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 Executive Summary
Reducing the spending and budgets at a university is not a simple process and will always result in some degree of organizational pain, discomfort or disappointment.  The challenge in this regard is to attempt to minimize the negative effects of any spending reductions on the quality of education from the perspective of both students and faculty, which would include the morale of the faculty and staff as well as the level of service to the students.  Here at UALR, we know that we must make some adjustments toward reducing our current and planned expenditures.  However, we are uncertain as to the degree of reduction that will ultimately be required.  At the same time, there is also concern as to whether individual spending reductions are temporary or permanent (i.e., one time reductions to be restored in future years or reductions that will continue in effect and will not be restored in the future).  


Difficult spending and budget decreases call for a rise in leadership to respond in a way that will preserve the financial health as well as the long-term mission of our university.  Leadership, of course, includes the Chancellor, the Vice Chancellors, the Provost, and the academic Deans.  In addition, there is a responsibility of the faculty to also participate in this leadership.  With these considerations in mind, the Planning and Finance Committee has prepared a brief report listing a number of short-term and long-term strategies that other universities have pursued to cope with reductions in budgets and spending.  We also have included anecdotal information we obtained from telephone interviews with the chief financial officers at peer universities, which are somewhat similar to UALR.  Those results are included in this report.


So far, the reductions in budgets and spending at UALR have not been as severe as those experienced in most other states.  However, in reviewing the short-term responses to a reduction in budgets and spending, there is concern in the committee that some of those actions could have unintended negative consequences.  For example, cutting the travel budget may be easy to implement, but it may also seriously impact the objective of increasing the research emphasis at UALR.  Thus, taking only a short-term view may introduce some unwanted and perhaps continuing negative consequences.  At the same time, the possibility that the budget and spending reductions might remain beyond a one to two year time frame needs to be recognized.  While Arkansas may lag the national economy somewhat when entering a recessionary period, we also may lag in any recovery.  Thus, we prefer to take a long-term, strategic perspective.  It would therefore seem prudent to review and consider some of the items on the list of long-term strategies considered at other universities.  Specifically, it would seem advisable to take the opportunity now to develop a plan for the possibility of potential future budget and spending reductions by conducting a strategic review of each individual unit at UALR (including all staff functions, academic programs, athletic programs, physical plant, etc.) in order to justify the cost of each individual unit compared to the strategic mission of the university.  We recognize that some initiatives may already be in place for such a review, but a more comprehensive analysis may be necessary.  While all the functions at UALR clearly add value to the university, we may be near the point at which we must reconsider what we can appropriately afford to accomplish, and this could lead to difficult choices.  As a recent article stated, perhaps we may need to learn not to do more with less, but to do less with less.
Report from the Planning and Finance Committee

April 2, 2010


On February 20, Chancellor Anderson requested that the Planning and Finance committee review the types of spending and budget reductions that other universities were planning and implementing.  The idea was to prepare a list of potential alternatives based on what other universities are doing, and perhaps uncover something we may not have thought of yet.  The first approach from the Planning and Finance committee was to search the internet and recent published articles in order to summarize the responses of other universities.  We also decided to contact the chief financial officer at each of our peer universities (a list of 16 universities in our Fast Forward strategic plan) and collect information through a telephone survey from universities somewhat similar to UALR.  This report summarizes the results of our brief survey.

Background


The total original budgeted spending at UALR for the 2009-2010 fiscal year was $140 Million, including about $13 Million in auxiliaries.  About $63 Million (after recent cuts) of that amount was expected to be funded by the State of Arkansas, which is about 45% of our total spending per year.


In the fall of 2009, our funding from the state was reduced by $1.5 Million as a result of a shortfall in state revenues.  UALR responded with a number of reductions in current and planned spending, along with a one time support from the federal stimulus bill of $1,000,000.  In the first quarter of 2010, we were informed that state funding would be decreased again.  To prepare for a further reduction, Chancellor Anderson first declared a temporary spending freeze and a longer term hiring freeze in order to provide an opportunity to determine and implement immediate reductions in spending.  As part of this process, he requested a plan for three scenarios to further reduce our expenditures:  (1) A reduction of $1.5 Million, (2) A reduction of $3 Million, and (3) A reduction of $5 Million.  


