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Executive Summary 

A July 7, 2011 Letter of Intent from the Legislative Research Com1cil to the Executive Director 
of the Board of Regents signed by Representative Dean Wink and Senator Cory Brm:vn as Co

Chairs of the Joint Co1ll1llittee on Appropriations is attached as Appendix A. The letter 
specifically requests that "the Board of Regents provide biannual reports containing a historical 

view of the level of grant and contract awards from outside souTCes f or each university. Any 
significant increase or decrease, along with a reason for the change, should be noted. " The 

letter continues "The reports shall be made available to the committee on July 30 (January

June) and January 30 (July-December) beginning in January 2012 and ending in 2015. " The 
letter goes on to request t1iat ''In addition, it is also expected that you will be prepared to address 

this guideline in your FYI 3 budget presentation to the Joint Committee next January. " 

Pmsuant to the Letter of Intent, we are pleased to submit this requested report to the Joint 
Co1ll1llittee on Appropriations. The Board of Regents receives quarterly progress repotts of grant 
and contract award levels from the six campuses in the Regental system. The reports through the 
second quatter ofFY2012 have been incorporated in this First Biannual Report and present a 
cumulative su1ll1llary reflecting grat1t and contract award activity through the second quruter by 
system totals and by the six individual campuses covering the five-year period begim1ing with 
the 2008 ti.seal year. 

The data show that a decline in university system level grant and contract revenue which began 
in the fourth quarter ofFYl 1 continues into the fu"st tv,'o quarters of FY 12. Both the number and 
dollar amount of proposals submitted and the number and dollar amollllt of proposals awarded 
are. down. Readers are cautioned against reading more into the data than a n:vo quarter snapshot 

shO\:vs. For example, for the first two quatt ers of FY 12, Black Hills State University and 
Notthem State University are exceptions to the general downward trend. Using only a half-year 

of data has the potential to skew the data in both positive and negative directions as compared to 
a full yeat· of data. The Second Biamrnal Report due on June 30, 2012 will contain a full fiscal 

year of data and, as such, may reinforce or negate the general trend presented in this report. 

Reasons reported for changes in award level are many and varied, and include the timing 
associated with the receipt of ARRA (stimulus) funds, the expiration of ARRA funds associated 
with research, the timing of the receipt of funds from agencies, the absence of congressionally 
directed (eatmark) funds, the same number or less researchers available to submit research 
proposals, the diminished availability of federal funds to support research, and the reduced level 

of state general fund suppott. These are more fully discussed in the individual campus research 
awat·d discussions that follow. 

Additionally, the fuia1 table in the report provides an overvie\\' of the $2.3 million dollars in 
grant generation capacity that was lost this past yeat· due to faculty depattmes in the Regental 
system. 
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South Dakota University System Overview 

As shown in the following figure, the South Dakota University System has experienced sustained 
growtl1 in grant and conb·act research mvards from FYOO through FYIO. A\vards reached their 
maximum of $154 million in FYl 0. Expenditures of grant and contract monies follow the receipt 
of awards and show a progressive increase reaching a record $1 20 million in FYl l . The 
economic in1pact of grant and contract awards is calculated on expenditures and reached a record 
$173 million in FYl 1. For purposes of consistently reporting the economic impact of grant and 
contract expenditures a conservative fotmula is used which is based upon a multiplier of 2.4 and 
assumes that 60 percent of those resulting dollars remain in the state. A downturn in grant and 
contract awards began in the fourth quruter ofFYl l and, as will be seen, continues into the first 
and second quruters ofFY12. 
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The following figure shows the value of grants and contracts for the first two quarters only for 
the last five years (FY08-FY12). The height of the graph shO\vs the total for the university 

system and the proportional share of e.ach of the six Regental institutions is represented by their 
shat-e of the bar. Historically the three Ph.D. granting institutions, SDSU, USD and SDSM&T 
account for approximately ninety percent of all grant and contract award revenue while the 
remaining three institutions, BHSU, DSU and _ SU account for approximately ten percent of all 
grant and contract revenue. 
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The following two figures show first the number of proposals submitted by the six Regental 

institutions during the first two quarters ofFYI2 and the number of those proposals that actually 

resulted in awards. Thus, for the first nvo quarters of FY 12, 437 awards were received in 

response to 592 proposals submitted by the campuses. The second figure shows the dollar value 

of the proposals submitted and the mvards received during those same first two quarters of FY08 

through FY12. It can be se,en that while $142 million in proposals were submitted across the 
Regental system, $58.9 million in awards have been received. This is the lo\vest award amount 

received through the first two quarters of any fiscal year since FY09 and represents 

approximately 60 percent of the awards received through the first qmuter of last fiscal year 

