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Executive Summary

Over the past decade, the University of Alaska&wydtas developed into a remarkably
high performing organization. Under the strong &atip of its president, the System
has defined and implemented a vision that linksuthigersities with the most important
aspirations of the people of the state. This “pubtienda” along with the president’s
communications skills and the commitment of facaltyl staff at the universities have
resulted in unprecedented levels of financial suipjpom the legislature. Thanks to well-
placed political representatives in Washington, .Dtli2 System has also garnered
substantial federal investment. The additional weses from state and federal sources,
plus tuition increases, have led to increasesagnams and services at the system level
that are unparalleled in the history of the state.

Recognizing that this rate of increasing governni@rgstment may drop off in the next
few years, the System commissioned a review oe®ide offices and functions with an
eye toward reducing their costs. There are sevatiahales for this study. Following a
decade of unprecedented public investment in acedamgrams and services in support
of the economic, social and cultural life of thatet many observers believe that there
will be fewer state and federal dollars availabl¢hie near future. Thus it seemed prudent
to engage outside experts with substantial expegiégnAlaska higher education to
objectively review the System’s Statewide servioesbroadly speaking, efficiency and
cost-effectiveness. In addition, some policy malerd others have questioned the costs
of the central administration, irrespective of #wailable resources. Again, an external
review of Statewide operations seemed a usefultwayspassionately respond to these
expressions of concern. Finally, it is a widelyageized best practice to periodically
review administrative operations with an eye towaaking them less costly and more
effective. After all, the business of higher edumais education. The university
exercises its responsibility for ensuring a prudmyroach to administrative costs by
commissioning this review.

During the course of October and November 2007intezviewed administrative leaders
at the System and campus levels, as well as cuarehtormer Regents. Along with an
Advisory Committee we conducted open hearings dunhich the vice-presidents and
directors of all the major Statewide units reporedheir areas of responsibility and
responded to questions from members of the Advi€anymittee and the consulting
team.

The gist of the recommendations is that the catees of the System would remain, but
that operations could be conducted at lower codtvath greater collaboration with the
campuses. A streamlined UA System would retaircthigal strengths that have made it
so successful over the past decade. Strong exedatidership, the clear public agenda
so consistently articulated by that leaderskipngent fiscal management, and the
readiness to engage in critical self-appraisal@edte change based on those
assessments would remain distinguishing featuréseof)A System.
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But some things would change. There would be arefaunderstanding among all
parties of the division of authority and respongijpbetween Statewide and the
campuses. The division we have suggested — govegnaarvice and program
functions—may be useful template in clarifying thekstinctions. The central
administration would be a more lean operation \ether staff and lower overall costs.
There would be more conversations among campuSgstém leaders earlier in the
process of decision-making. This more integratedehof arriving at strategic and
operational policy decisions does not diminishdkecutive authority of the president,
but it does ensure more dialogue before policyaddinistrative choices are made. Our
recommendations are intended to assist this higbno@ng system to continue its
exemplary service to the people of Alaska in a tmhen there may be fewer resources to
carry out that noble purpose.
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Introduction

In October 2007, the University of Alaska Systemtcacted with two consultants, Dr.
Terry MacTaggart and Mr. Brian Rogers, principahatant at Information Insights (an
Alaska-based consulting firm) to review the orgatianal structure of the System’s
Statewide offices and operations. The System ataad aggart, the former system head
of the Minnesota State University System, the Unive
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4. Clarity of Responsibilities and Authority

The most effective systems have achieved claritynolerstanding of the
roles, responsibilities and authority of the camand the central
administration. While “who does what” and “who dizs” may be spelled out
in administrative policies, these understandingsadso widely understood
and accepted, if sometimes grudgingly.

5. Models of Frugality

The best systems are highly disciplined in theg okresources, recognizing
that their function is to support the colleges’ amiversities’ educational
efforts and that administration is not an endselit Effective systems resist
the temptation to step into the education busibgssfering academic
programs themselves, except to get a new effodivitvg several institutions
off the ground and then only for a defined peribdirne.
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Figure 1 Operating Budget per Student

With three universities, the University of Alaskgs&m would appear at first glance to
be a relatively simple organization. However, baeaof the distinctive missions of each
of the universities, the community college funci@mbedded in various ways in each,
the shear geographic reach of their service areas,
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net savings, and likely increased total administeatosts. The last few years have
witnessed substantial consolidation of servicahénUA System’s Fairbanks
headquarters. The benefits have been greater tamsysof service, but central
administrative costs have risen as well.

