FINAL REPORT (March 4, 2007)

Flagship 2030
Envisioned Future
Subcommittee on Finances and Operations

Question:

Wha kind of finanda and organizationd moddswill CU Boulder need in order to
succeed in 20307

Introductory Statement:

TheUniversity of Colorado at Boulder isdefined as a comprehensve graduae research
university with selective admissonsstandads Colorado Revised Statutes (23-20-
1011(a)) defines our educationd responsbility as providing a comprehensve array of
undegraduae, masters, and doctoral degree programsEQO  As the recognized Flagship
University for the State of Colorado, CU Boulder is charged to condud its educationd
mission and its pursuit of research knowledgeand creative works at the highest levels
practiced naiondly. Astheonly member of the prestigiousAmerican Assodation of
Universities (AAU) from Colorado and mog of the inland western United States,
Boulder@ educationd and research enterprises must attract and maintain a nationdly
compditive faculty, mug train undegraduae and gradude students to a high state of
expertise and creativity, and mus compete with the largest public and private research
ingitutionsfor research funds gifts, and contracts. In order to meet the expectationsof
and respongbilities to the State of Colorado, it must remain an econonically healthy
inditution.

Unless the University of Colorado at Boulder is able to establish and maintain econormic
viability, it will become increasingly dependent upon state subsdies, and the qudity of
its eduaationd, gradude training, and research infrastructure will inevitably decline The
investment in an AAU-caliber ingitution by the citizens of Colorado over the past 130
years demandsprotection. Our strategic vision calls for anew economnic modd for the
Boulde campustha is more indgoendent from and structured somewha differently than
tha of its sister University of Colorado campuses. Our visonalso callsfor the Boulder
campusto adoptits organizationd structure and its busness processes to respondto and
to optimize this new economnic modd, so that it may effectively adgpt to any
unpredictable future fiscal environment.

Assumptions about developments leading to 2030:

We make the following assumptionsaboutour ingitution, our state, and our mission as
we visiontheyear 203Q

* TheBoulde campusaspiresto beamongthetop 1/3 of AAU public inditutions
and tha the Board of Regents and the citizensand busnesses of the State of



Colorado continues to ascribeto tha same aspiration. Boulder will continueto be
theflagship inditution of highe eduction within the State of Colorado and the
Rocky Mountin west, and will remain thedestinaion of choice for the mgority
of the State® top high school graduaes.

* TheBoulder campuswill stay committed to our public mission.

* TheBoulder campuswill attempt to provideincreased educationd access for
studentsfrom al areas of the State.

* TheBoulde campuswill remain aresidential university with persond ingruction
being a primary component of its educationd model.

* TheState of Colorado and thenaionwill beincreasingly diverse.

* Highschool graduaesin Colorado will inarease by 30% between now and 203Q
with the fastest growth amongHispanic popuktions, and that the Boulder campus
will need to accommodae its share of this demographic growth by expansonin
itsfacilities, faculty, and services to students.

* TheBoulder campuswill likely require more aburdant finanda aid in order to
assure access.

» State funding for highe educationin general will continueto belimited and
bdow naiond averages, and may in fact decline below present levels.

* Therenditutionof TABOR restrictionsand/or thenext economic recession will
create afinandal crissfor highe education tha will threaten the Flagship and
AAU gtatusof the Boulder campusunless the campusmigrates to a more self-
sufficient econonic modd.

* TheBoulde campuswill need to encourage entrepreneurship and new busness

processes by all pats of the University tha maximize the efficient use of its

[imited resources.

Interdisciplinary programs and initiatives will become increasingly important.

The envisioned scenario in 2030 that CU-Boulder will have to respond to:

In order for the University of Colorado at Boulder to continueits success asit moves
towards 2030we mug solve the problem of providing adequae finandal resources to
achieve our mission. Additiondly, it is clearly recognized we will need to rely upon
greater self-sufficiency than our current finandal and opaationd modds provide
Highlighted bdow is howwe envision limiting the campusdependence upon State
subsdies and establishing fiscal self-sufficiency.

Financial Self-Sufficiency

The 33 U.S. Assodation of American Universities (AAU) flagship publc universities
are auniquesubst of the 1,700teaching and comprehendve public universitiesin the
United States of America. Thdr cods to offer the expected wide rangeof
undegraduae programs and the highe cods of graduae training require finanda
suppot at alevel highe than community colleges and less comprehensve research
intengve four-year inditutions Flagship universities are able to meet the
expectationsof thar states unde oneof two finanda modds. Onemodd involves
high state subsdization and is usudly accompanied by low tuition levels (Chgpd



Hill, Wisconsn, Florida) or moderate tuition rates offset by state-funded need-based
finanda aid (Michigan, Minnesota). The secondmodd for securing the opeaation of
aflagship university isamodd where there is more of a badance between state
subsdy and a highe level of tuition-derived revenue (Indiang Pittsburgh, Virginia,
and Rutgers). The Colorado modd, with low state subgdy AND low tuition, is
uniqgueamongthe AAU to the Boulder campusand is not a sugainable modd.

