undergraduate and graduate, pre-professional, and professional programs for teachers, administrators, and
business leaders on Maryland’s Eastern Shore. SU organizes all of its teaching, research, and service
activities around seven mission goals. development of critical thinking skills, comprehensive genera
education, conscientiouscitizenship, preparation for careersand advanced study, graduate education, pursuit
of total health, and service to the community.

Although Salisbury emphasizes undergraduate education, it isamajor provider of graduate education to
teachers in the Delmarva region. Baccalaureate and master’s degree programs build upon the arts and
sciencesand the professiona fields of business, education, and nursing. Salisbury studentsare predominantly
traditional high school graduates, many of whom come from the nine counties on the Eastern Shore of
Maryland. The university engages in a variety of cooperative efforts across the University System of
Maryland (USM), including dual-degree programswith the University of Maryland Eastern Shore (UMES)

and the University of Maryland, College Park’s College of Engineering, and ajoint-degree programwith the
University of Baltimore Law School.

Fiscal 2002 Budget Actions

Cost Containment

The fiscal 2002 working appropriation includes a reduction of $141,330 in genera funds for cost
containment that was taken in the following areas:

® academic and administrative equipment purchases ($63,000);
® external service contracts ($33,330);
e travel ($15,000);
® student recruitment costs ($15,000); and
® hiring replacement contractual employees ($15,000).
SU has targeted eleven positions to achieve its hiring freeze savings of $283,657. Five of the frozen

positions became vacant within the current fiscal year. Theanticipated hiring freeze savingsare not reflected
in the fiscal 2002 working appropriation.
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Governor’s Proposed Budget
The fiscal 2003 alowance for the university is $88.6 million, an increase of $6.5 million, or 7.9%, over
thefiscal 2002 working appropriation. General fundsincrease $1.4 million, or 4.7% over fiscal 2002. Other

unrestricted funds increase by $4.0 million, or 8.1%. Restricted fundsincrease by 31.4% due to an increase
in State and local grants and contracts. Exhibit 1 illustrates the mgjor changesin SU’s fiscal 2003 budget.

Exhibit 1

Governor’s Proposed Budget
Salisbury University
($in Thousands)

Other
How Much It Grows: General Unrestricted  Unrestricted  Restricted
Fund Fund Fund Fund Total
2002 Working Appropriation $29,783 $48,700 $78,483 $3,658 $82,141
2003 Governor’'s Allowance 31,182 52,656 83,838 4,805 88,643
Amount Change $1,399 $3,956 $5,355 $1,147 $6,502
Percent Change 4.7% 8.1% 6.8% 31.4% 7.9%
Wherelt Goes:
Personnel Expenses
Support ongoing Personnel EXPENSES . . . .. oottt $2,518
New positions less savingsin contractual payroll from conversions .. ............. 1,310
Other changes
Increase in supplies and materials expenses under auxiliary enterprises .. .......... 1,463
Increasein contractual servicesunder researchprogram. ............ ... ....... 728
Popul ation/workload increase due to projected increasein FTE students ........... 145
PeopleSoft implementationand otherchanges ... ............... ... ... .. ..... 118
DEDt SEIVICEINCIEASE . . . . . i e 107
Other Changes . . . .o 113
Total $6,502

Note: Numbers may not sum to total due to rounding.

As shown in Exhibit 2, SU’s fiscal 2003 allowance includes an increase of 75 new positions. The
total salary cost for the 75 new positionsisamost $2.2 million. Fifty of the new positionsare part of asecond
year conversion of contractual positions. The university converted 70 contractual positions in fiscal 2002.
The net $840,000 decrease in technical and special fees is attributable to these conversions. The remaining
positions consist of 15 additional faculty to teach core courses to students (31% of the total new position
cost) and 10 positions to address staffing shortfalls in several administrative areas. Other changes in the
allowanceinclude anincreaseinthe cost of auxiliary supplies and materialsrelated to arate changefor resale
items and workload increases due to projected increases in the student population.
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Exhibit 2

New Positions in Fiscal 2003

Program

Instruction

Academic Support

Student Services

Ingtitutional Support

Plant Operations

Auxiliary Enterprises

Source: University System of Maryland

New Positions

Associate Professor (15)
Office Clerk (2)

IT Education Specialist (2)

IT Personal Computer Support (2)
Audio Visual Specialist (1)
Secretary (1)

Administrative Assistant (1)

Health Care Provider (1)
Counsding Psychologist (1)
Coordinator (1)