Privatization in its purest form is turning to ngovernmental organizations to provide
functions historically conducted by governmentditess. In a more general sense,
creating independent nonprofit enterprises tolfyifiblic functions represents another
form of privatization. Oregon pursued the secontibopvhen it removed its health
science center from the state’s university systgemted it administrative independence
from state control, and drastically reduced itsding. While the UA System has
occasionally turned to outsourcing for specific austrative functions requiring
specialized technical talent, it has not outsourtsedore educational and research
functions. What worked in Oregon with health sceshwould likely not be successful in
Alaska due to the relatively small market for highducation services and the lack of
any independent institution with the capacity tplaee Alaska’s higher education
institutions.

The third and more common option is to review admin
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Budget Growth and Constraints

The University’'s Budget

The University of Alaska has seen three periodsgidificant budget growth in the post-
statehood era.

The discovery of oil at Prudhoe Bay in 1969 brougdw wealth into a small state
government, which responded with significant inee=ain budgets for education, at both
the K12 and post-secondary level. At the time Uhéeversity of Alaska was its
Fairbanks campus, with community colleges in Analger Juneau and Ketchikan, some
university courses in Anchorage and some extermiograms. The state budget
expansion of the early 1970s brought new campudibgs, new community colleges,
and establishment of the University of Alaska atlerage.

While state money was flowing to the universitg,fiscal control systems weren’t
keeping up with the more complex institution. Baling the failure of a university bond
issue in 1976, the university found itself withrgfgcant cash flow problems, poor
accounts receivable management, and an inabilitylfypaccount for its financial
performance. The state administration and legistatesponded by clamping down on
the university, requiring new financial controlsdesegregation of funds between
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doubt, this is the best consistent positive budgetvth for the UA System since
statehood, and is one of the longest runs of camibudget growth in American public
higher education.

Future Constraints

The outlook for the future is less rosy; and thversity may need to prepare for tighter
times. A variety of factors are coming togethexttincrease the probability of flat
funding, or perhaps even budget declines.

At the state level, declining state oil productieifi over time reduce the ability of the
state to meet increasing budget needs. Whilertbdugtion decline is ameliorated in the
short term by record high oil prices and the sigaiit recent tax increase, the state
administration is talking of budget problems witfive years. And lower oil production
will, over time, reduce the donations by BP Expiiara (Alaska) and Conoco-Phillips
made under their 1998 Compact commitment.

At the same time, the federal picture isn’t lookgwpd. Federal budget constraints
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Figure 3 Relative Growth of UA Budget - General Fud

The result of this growth can be shown in the folltg Figure 4, showing the Statewide
share of total funds and of general fund, grownogf about 6.2 percent of the UA total
budget (6.3 percent of general funds) to aboutr8gme (7.7 percent of general funds).
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Statewide programs — the portions of Statewidedblver academic, research or
public service programs on a statewide basis.

When we analyze the Statewide budget among these thategories, it becomes clear
that the majority of recent growth has been inttte category — the delivery of
statewide programs, as shown in Figure 5 below.
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Working Relationships between Statewide and the
Universities

What We Heard

One or Three?

It will surprise few in the UA System that therentiaues to be a question: Are we one
university or are we three universities? This famental question, and the
organizational principles that flow from its answer lack thereof) continue to create
confusion at the campus and Statewide levels.pbggoses of this study, we answer as
follows:

This is one university System comprised of threzedited universities,

each of which is itself a mini-system.

What is Statewide’s Role?

There is a lack of clarity in the role of the Systeffice that flows in large part from the
first question. The decision flow process is clediew people, and the plethora of
councils and task forces diffuses accountability eesponsibility. Campuses see a
mixing of headquarters functions with operationaidtions, with “situational floating
spheres of influence” among the Statewide offiddsny campus leaders believe they
spend too much time in meetings or preparing fat&y meetings (although they also
call for more collaboration). Both System and cammterviews recognized that the
System office possesses specialized expertiseuntifon the campuses. Our interviews
of current and former regents indicated that Statewffers a more consistent and
responsive attitude toward external authoritiesthedegents.

Does Father Know Best?