(FYI 1). 



      

BOR System FY08- FY12 Number of Proposals and Awards Comparison through Q2 
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Subsequent sections of this report specifically address the awards situation through the first two 
quart ers ofFY12 on each of the six individual campuses in the Regental system. 
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Black Hills State University 

BHSU FY08-FY12 # of Proposals and Awards Comparison through Q2 
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Contrary to the results shown for the university system as a whole through tl1e first tvio quarters 

of FY 12, BHSU shows an increase in both the number of awards received and in the amount of 

grant and contract revenue received for the same period. 
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BHSU attributes much of the difference it has experienced thus far this year to the timing of their 

federal awards and whether they were awarded up-front or in annual increments. BHSU has a 

stated goal of $6 million in grant and contract revenue for FY12, and they are on track to reach 

that goal. BHSU, like all of the Regental institutions, finds that the fed eral grants environment 

has become much more competitive with the reduction and in some cases the elimination of 

congressionally directed funds (earmarks) and on the foundation/private sector awards due to the 
economic situation of the past several years. The largest positive impact on the BHS grants and 

contracts envirotllllent are t\vo large awards made in the first t\vo quarters of FY 12, one of\vhich 
was brought to BHS U by a newly hired Provost and the other a D -sEL Education and Outreach 

award, both of which include monies for next year but have been received this year. Again, like 

the other Regental institutions, BHSU noted that the ARRA. (stimulus) funds awarded in 

previous years were awarded in their entirety and not in annual increments, so while awards may 

have been receive.a in FY09 or FYlO, tl1e work they supp01ted continued into FYl 1 and the 

funds no longer flow to tl1e institutions. 
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Dakota State University 

DSU FY08-FY12# of Proposals and Awards Comparison through Q2 
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While DSU has maintained a relatively consistent level in the number of awards through the first 
two qmuters over the five-year period, the value of awards is do\.vn approximately $2 million in 
FY12 as compared to FY I l. 



      

DSU rightly cautions about the conclusions that may be derived from an examination of only 
two quarters of data ar1d notes the potential for a skewed interpretation. TI1ey point out, for 
example, that the FYI O number for the first two quarters is $1.12 million (the lowest for any 
fiscal year during the last 5 year period), while the total figure for FYlO (not shown) is $8.7 

million (the highest figure for the same period). The drop in the value of awards for the first two 
quart ers of FYl 2 as compar·ed to FY 11 is largely the result of one single $2 million mvard in 
FYl 1 which happened to fall in the first two quarters ofFYl 1. 

DSU also wishes to place their numbers in context. -sing their healtl1 information technology 
awar·ds as an example, a great deal of federal money \Vas allocated to health IT because the 
federal administration made electronic health records a national priority. DS - was perfectly 

positioned to take advar1tage of that opportunity. \Vhen the availability of those funds level off 
hO\Ve\ er, the numbers will go do,vn, but that is not necessarily a reflection of faculty 

productivity ir1 health IT, but rather the availability of research money through the federal 
government. DSU, like other Regental institutions, has also noted that the conclusion of ARRA 
(stimulus) program money as contributing to the overall research picture. 
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Northern State University 

NSU FY08-FY12 # of Proposals and Awards Comparison through Q2 
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NSU notes that until recently they had been wit11out a Director of Grants and Sponsored 
Research for about 3.5 years which has had an effect on their level ofresearch activity. Like 