Student Advisor (1)

Environmental Health and Safety Specialist (1)
Office Assistant (1)

Office Clerk (2)

Account Clerk (1)

Accounting Clerk (1)

Secretary (1)

Police Communications Operator (1)

Program Management Specialist (1)

IT Data Entry Operator (1)

IT Personal Computer Support (1)

Facilities Planner (1)
Housekeeper (13)
Maintenance Mechanic (1)

Assistant Athletic Trainer (1)
Program Specialist (1)
Housekeeper (10)

Office Assistant (2)

Driver (1)

Office Clerk (4)

Accounting Clerk (1)

Prep Cook (1)

Merchandiser (1)
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Tuition and Fees

Tuition and fee revenue in fiscal 2003 is budgeted at $29 million, representing 34.6% of the university’s
total fiscal 2003 unrestricted fund revenue. In-state undergraduatetuition and feesincrease by 4%. Exhibit 3
shows the increases in undergraduate tuition and fees. The USM Board of Regents is considering an
additional 1.5% tuition increase for fiscal 2003 over the increase adopted in August 2001. If thisrate is
adopted, the fiscal 2003 in-state tuition rate for SU would change to $3,396. The proposed 1.5% increase

is already reflected in the estimated tuition and fee revenue in fiscal 2003.

Exhibit 3

Undergraduate Tuition and FeesIncrease

Salisbury University
Fiscal 2001 through 2003

Full-Time Under graduate Student FY 2002 FY 2003 $ Change % Change
In-state Tuition $3,216 $3,346 $130 4.0%
Out-of-state Tuition 8,672 9,030 358 4.1%
Auxiliary Fees:
Athletic 350 366 16 4.6%
Facilities Use 648 668 20 3.1%
Student Union Operation 198 200 2 1.0%
Student Activity Fee 74 76 2 2.7%
Total Auxiliary Fees $1,270 $1,310 $40 3.2%
Total In-state Cost $4,486 $4,656 $170 3.8%
Total Out-of-state Cost $9,942 $10,340 $398 4.0%

Source: University System of Maryland
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Performance Analysis. Managing for Results

General Fund Increasesin Recent Years

Like higher educationingeneral, SU hasenjoyed a substantial increasein State support over the past few
years including an 10.4% increase in fiscal 2000 and a 14.8% increase in fiscal 2001. Exhibit 4 compares
general fund appropriations to what might be expected, considering enrollment growth and assuming 4%
inflation per year.

Exhibit 4

General Fund Increasesin Recent Years
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Note: Fiscal 2002 does not include anticipated hiring freeze savings.

Enrollment and Employment

Asshown in Exhibit 5, SU has experienced a substantial increase in student enrollment and the number
of university employeessincefiscal 1998. Theincreasein personnel fromfiscal 1998 through 2002 does not
exceed the rate for student headcount or full-time equivalent (FTE) students.
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Exhibit 5

I ncreases in Student Enrollment and Univer sity Employees
Fiscal 1998 through 2002

% Change
FY 1998 FY 2001 FY 2002 FY 1998 - 2002
Headcount Enrollment 5,866 6,421 6,826 16.4%
FTE Students 4,914 5,482 5,654 15.1%
FTE Employees* 964 1,070 1,061 10.1%

*FTE employee numbers are rounded and include contractual employees.
Source: Governor’s Budget Books

Trendsin Expenditures

As shown in Exhibit 6, Instruction, followed by Auxiliary Enterprises, makes up most of the
unrestricted fund expenditures in the working fiscal 2002 appropriation.

Exhibit 6

Unrestricted Fund Expenditures by Program
Fiscal 2002
($in Thousands)

Research $283 Instruction $26,897

Academic Support $6,396

Student Services $3,746

Scholarships $1,345

Institutional Support $9,623

Plant Operation $8,281 Auxiliary Enterprises $21,913

Source: Governor's Budget Books
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Exhibit 7 illustrates the growth in total unrestricted fund expenditures from fiscal 1998 to 2002. Total
unrestricted fund expenditures grew by 26.4%. State appropriations made up approximately 34% of SU’s
unrestricted fund revenue in fiscal 1998 and 38% of the unrestricted fund revenue in fiscal 2002. Increases
by programare most significant inthe Research and I nstruction programs. SU’sunrestricted fund expenditure
investment in its Research program is not as significant since this program is aimost entirely funded by
restricted funds. The university’sinvestment in Instruction since fiscal 1998 isnotable because thefirst goal
of SU’s Managing for Results (MFR) statement is "to provide quality undergraduate/graduate education.”
SU has also significantly increased its investment in Academic Support. This program includes library
services, information technology support for undergraduate and graduate education, and academic
administration. SU’sinvestment in the Scholarships Program closely followsthetotal increasein unrestricted
fund expenditures since fiscal 1998.