Campus interviews repeatedly brought out resentmhoegi “autocratic attitude” among
some Statewide staff, characterized by some alseff&nows best.” Campuses believe
some Statewide offices are second guessing, intggfand attempting to micro manage
operational decisions at the campus level, ratiear adopting a team approach. They
saw a lack of perspective of campus needs, the espvironment, and the campus
calendar. This sense is particularly acute towlaedinance and budget arenas, where
control functions appear strongest. In our Systéfime interviews, we saw concern in
the other direction — if functions are devolvedie campuses, what fiduciary
accountability is there to the corporate whole, ahat should happen if campuses fail or
outright refuse to meet statutory, regulatory digyaequirements?
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the new Project Executive Group was created toemddihat concern. There is a
desire for stronger efforts to prioritize the roitaf ACAS projects, and to utilize
project management expertise at the campus level.

Legal

The System legal office received generally highka@verywhere, with clear
acknowledgement that it should be a core Systerargance and service function.
Some expressed concern that the office is oveskraverse, particularly on
personnel matters, which results in a system-widieie of offices passing their
personnel problems on to others rather than addgepsoblems. UAA interviews
indicated a desire for stationing one lawyer in Aomage. Statewide staff pointed out
that has been done in the past, and spoke of ameabout the connection to other
Statewide functions.

Planning and Budget:

Budget DevelopmeniThere are concerns about the relationship andgimssues;
campuses do not see budget development as a qallizleqorocess but rather as
driven from the top-down, in direction and formatntrasting with a stronger campus
role in the past. Campus leaders want earlier invo
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disputes between the campuses, as with the cudiféerence between UAA and
UAF over deployment of DegreeWorks.
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Our Perspective on the Relationships

Relationships and attitudes between System admwatimts and the campuses are always
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The System has an effective, somewhat decentradigptbach to facilities
planning and management in which the bulk of theaavork is performed at
the campuses, while a coordinator at the Systerti f@esents capital planning
information to the Regents. A senior, experiengedférably with an engineering
background) facilities coordinator with good comnwations skills should be
hired to replace the individual who recently regidnThis position should be
located in Fairbanks to be close to other senificasf, and to the campus with
the largest physical plant.

Like every other statewide system, the UA Systembdeome more sensitive to
the importance of risk management. Currently, i highly centralized
function. Other systems have found it more effectivdivide responsibility for
risk management such that the central office, wiplut from the campuses,
defines the template for assessing risk, but tlaacéllors are charged with
implementing risk assessment reviews and step®ifioediation at their
campuses. An annual report to the Regents omptbeess and its findings would
help ensure that it remains a priority for campmalers. The service function of
insurance procurement, claims processing, andrsgifed retention allocation
should be clearly separated from risk managemegovgrnance and control
functions to ensure a service philosophy pervaaeset functions. We recognize
that the System office has in the past stepped fill tisk management functions
neglected at the campus level. Returning respiibgito the campus level will
require a commitment of time and resources tomskagement by campus
leadership that exceeds past efforts.

Information technology is mission critical to thé&bystem. The System office
should maintain its primary responsibility for camting the UA networks to the
world, and providing sufficient bandwidth for inter
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The Banner support functions should include ancuutse contractor for surge
projects and to address, at campus cost, uniqupusooncerns. The Statewide
office should focus on quality assurance and sysecnrity.

OIT should begin a dialog with campus leaders etiture of MyUA,
recognizing that past efforts are sunk costs, terdene where any future
investment should be focused. An early decisicadedo be made on the
directory environment — whether monolithic or feated — to allow progress on
directory services and identity management. Ra&sgldentity management
issues should be a high priority.

Help desk and desktop support should be campusidase Statewide staff needs
in Anchorage and Fairbanks can be supported (throgighbursement contracts if
necessary) by the campuses.

Clarity of Responsibility and Authority

At the most senior level in the System, there isloabt that President Hamilton
is in charge and provides overall leadership fdaligthigher education in the
state.