BHSU, they are cutTently up in the nlllilber and value of awards received through the first t\¥ 0 

quart ers ofFY12 as compar-ed FYI l. The anomalous dip in awar·ds through the first t\¥0 quart ers 
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ofFYl 1 was not due to a lack of activity but rather to the timing of continuation awards. Their 
Upward Bound FYl0/ 11 installment of $289,058 was recei\ ed in FYlO instead ofFYl 1, 
thus they received t\vo continuation awards in FY 10 instead of one in FYl O and one in FY 11 . If 
the FYI 1 funds had been received later in the calendar year, the graph would not be skewed the 
way it is , thus reinforcing the comments of other Regental institutions concerning the importance 
of the timing of the receipt of awards and their impact on reporting. 



      

South Dakota School of l\fines and Technology 

SDSM&T FY08-FY12#of Proposal and Awards Comparison through Q2 
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SDSM&T reports that their awards for the first 6 months ofFY12 are approximately $8.2 million 

less than during the same period in FYI 1, $4.4 million less than the same period in FYl 0, and 

about the same as the same period in FY09. _ ote however (not seen in the graphics) that the 
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yearly totals for FYl 1 were $20.0 million, FYIO were $35.3 million, and FYD9 were $20.9 
million. Thus, the mid-year totals are not a good predictor of final, full fiscal year awards. FYlO 
was a large award year with SDSM&T benefiting from both large_ SF funds related to D SEL 

and the last year of special congressional appropriations (earmarks). The awards during t11e first 
six months ofFYl 1 were large, primarily because it took more than six months to actually 
capture the awards resulting from the special congressional appropriations ofFYlO. 

Thus, their FY12 awards should be expected to look very much like those of FY09. SDSM&T is 
developing a strategy to increase awards in FY13 using a different approach to Federal funding 
through competitive awards in their areas of strength. 



      

South Dakota State University 

SDSU FY08-FY12# of Proposal and Awards Comparison through Q2 
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Awards to SDSU through grants and conb·acts have declined by $20.4 million in the first half of 

FY12 compared to the first half of FYl 1. SDSU's FY12 award levels are 60 percent of FYI l 



      

values. The first halfFY12 award value is 78 percent of the FYlO value ($38.6 million) and 97 
percent ofFY09 ($30.8 million). 
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Compared to FYI 1, a\:vards from federal sources decreased by $19.5 million, representing a 45 
percent decline. Awards from non-profit organizations de,creased by $1.5 million (37.3 percent); 
however, awards from state agencies and for-profit organizations increased by $298 ,000 (12 
percent) and $95 ,000 (34 percent), respecti\ ely. 

The greatest contributors to the loss of federal funds were the losses of ARRA funds and 
congressionally directed fonds (earmarks). Of the $19.5 million decline, $5.5 million in FYl 1 
were from ARRA and $12.7 million were from earmarks. The remaining loss would be caused 
by the slov,,ed timing of the federal government to appropriate funds and process awards. 

The number of proposals and applications submitted during the first half of FYI 2 are similar to 
the same period during FYl 1; 217 and 220, respectively. TI1e amount of fonding proposed in 
those applications signal a continuing decline in available fonding, hm;,,rever. The amount of 

funding proposed in the 217 applications in FY ll was $182.7 million, whereas the 220 
applications submitted thus far in FY12 requested $69.3 million. SDSU submitted some 
unusually large proposals in FYI 1 that inflated the notmal values, including a single $45 million 

proposal to USDA- IF A that was not awarded. Nevertheless, the funding levels proposed during 
FY12 are lower for most sectors of SDSU and reflect decreases in fonding opportunities from 
federal agencies . 



      

University of South Dakota 

USD FY08-FYI2# of Proposals and Awards Comparison through Q2 
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USO, like most of the Regental institutions, is down in the number and dollar value of awards 
received through the first bNo quarters ofFY12 as compared to FYl 1. An analysis of the 
differences bet\¥een FY12 (2nd Qua1ter) and FYl 1 (2nd Quarter) av.rards shows : 

16 



      

• USD is dovm about Sl0.5 million in grants and contracts in the first half ofFY12 

compared to FYI l at this time. Stated differently, their award levels YTD are at 52 

percent of the FYl l (2nd Q) values. TI1e FY12 award value is lower than FYlO and 

approximately equal to tl1e FY09 level. 