On the positive side, university revenues in the future could grow from a possible increase in tuition and a potential increase in enrollment.  We believe that an increase in tuition should be pursued as actively as it has been in other states.  Other states have justified tuition increases to offset reductions in budgets and spending, even though tuition increases are a politically and economically sensitive issue.  A tuition increase of 4-5% would relieve many of the negative impacts from the spending reductions we have made so far.  At the same time, we recognize that such an increase may not be politically or economically simple to achieve.  A conservative expectation of a 1-3% increase in tuition may be more likely to be occur.  In any event, as in other states, we should be supporting a tuition increase to help offset reductions in funding from the State of Arkansas.  Of course, any increase in tuition must first be approved by the University of Arkansas system, and it is not clear at this time what level of increase in tuition (if any) might be approved.  


It is also very difficult to accurately predict any future increases in enrollment.  We are cautiously optimistic about the potential for an increase based on a somewhat larger number of applications so far this spring.  However, we will not know for sure until the actual enrollment occurs this fall.  For perspective, based on current tuition levels, 200 new students would bring in about $1 Million in direct in-state tuition and fees.  


The effect of the expected $155 Million in education scholarships from the new Arkansas lottery has caused much confusion in terms of educational funding.  The direct effect of these new scholarships is to pay for tuition and fees with scholarship funds rather than personal funds from the students or their families.  From the university standpoint, we would receive the same amount of money for tuition and fees, just from a different source.  Students and parents would see a direct benefit because there is a new source of scholarship funds.  This means that the Arkansas lottery does not directly increase funding for educational institutions.  However, there might be a smaller indirect effect on universities in Arkansas.  For example, the scholarships may encourage more students to attend college, which could increase enrollment slightly at all Arkansas educational institutions.  In addition, the scholarships are restricted to Arkansas educational institutions.  Therefore, there may be more students attending Arkansas universities instead of out of state universities.  Also, the scholarships are $5000 for a 4-year university and only $2500 for a 2-year community college, which may encourage more students to attend a 4-year university instead of a community college.  In contrast, the $5000 scholarships may also encourage a student to attend a more expensive private university in Arkansas instead of a public university.  The net effect is that there may be a slight increase in enrollment at Arkansas universities, but the effect will only be a very small portion of the $155 Million, if any at all.


The reductions in budgets and spending at UALR have not been as severe as many of those experienced by universities in other states.  Arkansas tends to lag the national economy, both in economic declines as well as economic recoveries.  Perhaps we will not experience the extremes experienced elsewhere.  At the same time, we may not see a quick recovery in the near term either.  Therefore, it seems prudent to take a longer term view of our current situation.
Spending Reductions at Other Universities


Attached are two tables from a November 2009 report from the Association of Public and Land-grant Universities showing short-term and long-term strategies for coping with reductions in budgets and spending.  We think these items reflect a broad sample of actions other universities have taken to cope with spending and budget cuts.  The Planning and Finance Committee also surveyed by telephone several peer universities to UALR in order to list actions from universities somewhat similar to UALR.  We are still collecting and aggregating information from this survey.  However, a summarized sample of the information collected so far is also attached.