But the System as a whole would be more effectilelyand managed if there
were a more precise and agreed-upon understanfiihg apportionment of
responsibility, accountability and authority betwdbe System and the campuses.
In general, we recommend that the decision-makinggsses, and indeed the
whole culture, of the System evolve from a highdytralized model to a more
collaborative one. The first step to achieving thauld be for the president, the
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appropriate university campuses. We recognizeicalrStatewide role in
incubating new programs and from time to time arte “receiver” for
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We believe that total System expenditures can thgcexl to the FY99 relative
level in a combination of absolute reductions and t
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Appendices

Appendix A — Authors’ Backgrounds

Terry MacTaggart is an experienced leader and scholar in highetadthn. He

recently completed a one-year assignment as thecehar of the University of Maine
System of seven universities, ten campuses, thidegrters, a hundred learning sites and
a distance education network. His consulting aseéarch work focuses on higher
education leadership and policy, strategic plannimgning around troubled institutions,
trustee development and leadership evaluationhdseserved as a faculty member and
administrator at several public and independerieges and universities where he has led
or participated in substantial institutional turmands. He has held the chancellor’s
position at the Minnesota State University Systewh the University of Maine System,
where he was asked to return for the 2006-2007esaimdyear.

He has served as a consultant and facilitator afoetreats for numerous colleges,
universities and systems including the Universit€onnecticut, Rutgers, University of
Nebraska System, the University System of Marylanel University of North Carolina
at Chapel Hill, East Carolina University, the Oraddniversity System, the University of
Alaska System, the University of Northern Britisbl@nbia, the University of Victoria

in British Columbia, the University of Houston Ssist, Texas Southern University, the
Texas Tech University System, the MassachusettgiMarAcademy, Johnson & Wales
University, New England College, Endicott College&lding Graduate University and
others.

He has served as Chair of the Commission on Itistitsi of Higher Education (CIHE) of
the New England Association of Schools and ColldbgEsASC). He has led multiple
visiting teams for several regional accreditingoagstions. He has served as a Fulbright
Scholar to Thailand and to Vietnam as an expedaneditation and quality assurance.

His research and publications focus on governangaoving relations between
institutions and the public, and restoring instdnal vitality. His most recent book,
published by ACE/Praeger in 2007, is titkkdademic Turnarounds: Restoring Growth
and Vitality to Challenged American Colleges andwdrsities.With James Mingle, he
authoredPursuing the Public’'s Agenda: Trustees in Partngralith State Leadersn
1996, he served as the editor and lead authBesfructuring Public Higher Education—
What Works and What Doesn’t in Reorganizing PuBlistems.Two years later he
producedSeeking=xcellencel hroughindependencewhich focuses on rebalancing
campus autonomy and accountability in order toa@aahbetter results. In 2000, he wrote,
along with Robert Berdahl, a study of the parti@gtization of public institutions
entitledCharter Colleges: Balancing Freedom and Accountgbil

His academic credentials include a doctorate arsteria degree in English Literature
from Saint Louis University, a Master of Businessinistration degree from St. Cloud
University, and an honorary doctor of law degreafithe American College of Greece.
He is a member of Phi Beta Kappa.
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Appendix C — Interview Schedule and Hearing Parpeints

Interview Schedule

October 1: Fairbanks
President’s Office
Advisory Committee
Hearing: Statewide — VP
Administration departments

October 2: Juneau
UAS Chancellor’s executive team
Hearing: Statewide — Information
Technology departments

October 3: Anchorage
UAS Chancellor's executive team
Hearing: VP Academic Affairs
departments
Assoc. VP Budget and Planning
Anchorage area regents and former
regents

October 4: Fairbanks
UAF Chancellor’s executive team
Hearing: Human Resources
Fairbanks area regents and former
regents

October 5: Fairbanks

Advisory Committee

November 1: Juneau / Fairbanks

UAS Chancellor
VP Administration staff
UAF Chancellor

November 2: Anchorage

UAA Chancellor

Statewide executives

UAF Facilities

UA Foundation

UAA Director, Information
Technology

November 5: Anchorage

Chair, Board of Regents
UAA faculty/staff open session
UAA Director Business Services
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Interviewees and Hearing Participants

Statewide

Mark R. Hamilton, President

Julie Baecker, Chief Risk Officer, Risk
Management

Beth Behner, Associate Vice President
Human Resources

Roger Brunner, General Counsel

Rebekah Cadigan, Risk Management

Planning the Future: Streamlining Statewide Servicethe University of Alaska

February 1, 2008

Pagé0






	Alaska Cover Letter 08 - McTaggart Report.pdf
	MacTaggart UA Organizational Study Final