We bdieve tha the University of Colorado Boulder campusmug moveto oneor the
other modd in order to sugain themission set for it by the State. It isunlikely tha
Colorado can afford the high subsdy modd given the budgeary pressures onthe
State. While we envision the State remaining an important fiscal patner, particularly
with regardsto suppoting graduae education and training, we bdieve thefuture of
theBoulder campusisto moveresident tuition rates to the naiond averagefor AAU
public universities. Holding our tuition ratesto AAU average, coupled with the
uniqueattractiveness of Boulder to nonresident students who will pay apremium
rate to attend, will allow the campusto reach self-sufficiency and till meet its god to
ascend into thetop 1/3 of the AAU publc ingitutions Ironically, highe resident
tuition rates also providethebest vehicle for inareasing need-based aid and assuring
access to the State flagship ingitution withoutplacing additiond demandsonthe
State for finandial aid suppot. Thesuppot of Student@ and Parent@ will be critical
for achieving these objectives.

We envision a stronge patnership with the CU Foundaion as part of ourfiscal self-
asufficiency strategy. Self-sufficiency aso allows the Boulder campustheflexibility
to adjud tuitionrevenueup or down in respong to increases or decreases in
Founddion and State revenuesuppott as econonic cycles wax and wane, or as other
revenuesources (for example, technology tranger, corporate partnershipsand joint
research ventures, Foreign governments, etc.) are developed.

We also bdieve that targeted initiatives, which areintegral to theinterests of the
citizensof Colorado, will develop mutud respect ( and ultimately additiond funding)
between the State and the University.

Operational Flexibility

TheUniversity of Colorado Boulder campuswill need to develop new relationships
between itself, therest of the University of Colorado system, and State government if
it isto effectively serve the System and the State in a postive and noncompsitive
manneg. We envisionthe development of aBoard of Visitors or Friendstha can
serve as trugees and advocates for the Boulder campus This organization might be
an effective intermediary between the campusandthe System Regents, and between
the campusand the State govanment in away andogousto thefundionsof the
Board of Directors for University Hogital.

We envision enabling legidation tha allowsfor the finandal self-sufficiency
described above An elaboration of enterprise status, ddegaion of fiscal authornity



andogousto Public Authority status, or some new modd for defining government-
campusrelationsand responsbilities would best serve the highe education mission
of the Boulder campus

Within the campus we will al'so need to refine old processes and develop new onesto
optimize opeaationd efficiency. We encourage thedevelopment of funding
mechanisms tha facilitate coordinaed butnot overtly competitive entrepreneuriad
activities amongacademic units and suppot services dlike. We envisionthefull
exploration of responsbility centered management systems for academic, student and
administrative services units that provideincentive for controlling cogs and
rewarding efficiendes as well asincentives for entrepreneurial activities.

It should be nated tha this system will involve suitably sized cog-centersandin
addition high level management teams to coordinge inter-unit and inter-disciplinary
initiatives. Findly, our current personné system will need to beexamined to ensure
it will adequaely suppot this new environment.

In order to cultivate arenewed flexibility and nimble-nessinto the university
structure, we encourage exploration of linking responsbility centers to the conaept of
sunset provisionsfor al organizations so tha thecampusreviews investmentsin its
internd organizationson aregular schedule.

Current Strengths: (As they relate to our scenario)

* Entrepreneuria potential of our outstanding faculty and staff.

* A produdive University of Colorado Founddion, which is currently gearing-up
for more active and aggressive fundraising activities. The CUF contributed
$27 5M to the Boulder campusbudgé during themod recent fiscal year,
approximately 3% of the $880M campusbudge.

* TheUniversity of Colorado has previoudy obtained Enterprise statuswhereby
enabling certain autonony from the State of Colorado governmental
requirements.

* TheUniversity and the State of Colorado already have a fee-for-service contract
in place for graduae level education which could be a modd for future funding
relationsipswith the State.

* Geographic attractiveness to our nonresident students.

* Finanda roombeween the current tuition rates and thoe rates charged by our
peer inditutionsfor resdent tuition.

* Growing awareness by the general popuktion tha significant changes need to be
madeto the highe education funding modd in order to maintain accessibility,
qudity, and utility for the State.

Current Weaknesses: (As they relate to our scenario)

e Qur current low tuition and low finandal aid modd limits access to certain
popuktionsof students.



Our current low tuition and low finandal aid modd limitsrevenues tha might be
available for new studentinitiatives.