Short-Term Strategies 

Utilized by Universities to Close Budget Gaps or Manage Costs

Source:  Association of Public and Land-Grant Universities, November 2009 Report:

Coping Strategies of Public Universities During the Economic Recession of 2009


% Implementing

Reduce temporary or part-time positions
78.2%

Reduce permanent staff positions
77.0%

Reduce temporary or part-time lecturer or adjunct faculty positions
70.1%

Utilize federal stimulus funds
70.1%

Reduce purchasing
67.8%

Defer maintenance expenditures
63.2%

Collapse course sections into fewer, larger sections
57.5%

Limit or freeze out-of-state travel
55.2%

Reduce graduate assistant/student worker positions
51.7%

Lay off permanent staff
50.6%

Adjust air conditioning or heating levels
47.1%

Lay off temporary or part-time staff
46.0%

Reduce tenured or tenure-track faculty positions
43.7%

Reduce elective course offerings
42.7%

Utilize expendable endowment funds
40.2%

Increase incidental fees
36.8%

Lay off temporary or part-time lecturer or adjunct faculty
33.3%

Shift tenured/tenure-track faculty from elective courses to required
32.2%

Eliminate Courses
31.0%

Reduce funding of student-life activities
29.9%

Eliminate programs
24.1%

Mandate staff furloughs
22.9%

Increase the proportion of out-of-state students
22.9%

Mandate faculty furloughs
21.8%

Increase the size of entering freshman class
20.7%

Implement or enhance an early or phased retirement program
19.5%

Eliminate departments
17.2%

Reduce salary for senior administrators
14.9%

Decrease staff/faculty benefits
12.6%

Reduce required course offerings
12.6%

Reduce number of scholarships
10.3%

Reduce size of entering freshman class
10.3%

Lay off tenured or tenure-track faculty
9.2%

Reduce amount of scholarships
9.2%

Lay off graduate assistants/student workers
9.2%

Reduce or eliminate non-revenue sports teams
6.9%

Request that donors allow restricted gifts to be used for other purposes
6.9%

Long-Term Strategies 

Utilized by Universities to Close Budget Gaps or Manage Costs

Source:  Association of Public and Land-Grant Universities, November 2009 Report:

Coping Strategies of Public Universities During the Economic Recession of 2009


% Implementing
Invest in energy savings (e.g., replace inefficient HVAC systems, 
78.2%

insulation, windows, etc.)

Conduct a strategic review of administrative structures
66.7%

Increase enrollment in specific areas (e.g., out-of-state students,
63.2%


online students, etc.)

Conduct a strategic review of academic programs
58.6%

Conduct a strategic review of online/distance education
57.5%

Conduct a strategic review of facility/plant operations
55.2%

Conduct a strategic review of academic support services
51.8%

Conduct a strategic review of tuition structures and levels
52.9%

Conduct a strategic review of course schedules and calendars to
50.6%


ensure full use of facilities

Conduct a strategic review of outreach/continuing education/
49.4%


extension programs

Conduct a strategic review of research programs
47.1%

Conduct a strategic review of student support services
46.0%

Permanently change support staff levels
41.4%

Permanently change professional staff levels
39.1%
Conduct a strategic review of athletic programs
33.3%

Outsource operations/services (e.g., IT services, bookstores)
28.7%

Permanently change staffing levels for non-tenured, adjunct faculty
23.0%

Permanently change staffing levels for tenure/tenure-track faculty
21.8%

Seek exemptions from state regulations that limit options and 
21.8%


increase costs

Decrease enrollment in specific areas (e.g., high-cost
10.3%


undergraduate/masters/doctoral programs, etc.)

Sample Responses from a Telephone Survey
Inquiry into the Nature of Budget Reductions

UALR Planning and Finance Committee

Have you at your institution had to devise ways to reduce your budget during the past year or two?  

80% answered Yes

What order of magnitude of budget cuts have you faced? 

The total system budget will be cut $50 million over the next 2 years.  This cut involves 3 institutions and 4 locations.  

No cuts, due to increased tuition revenue.