• Compared to FYl 1, federal awards are do-wn approximately S6 .6 million and state 
awards are down about $3 .6 million. Relevant to this decline is the observation that 
ARRA funds accounted for approximately $ 1. 9 million of awards in 
FYll , but were no longer available in FY12. 

• Awards from other non-profit sources were down just under $350K in FY1 2 (2nd Q) 
compared to FYl l (2nd Q), and while this is a significant percentage of non-profit 
funding (about 28%); it is less than lpercent of the total awards in all ofFYl 1. Awards 
from private/ industry somces were up about $30K. 
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• There are four fewer proposals submitted YTD in FY1 2 compared to FYl l, 148 vs. 152, 
with about S3 .6 million less requested for the first budget year of grants. The greatest 
disparity is betv,reen proposed dollars in FYlO (2nd Q) and either FYI 1 or FY12; the 
disparity in budget year request, S 15 - $20 million, is due almost entirely to requests for 
ARRA funds in FYlO. 

• Because the vast majority of decreased funding, both federal and state, has been in grants 
greater than $ lOOK, the number of principal investigators proposing larger awards was 
compared. This number is consistent between FYll and FY1 2 YTD, 46 and 47, 
respectively; however, it is interesting that 20 (43 percent) of the PI s proposed large 
grants in both fiscal years bet\veen July and December. 

Explanations of the major sources ofmvard variance bet\veen FYl 1 and FY12 YTD include: 
• NIH does not make the SD BRIN (INBRE) grant at a consistent time of the year. In 

FYl l, the "FY 11 " budget was awarde.d after the fiscal year had started, and then the 
"FY12" budget was awarded near the end of the same year, FYl 1. Therefore, about $3 
million ofNIH dollars ,vere awarded in August 2010, i.e. , FYl 1 (1st Q) that should have 
appeared in May 2010 (FYlO). Thus, by comparison, FY12 (1st Q) looks low ; we expect 
the "FY13" award in May 2012, ifNIH follows its most frequent funding pattern. 

• 1IH grants other than BRTh.1" totaled $843K in FY l 1 (2nd Q) vs . $276K in FY12 (2nd Q). 
• By FYl 1 (2nd Q) USD had received its subaward for the NSF RII project from SDS , 

and the jurisdictional match from GOED (~$200K). Thus far in FY12 the subaward is 
$215K, a differential of$500K. 

• In FYl 1 (2nd Q) USD received S3 million in grants for energy conservation from the 
state. 

• The DOE EPSCoR hnplementation grant has, instead of three budget years, only t\'lo 

official budget years: FYl l for 30 months of the work, and FY13 for the final 6 months 
of work. Thus, FY12 will not have an award notice for this project although funds are on 
hand for the research. 

In tetms of general explanation, USD notes that there is clearly less federal research money 
available to compete for, and that there are the same numbers or fewer faculty to \vrite the grant 
proposals. ·while -s D has had faculty volm1tarily separate or fail to get tenure, and take grants to 
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their ne\v institution, they have not cut faculty positions that resulted in a loss of grants. 
However, when USD closed the Computational Science and Statistics Ph.D. program during 
recent budget cuts, and the chair of the Computer Science department left, they did relinquish his 
NSF grant. 
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Each year the South Dakota Regental system loses a number of key research faculty due 

to retirement, or as a result of their trans ition to either industry positions or other postsecondruy 

institutions . \Vhile there are numerous issues that influence these departures each year, mru1y of 

these decisions ru·e influenced by the financial resources available at the institution (i.e. , a lack of 

salruy policy), termination of key programs (i.e., program productivity review, progrrun 

termination due to budget cuts), or personal reasons. Overall , these factors combined to produce 
a net negative impact on the grant/contract expenditures at SDSM&T, SDS ru1d USD this past 

year totaling Sl ,994,278, and new grant av\ ru·ds of $276,272. These dollars result from 
successful awards and contracts eruned by these researchers (mru1y of whom served as the 

primruy investigator) which combine to total a $2,270,550 (see Table 1) . In some situations the 

research dollars follow the researcher as a result of their departure, and in other situations the 

dollars remain \'Vith the institution. The significant issue with these departures is that the 

institution, and the state of South Dakota, have lost critical research staff with proven track 
records of developing viable proposals that bring in valuable research and development dollru·s to 

the state. 

