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MANAGEMENT'S DISCUSSION AND ANALYSIS

MISSION AND ORGANIZATIONAL STRUCTURE

Overview of the Smithsonian Institution

For more than 165 years, the Smithsonian Institution has remained true to its
mission, “the increase and diffusion of knowledge.” In that time it has become the largest
museum and research complex in the world, the most respected provider of museum
experiences supported by authoritative scholarship, and an international leader in

scientific research and exploration.

The Smithsonian is unique among the world’s institutions. It is not simply a
museum, or even a cluster of museums, so much as it is a vast national research and
educational center that encompasses — in addition to its exhibition galleries —
laboratories, observatories, field stations, scientific expeditions, classrooms, performing
arts events, publications, and more. The Smithsonian is an extensive museum and
research complex that includes 19 museums and galleries, including the National
Museum of African American History and Culture (NMAAHC), which will soon be under
construction, the National Zoological Park, and research centers around the nation’s
capital, in eight states, and the Republic of Panama. The Smithsonian is the steward of
more than 137 million objects, which form the basis of world-renowned research,
exhibitions, and public programs in the arts, history, and the sciences. The Institution
preserves and displays many of our nation’s treasures, as well as objects that speak to
our country’s unique inquisitiveness, bold vision, creativity, and courage, such as: the
Star-Spangled Banner, Edison’s light bulb, the Wright flyer, Lewis and Clark’'s compass,

Colin Powell’s Desert Storm uniform, and Mark Twain’s self-portrait.

Today, global forces are causing a sea change in our world that demands the
Smithsonian chart a bold path to meet the challenges ahead. Over the next decade, the
Institution will be called upon to become more deeply and more visibly engaged with the

great issues of our day than ever before. To meet these new demands, the Institution’s
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Strategic Plan identifies four “Grand Challenges” which will help focus its energies: 1)
Unlocking the Mysteries of the Universe; 2) Understanding and Sustaining a Biodiverse
Planet; 3) Valuing World Cultures; and 4) Understanding the American Experience. To
address these Grand Challenges, the Smithsonian is committed to broadening access to
its vast resources for all audiences by using the latest technologies; strengthening the
breadth and depth of its collections; revitalizing education both formally and informally;

working across disciplines; and pursuing excellence at every opportunity.

The Institution depends on the federal Government for nearly 80 percent of its
funding, including Government grants and contracts. As a trust instrumentality of the
United States, many of the laws and directives applicable to federal agencies do not
apply to the Institution. However, the Smithsonian is ever mindful of and grateful for this
support from the American public, and will continue working with both OMB and
Congress to provide each entity with the information needed to justify its continued

support.

The Smithsonian is also working to improve its performance and has numerous
initiatives under way to advance financial management, use e-Government wherever
possible, improve human capital planning and management, and more closely integrate
budgeting with long-term performance goals. Specifically, the Secretary and his senior
staff are conducting extensive reviews with the Institution’s directors to assess the
Smithsonian’s performance against Institution-wide performance goals and integrate our
budget so it is aligned with our performance objectives. In fiscal year 2011, the

Smithsonian also:

e continued implementing our new Strategic Plan

e continued developing a comprehensive redesign effort to build a more efficient
and inclusive Smithsonian that is prepared to fully implement the Strategic Plan

e began implementing the Smithsonian Digitization Plan that describes how the
Institution will digitize its resources for the widest possible public use

e continued linking all funds to performance objectives



e continued improving the Institution’s performance plan to link it directly to
financial reporting and the budget structure
e continued refining the workforce plan that ties staffing levels to performance

plans and the size of our adjusted workforce

The Smithsonian Organization

As an independent trust instrumentality governed by a Board of Regents, the
Smithsonian is supported by a staff of more than 6,000 combined federal and non-
federal employees and more than 6,500 volunteers. Together, these individuals support
the operations of the largest museum and research complex in the world. An
organizational chart included as Attachment A to this report shows the Institution’s

operational structure in detail.