Budget cuts were mandated by the State and by the state board for all the public colleges and universities.  Our university will not know the exact magnitude of the FY 2011 allocation reduction until mid-April.  They are on a three-year cycle so FY ’10 shows up in FY ’12 the Budget.  However to give an idea of the overall magnitude of the cuts reductions, they started in fiscal year 2009 (FY 2008-2009) when the universities allocation was $225 million from the State.  There was a mid-year reduction and the projected allocation for fiscal year 2010 is between $150-160 million.  During a press conference the Governor presented a $265 million cut in funding for the University System.  When asked what the worst case scenario might be, he said there may be an additional $300 million budget reduction forthcoming.  Links on the University System webpage provide the plans submitted by the individual units for cataclysmic budget projections.  The University System’s webpage is open to the public.
This university had to take a 13 percent reduction in state appropriations in the past biennium.  This meant they had to raise tuition by $10 million annually which equates to an 8.5 percent increase per year for in-state undergraduates.  Out of state and graduate tuition increases varied by level and by discipline.

Original overall cut was 7%; reduced to 5%.  It came out $2 million but $1.5 million was restored.  Only $500,000 was actually cut.
Can you describe specific types of budget cuts that were made?

They have been under a hiring freeze for 2 years.  Critical positions have to be justified to the Provost before approval is given.  They have consolidated units, looked for cost efficiency measure (campus printing, paper usage, etc), voluntary retirement packages, and looked for revenue enhancement.

In FY ’10 all state employees were required to take furlough days – six days off without pay.  Our university opted for eight furlough days.  They were up 6 percent on enrollment.  Each furlough days saves the University approximately $800,000.  This was a $6.5 million savings.  The University mandated several specific days as furlough days.  For example, the day before Thanksgiving was a mandatory furlough day.  That way the University could power down many of its units and save on utilities.  Usually the employees only had a few holidays.  Mandatory furlough days but several holidays like Presidents’ Day became mandatory furloughs.  At Christmas time the University is usually closed for two weeks.  They initiated an additional two mandatory furlough days.  Overall the eight days of furloughs saved the University about $500,000 in utility costs.  There have already been some reductions in force.  A handful of employees and they were decentralized.  Each college or unit was given a target and asked to pick the employee to be let go.  Those were the big ticket items for FY ’10.  Additionally, our university has a new building coming on-line.  They cut expenses for the opening by cost shifting, and using value engineering on the building.  They also looked to alternative sources of funding from the state to help defer the opening expenses.
Salary reductions were made through furloughs.  They negotiated with the Faculty Union a reduction of 4.5 percent.  Further reductions were made in positions (replacement and new).  They are down to the bone in administration.  You still need to have admissions and financial aid staff to serve the students.

Net credit hours were up, so the increase offset the bulk of the $500,000; some reserves were used; empty positions were eliminated.  The university outsourced their Student Health Services which eliminated positions for the nurses and the contract for a doctor.
How were budgeting alternatives prioritized?

 Discussions with the chancellor, vice-chancellors, deans and chair.

We have a new president.  Under the previous president, the University had a Faculty Advisory Committee to the President.  It was composed of Deans of the Colleges, Senior Staff members, and some Faculty leaders.  12-14 people all associated with the University.  They looked at the high level information coming from the Regents.  The president acts on the information but with the input from the Advisory committee.  Simultaneously, he would centrally tell the units what their percentage cut would be.  He might make specific recommendations as to what they need to cut for a certain percentage of the cut but he would leave it to the units to determine what should be cut to achieve the remainder of the reduction.  He said he would send the percentage reductions by unit.  The goal was to minimize reductions to in-class instruction.  
This was done largely through the University Budget Committee which is composed of the VP for Finance and Administration, the Provost, the Budget Director, and an Associate Provost.  They had significant enrollment increases since the recession began.  They had to meet the demand.  Hired more adjuncts.  Reductions in academic units were mostly among academic support and administrative support staffs.  They are trying to restore some of the salary reductions but they have to negotiate this with the Union
A campus-wide committee was formed and consulted (faculty, staff, students and executive committee).

Has your strategic mission been altered in this process?  If so, how?


No.   The university system level is currently working on their strategic plans.


The mission of our university was not altered since they decided to reprioritize their objectives.