Exhibit 7

Unrestricted Fund Expenditures by Program
Fiscal 1998 to 2002
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Source: Governor’s Budget Books

Per for mance

Exhibit 8 shows some of the university’s performance indicators in the context of the university’s
MFR goals.
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Exhibit 8

Program M easurement Data
Salisbury University
Fiscal 1999 through 2003

Ann. Ann.
Actual Actual Est. Actual Est. Est. Chg. Chg.
1999 2000 2001 2001 2002 2003 99-01 01-03
Full-time Equivalent
Students (FTES) 5,049 5,133 5,090 5,482 5,654 5,847 4.2% 3.3%
Goal 1. Provide quality undergraduate/graduate education.
Licensure/exam pass
rates:
Nursing (90% by 2004) 87% 91% 90% 90% 89% 89% 1.7% -0.6%
Teaching (98% by 2004) 96% 96% 96% 96% 96% 97% 0.0% 0.5%
Satisfaction with
preparation for
employment 92% 93% 93% 93% 93% 93% 0.5% 0.0%
Goal 2. Prepare graduates to become productive members of society and the workforce.
Number of graduatesin
teacher education* 233 197 n/a 229 240 250 -0.9% 4.5%
Employer satisfaction
with SU graduates n/a n/a n/a 98% 98% 98% n/a 0.0%
Goal 3. Promote educational, economic, cultural, and social development in the State and the region.
% economically
disadvantaged students
(55% by 2004) n/a 53 n/a 51 52 52 n/a 1.0%
Goal 4. Broaden access to and diversity of higher education.
% minority (headcount) 11 12 12 12 12 12 4.4% 0.0%
Goal 5. Increase revenue from alternate sources and maximize the efficient use of State resources.
Private/State/federal
dollar awards for grants
and sponsored research
(millions) $2.37 $3.22 n/a $5.07 $4.50 $4.50 46.3% -5.8%

11
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Ann. Ann.
Actual Actual Est. Actual Est. Est. Chg. Chg.
1999 2000 2001 2001 2002 2003 99-01 01-03

Goal 6. Improve retention and graduation rates.

Second-year retention
rate (87% by 2004)* 85% 84% n/a 84% 85% 85% -0.6% 0.6%

African American
second-year retention
rate* 69% 78% n/a 66% 70% 72% -2.2% 4.4%

Six-year graduation rate* 69% 66% n/a 71% 68% 69% 1.4% -1.4%
* The actual year rate for thisindicator was a five-year average in last year’s submission.

Source: Governor’s Budget Book, 2001 Performance Accountability Report

Asindicated on the exhibit, FTE student enrollment growth has steadily increased between fiscal 1999
and 2001. The university is expecting similar increases in fiscal 2002 and 2003. Under the first goal of
providing quality undergraduate and graduate education, student satisfaction with preparation for
employment is included as an outcome measure. SU is very close to its goal of 94% by 2004. SU’s
performance relative to this goa is notable since the university has allocated a significant percentage of
unrestricted fund expenditures between fiscal 1998 and 2002 in the Instruction program. The passing rates
onthenursing and teaching licensure exams are also used to measure the quality of SU’ seducation programs.
SU has maintained a 96% teaching exam passing rate between fiscal 1999 and 2001. The nursing exam
passing rate has increased in fiscal 2001 over 1999. SU is close to its goal of 90% by fiscal 2004.

One of the measures under the goal to promote educational, economic, cultural, and social development
in the State and region, is the percentage of economically disadvantaged students attending SU. This
percentage had a dight drop in fiscal 2001 from 2000. SU’s goal is to increase the percentage to 55% by
2004. The use of this indicator aso reflects the State Plan for Postsecondary Education of “providing
affordable and equitable access for every qualified Maryland resident.”

The percentage of minoritiesin the undergraduate student body isincluded under SU's goal to broaden
access to and diversity of higher education. SU has only experienced a dight increase for this indicator in
fiscal 2001. The goal for thisindicator is 13% by 2004. The President of SU has implemented an initiative
to improve diversity on campus that includes allocating funds to the admissions office to increase outreach
effortsto areahigh schoolsand community collegesto recruit more African American and Hispanic students.
Some of SU's minority enroliment is attributable to students from nearby University of Maryland Eastern
Shore (UMES), a historically black institution, enrolled in joint SU-UMES programs.