Table 1 
Grant/Contract and New Grant Awards Managed by Faculty Lost Due to Retirement or Transfer to 

Industry or other Postsecondary Inst itutions 

Institution 

SDSM&T 
SDSM&T 
SDSU 
SDSU 
SDSU 
SDSU 
SDSU 
USO 

F acuity Collegeffiept 

Civil Engineering 

Metallurgic.al Engineering 
Pharmacy 

Plant Science 

Plant Science 

Geographic. Information 

Plant Science 

Computer Science 

Transferred to: 

Industry 

Industry 
Industry 

lndU"try 

Retirement 

Postsecondary 

Postsecondary 

Industry 

Gran Contract 
Expenditures to 

Institution 

$ 100,000 

$250,000 

$85,000 

$245 ,128 

$224,600 

$4 78,2 14 

$ 100,000 

$511,336 

$1,994,278 

Total 

New Grant 
Awards 

$0 

$0 

$0 

$76,272 

$200,000 

$0 

$0 

$0 

$2 76,2 72 

$2,270,550 
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Appendix A 

July 7, 2011 Letter of Intent RE: FY2012 Appropriation 
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Soun-h Dakota ONmcil 
Rep. Curt< M. Tu.rbMlle, Cbatr 

e:1.. Jodi M. Cutt~,., Vin Chair 

Jo mes Fry, Direct r 
Dou1 Dcckn, Code Coun,el 

July 7, 2011 

Dr. Jack Warner, Executive Director/CEO 
Board of Regents 
306 East Capitol Avenue, Suite 200 
Pierre, SD 57501 

RE: FY2012 Appropriation 

Dear Executive Director Warner: 

RECEIVED 

JUL O 8 2011 

SD Board of Regents 

This Letter of Intent sets forth a particular view held by the Joint Committee on Appropriations in 
approving your FY12 appropriation. As such, it supplements that appropriation with a specific 
policy guideflne. · 

While the guideline does not have the direct force of statutory law, ii rests solidly on a 
long-standing tradition of Leglslalive-Executrve relationships In South Dakota and it will be used 
by the Joint Committee as one basis for lhe fisca l oversight of your agency and its continued 
fUndlng. 

Speclflcally: 

The Legislature approved a 10% cut for the Board of Regent's FY2012 budget totaling 
$17,209,994 In general funds. A portion of those general funds would have been used to 
provide match for contracts and grants from the Federal Government and from private 
corporations. 

A decrease In available matching funds has the potenllal to dramatically decrease the 
number and amount of grants and contracts avaOable to the South Dakota University 
system. 

It is the request of the 2011 Joint Committee on Appropriations that the Board of Regents 
provide biannual reports containing a historical view of the level of grant and contract 
awards from outside sources fo.r each university. Any significant Increase or decrease. 
along with a reason for the change, should be noted. For example, If a professor's 
position is cut and he/she leaves, taking a large grant with them to their new university, 
this should be hlghlfghted. 

Sta!& C..pilal. 500 E.ool Copltol, Plerni, SO 5750i-507o 
606/773-3251 • Fax 6051773-4576 

hltDRleais ;fate sd us 
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FY 2012 Letter of Intent 
Juty 7, 2011 
P.-ge 2 of 2 

The reports shall be made available to the committee on July 30 (January-June) and 
January 30 (July~December) beginning in 2012 and ending in 2015. 

In addition, it Is also expected that you wiJII be prepared to address this guideline in your FY13 
budget presentation to the Joint Committee next January. 

Thank you tor your consideration. 

~v~ 
Representative Dean Wink 
Co-Chair 

cc: Marty Guindon, Auditor General 

S1;J;zo~7!--
Co-Chair 

Jason Dllges, Commissioner, Bureau of Finance and Management 
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