The previous president was president for 15-16 years.  Our new president has implemented a new round of strategic planning.  The last 24 months governmental funding has created a seismic shift on how funding will be going forward.  It appears funding will be difficult for the foreseeable future.  At a town hall meeting within the last 3-4 weeks, the new president spent about an hour setting the landscape for what our university will be facing.  He addressed questions that were submitted in advance of the meeting as well as taking questions from the audience.  He said it may be possible to go to a 4 day 10 hour work-week with the University closed on Fridays but due to the largely non-traditional student body that is not a desirable scenario. 

Not at all.

Not at this time.  FY 2011 and 2012 may be a problem.
We are looking for creative ways of reducing our budget without having to reduce people. Were there any budget cuts proposed but not adopted in light of layoff considerations?  Can you recommend any innovative proposals in this regard?
Still in process.  Some units are looking for ways to switch to auxillary funds in order to give up state funds.

Vacant positions were eliminated. Some units have decreased in staff, some others have increased.

The big thing was furloughs.  They also developed a set of doomsday proposals for the University System and the State Legislature in the event of an additional $300 million budget reduction.  Proposed offering early retirement incentives.  If they were in the Teacher Retirement System, eligible faculty would be offered the incentive.  The faculty positions of those who would take the early retirement option would either remain unfilled or would be posted at a lower rate of pay.  Fringes run 27 percent of salary.  This proposal would have to be ratified by the Regents.

It is very hard to make recommendations in this regard because they do not know how we are specifically organized.  One possibility is to create service centers shared by multiple departments (perhaps one or a group of administrative assistants serving multiple departments) 

Not gotten to that point yet.  They are discussing the possibility of cutting travel money.
Did you consider any of the following:

Improve operating efficiencies? 

Yes, such as energy savings and custodial work (trash not emptied every day), 


Yes, by reprioritizing

They are always pursuing those.  Shared services model for payroll was adopted by the Regents.  Payroll was outsourced to ADP.  Centralized payroll support office will save System costs of software and hardware upgrades.  Budget cuts can save $6 million in utilities by implementing cost effective energy systems.  A named building near the university’s main campus is being gifted by a private company.  It will be used as faculty and administrative offices because the cost to retrofit classrooms in the building would be prohibitive. 

They are always going for that
Ongoing.  They have outsourced HVAC contracts and are working on utility savings.
Change emphasis on distance learning? 

No, the downtown campus is looking at more offerings.


Distance learning was increased by10 percent.  More money was invested in it since it is a growth area.

More emphasis on distance learning.  But it isn’t free.  It requires more support which costs money for that support in teaching, admissions, financial aid, and IT support
No; looking at expanding offerings
Increase class sizes?


Maybe next year.  The university is unique in that they have limited classroom space because they share physical buildings with a community college and a state college.

This was discussed at the town hall meeting.  You can’t just convert face-to-face courses to online courses overnight.  Going forward they will see if they can leverage economies but it won’t be a wholesale move.
Have increased class sizes but in minimums not maximums
No
Encourage early retirements? 

The state always has an early retirement option.  It’s not been as popular lately since the buyout has not been as good.







Staff were offered voluntary retirement. They can come back at 75 percent of their former pay, effectively working part time

Yes, they had to do this.  Incremental increases were phased-in over time – first 20, then 21, 22, 23 student maximums.  They didn’t have an overabundance of classroom space which puts limits on this.  More reliance on part-time instructors.  Do they get rid or scale out PTI’s and what implications would that have for tenure track faculty members.  That is an academic decision not an administrative decision.  They may not be able to offer additional sections during registration.

Incentives would need to be ratified by the Regents.
There has been discussion but they haven’t taken action on it, yet.  It would need to be approved by the state University System to do it.  Early retirement has real flaws in it -- flaws that she saw when she worked in California higher education.  Lose some of the best people who go off and teach in other institutions.  This university has gained approval for it and is experimenting with it.

Not yet.

What is your enrollment forecast?  

They had about 8% increase last year and expect it to increase again.  They have hired an enrollment consulting firm to work on projections, but they are cautious on projections since enrollment can be economy drive.  They have seen most of the increase in graduate students.