Inefficient internd resource allocation modd which tendsto discourage
entrepreneuria behavior.

An aging physcal plant opeating at capecity andwhich is unable to
accommodée significant future growth.

Fastest growing pat of the State and nation@® college-age popuktionis nota
significant portion of our current student base.

Insufficient public perception of the value of a Flagship campusto the State.
Inability to self-define busness processes and practices to meet our changing
needs

Inability to significantly raise nonresident tuition rates, or propottion of non
residentsin the enrollment mix withoutextengve engagement of the State(3
political process.

Modest investment in graduae education limits University of Colorado at
Boulder@ ability to providemaximum intellectua and entrepreneurial benefitsto
the State.

Internd changeis very difficult to accomplish dueto cumbersome govenmental
oversight systems.

Inability to articulate theresearch and teaching accomplishments to the people of
Colorado.

Characteristics and Traits:

AstheUniversity of Colorado at Boulder moves towards 2030it will need to congder the
appropriateness of thefollowing items:

Thevaue of a campusspecific governing or oversightboad as ameansto
increase awareness, enthusasm, goodwll, andto provide policy andfinanaal
oveasight

Continueto focusonincreasing scholarships and endowments relative to our total
budges.

Examinethe appropriateness of reorganizing as a Public Authority such asthe
University of Colorado Hospital Authority as a meansfor providing some fisca
self-sufficiency, or alternaively, legd changes of the Enterprise statusto achieve
these same ends

Take stepsto movethe campusprogressively towardsa highe resident tuition,
highe finandal aid funding modd.

Increase accessibility and attractiveness of the University of Colorado at Boulder
to al economnic and demographic sectors of the changing popuktion.
Willingness to adgpt and changeas State needs research oppotunities, and
educationd requirements change

Bettering our statewideimage would likely lead to further investment and
suppot.

The University® current successes are not beng adequaely recognized and hence
thevaluebeng provided is beng undestated.



Necessary Actions:

The Chancdllor should:

Explore the appropriateness of a campusspecific Board of Visitors similar to
those foundat othe public AAU inditutions

Explore enabling legidation for amodd andogousto the Public Authority modd
currently bang utilized by the University of Colorado Hopital; or alterndively
legd changesin the Enterprise status

Explore the appropriateness of implementing coordinaed responsbility centered
management systems for academic, student and administrative services units that
provideincentive for controlling cods and rewarding efficiendes. Intandem, our
current personnd system will need to beexamined to ensure it will adequaely
suppot this new environment. In addition, examine whether sunset provisionsfor
internd organizations such as centers, ingitutionsand departments are necessary.
Work closely with theUniversity of Colorado Foundaion to increase private
giving whereby we are able to increase the number and amountof scholarships
offered to our students and endowed chairs and faculty members.

Attempt to broaden the geographical distribution of attending Colorado in-state
students.

Long-term

Determineinternd organizationd andfinanda changes needed for an agile and
flexible response to the ovaall strategic plans

Continud efforts across the campuswith the CU Founddion to inarease our
scholarshipsand endowments.

If deemed appropriate, complete the implementation of the Public Authority or
other legidative alterndives.

Articulate the teaching and research contributionsto the people of Colorado.

In cooperation with the President, Board of Regents and Board of Visitors explore
aternative funding source which may beavailable.

Intermediate (3-5 years)

Continuethe development/enhance/utilize of the Board of Visitors.

Continud efforts across the campusand with the CU Founddion to increase our
scholarshipsand endowments.

Condudethe exploration of the Public Authority concept or legidative
aternatives. Based ontheoutcome of thos efforts decide the appropriateness of
going forward with some type of a Public Authority modd. If suppoted begin
theimplementation.

Make efforts to interact with statewide busnesses and increase Technology
Trander income.



Near-term (up to 18 months)

ThorougHy explore thefeasibility of a coordinaed responsbility-management
structure.

Begin the establishment of arobug Board of Visitors as advisors to the
Chancellor and advocates for thecampus

Continud efforts across the campusand with the CU Founddion to increase our
scholarshipsand endowments.

Begin thededailed exploration of Public Autharity concept; or other legidative
aterndives.

Examinethefeasbility of admittingthetop 5% of students from all high schools
in Colorado as a mechanism to improve Boulder@3 accessibility to all Colorado
residents.

Examinethe posibility and appropriateness of L egidative Scholarships
Evaluae effectiveness of campuswideresearch initiatives.

Current Problems and Issues:

Theoveal ability of theUniversity of Colorado at Boulder to providethe necessary
education and research dependson the efficiendes of thefaculty. Standadsshould be
rigoroudy maintained. Tenure should be carefully awarded and more effective pog-
tenure review is necessary.