SU has achieved an 84% retention rate for all studentsin fiscal 2001, a dight decrease from fiscal 1999,
but till in range of the targeted 87% rate by fiscal 2004. The retention rate for African American freshmen
dropped infiscal 2001 compared to fiscal 1999, despite asubstantial increaseinfiscal 2000. SU isprojecting
aturnaround infiscal 2002 and 2003 for thisindicator. SU has shown improvement inthe six-year graduation
for all students in fiscal 2001.

12
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1. Funding Guideline Peer Performance Results

In January 2001, the Maryland Higher Education Commission (MHEC) submitted itsfunding guidelines
peer performance analysis for USM ingtitutions and Morgan State University (MSU). Analysis of peer
performance is part of the operating funding guidelines model which was designed to inform the budget
process by providing both a funding standard and a basis for comparison between higher education
institutions. Participating institutions chose agroup of "funding peers' based on similaritiesin mission, size,
program mix, enrollment composition, and other defining characteristics. With the exception of the
University of Maryland, College Park; University of Maryland, Baltimore; and MSU, the ingtitutions
designated 10 of the selected funding peer institutions as " performance peers.” SU selected its performance
peers based on size, program mix, and mission. In future years, SU could be eligible for enhanced guideline
funding if its performance meets or exceeds the performance of its peers. Based on the analysis, SU exceeds
the average of its performance peers on aimost all of the indicators. They include the following:
® percentage minority of al undergraduates,
® percentage African American of all undergraduates;
® average (four-year) second-year retention rate;
® six-year graduation rate;
® six-year graduation rate for all minorities;
® six-year graduation rate for African Americans;
® passing rate on PRAXIS |1 (teacher) exam (data only available from two peers);
® passing rate in nursing licensing exam;
® aumni giving rate;

® ratio of FTE studentsto FTE faculty (lower than peers); and

e employers satisfaction with graduates (North Carolina peers only).

13
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SU scores below its peer average in the percentage of faculty with terminal degrees. SU isalso below its
peer average for the total State appropriation per FTE students ($4,305 versus $6,002). The analysis points
out that SU is more selective than its peer institutions because of the university’s acceptance rate of 57%
compared to 75% peer average. SU aso has the highest average high school grade point average of first-
time entering freshmen. These factors along with SU’s high Scholastic Aptitude Test rankings may
contribute to the university exceeding peer performance for the second-year retention rate and six-year
graduation rate. The President should comment on MHEC’ s analysis of SU’s performance versusits
peersand whether the university needsto reevaluate its peers in the future because SU appearsto
be more selective than its peer institutions.

14
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Recommended Actions

1. Concur with Governor’s allowance.

15
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Appendix 1
Current and Prior Year Budgets
Current and Prior Year Budgets
Salisbury University
($in Thousands)
Other Total
General Unrestricted Unrestricted Restricted
Fund Fund Fund Fund Total
Fiscal 2001
Legidative
Appropriation $28,100 $43,955 $72,055 $3,739 $75,794
Deficiency
Appropriation 0 0 0 0 0
Budget
Amendments 0 4,600 4,600 1,600 6,200
Reversions and
Cancellations 0 (173) (173) (21) (194)
Actual
Expenditures $28,100 $48,382 $76,482 $5,318 $81,800
Fiscal 2002
Legidative
Appropriation $29,925 $45,708 $75,633 $3,657 $79,290
Budget
Amendments 0 2,991 2,991 0 2,991
Cost
Containment (141) 0 (141) 0 (141)
Working
Appropriation $29,784 $48,699 $78,483 $3,657 $82,140

Note: Numbers may not sum to total due to rounding.
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Fiscal 2001 Budget Amendments

The $4.6 million increase in unrestricted funds in fiscal 2001 is attributable to increases in tuition and
fee revenue and auxiliary sales and services due to additional enrollment growth. Approximately $1.3
million in additional State contract and grant activity and additional federal financial aid increased
restricted funds.

Fiscal 2002 Budget Amendments
The working appropriation includes a general fund reduction for cost containment. A proposed USM

budget amendment increases unrestricted funds by almost $3 million because of an increase in tuition and
fee revenue attributed to additional FTE students.

18
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