Enrollment has been increasing by 7 percent

In 1998, enrollment was 24,000 students.  The last couple of years enrollment has hovered around 28,000 students.  This year enrollment is 30,000 students.  Goal in four-to-five years is 35,000 students.

Continued growth.
The university had an increase this year, but are expecting flat figures by 2012.
What tuition increases have you had, and what do you forecast for next year? 

Governor has said that higher education can increase tuition next year up to 9%.  One state university has not been approved yet for the 9% but they have requested.  Another state university has already announced a 9% increase next year

Tuition was frozen for two years. It was increased by 3.5 percent for the spring semester; an additional 3.5 percent increased is projected for the fall, subject to approval

Next year it is projected tuition increases will be double digit – somewhere in the range of 10-12 percent.  The Regents set the tuition increase.  Research universities in the state system will have comparable tuition increases to their peers.  Master’s comprehensive universities will have comparable tuition increases to their peers.  Baccalaureate colleges will have comparable tuition increases to their peers.  And, community colleges will have comparable tuition increases to their peers.  Because the Hope Scholarship program is pretty much maxed out, they get pressure from the Legislature and the lottery to keep tuition near the same levels.  Fees may grow but tuition rates won’t grow at as fast a rate.
They project the need for future tuition increases
The university didn’t have an increase this year.  Their Board gave them money to offset the cost.  They may have to ask for an increase this year.
Did you look at generating new revenues as well as cutting costs? 

Yes

Yes
Yes

Programs have to generate tuition, so they are careful on what they add.

Do you have any suggestions for creative ways to increase revenue generation? 

New programs, mainly graduate level.


The funding for all units was modified by looking at their revenues and expenses. Productive units are funded more than less productive ones.

The two largest sources of funding are the State appropriation and tuition.  Our university has no control over either of these.  They are looking for additional sources of external grant funding to capitalize on the indirect cost sharing which is currently 50 percent to central administration and 50 percent to the research unit.  But it is kind of a Catch 22 in that to increase grant funding from the approximately $77 million that the University currently has they will need to increase their infrastructure costs to administer the grants.

Tuition.  The University has not had great success in fund raising.  She expects the new president to launch a campaign.  They have only had one fund raising campaign previously and it generated pretty much restricted gifts for Engineering (building and equipment).  It raised $113 million.  She projects the new president will set a goal of near $200 million.

Is there anything else you did that we have not addressed? 

Higher education was cut back to 2005-2006 levels.  They went from $209 million down to $88 million.  They have applied for a waiver on the stimulus money since it will disappear this year, but they have heard nothing yet.  The severe cuts were forced by some state laws that were passed several years ago that stated K-12 funding could not be cut.  Medicaid and corrections could also not be cut which left higher education to take the brunt of the necessary cuts.  


The tuition dynamic in this state:  About four years ago the current Governor pledged a constant tuition for students in this state entering public institutions.  The economic situation had caused the legislature to move away from a constant 4-year tuition program.  Now they need to have a tuition increase.  The tuition increase discussed earlier applies only to incoming freshmen and out-of-state transfer students.  Though the decision to rescind that program was made this year, there are still three years of students who have the benefit of the program.
She said that many at this university are coming to the conclusion that the University should consider becoming a private corporation.  She based this on the fact that they have to carry all the negative requirements of State government but get none of the benefits that regular State employees get.  The State currently provides only 16 percent of the University’s funding.  She projects it will only be 10-12 percent of the University’s funding for the next biennium with decreasing proportions in ongoing biennial appropriations.  All the while the State will keep increasing its requirements on the University.
The university is a partner in a regional consortium with other academic institutions.  They expanded that consortium to include 2 yr institutions.  That consortium was able to negotiate a better contract on health insurance.  They are also looking at some purchasing as a consortium

Would it be possible to obtain a copy of your current budget?

 Supposed to be on their web page.

Yes, and it is not password protected

The complete budget document is so large that an executive summary will be provided.

Available on the university web page.

They have a link on their web site.