Highlights of Fiscal Year 2011 Accomplishments

The Smithsonian accomplished an unprecedented number of significant tasks in
fiscal year 2011 that continue to generate positive momentum for the future. For
example, the Institution advanced the overarching strategic framework for integrating
the work of many disciplines within museums and research centers and broadened
opportunities for external collaborations. Attachment B highlights Smithsonian

achievements in fiscal year 2011, which include:

1. Focusing on Grand Challenges
Examples of unique and significant SI research/program/exhibit activities across the
four Grand Challenges include:
e A Smithsonian Astrophysical Observatory scientist’s discovery of an
exoplanet that is the first confirmed planet orbiting two stars
e Completion of the Udvar-Hazy Center Phase Il collections facility
e Continued expansion of the Smithsonian’s global network of forest plots and
their integration into a system of Global Earth Observatories



Numerous events hosted by the National Air and Space Museum to mark the
50th anniversary of human spaceflight

The National Museum of Natural History’s continued work on the
Encyclopedia of Life, which gathers and shares knowledge about all of the
Earth’s 1.9 million known living species

Continued conservation-based training at the National Zoo’s Smithsonian-
George Mason University Conservation Studies Program at Front Royal,
Virginia

The Institution’s continuing contributions to the international effort to restore
Haitian cultural assets and to train local Haitians to use their expertise in
preserving their National treasures

Achieving the collections goal for the National Museum of African American
History and Culture

The National Museum of American History’s special programs to
commemorate events, such as the 50th anniversary of the Freedom Rides

and to observe the 10th anniversary of the September 11th terrorist attacks.

2. Broadening Access

Attracted almost 30 million personal visits to Smithsonian facilities

Logged more than 183 million visits on Smithsonian websites

Reached all 50 states and almost five million visitors through the Smithsonian
Institution Traveling Exhibition Service

Increased Affiliate membership to a total of 169 affiliates in 41 states, plus the
District of Columbia, Puerto Rico, and Panama

Launched a new version of the Smithsonian’s main website

Continued improving the use of technologies, such as YouTube, Facebook,
and Twitter, which are specifically directed to reaching new audiences, and
issued a new policy to make better use of social media

Began implementing the Smithsonian Digitization Strategic Plan and made
significant progress in establishing common methodologies and policies for

digitization metrics
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e Launched a new Mall visitor mobile application (app), along with the world’s

first plant identification app (Leafsnap)

3. Revitalizing Education

e Continued partnering with educators, and working with schools, libraries,
universities, and other cultural institutions to provide high-quality educational
experiences to learners of all ages

e Held a series of workshops for teachers and students to establish
Smithsonian leadership in the use of mobile technologies for informal learning

e Focused on key areas, such as Science, Technology, Engineering, Art, and
Math (STEAM) education, and civic engagement

e Formed partnerships with researchers from several museums and research
centers, along with colleagues across the country, to create hands-on, inter-

active experiences

4. Crossing Boundaries
e Established Consortia in each Grand Challenge area to coordinate work and
optimize efforts with our research partners
e Conducted successful idea fairs around the four Grand Challenges and

initiated challenging grants to effectively develop those ideas

5. Strengthening Collections
¢ NASA announced the decision to transfer Discovery, the longest-serving
orbiter in the space shuttle fleet, to the Smithsonian
e Exceeded annual goal for digitizing the national collections and making more of
them available to the public
e Achieved goal of having all collecting units implement collections management

plans

6. Enabling Mission through Organizational Excellence
e Implemented governance policies and practices recommended by the Board

of Regents
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e Continued the Smithsonian Redesign program for process improvements

e Exceeded the Institution’s goals for fund raising, grant and contract awards,
business income, and endowment growth

e Launched the Smithsonian Branding initiative

e Began renovating the historic Arts and Industries Building interior and exterior
structures, including roof and window replacements

e Completed the design process for building the National Museum of African
American History and Culture and awarded the construction contract

e Held groundbreaking ceremony for new facilities to support the joint
conservation biology program between the Smithsonian and George Mason
University

e Completed construction of the Udvar-Hazy Center Phase Il addition to
provide collections storage, conservation, and research space

e Continued major renovation projects at the National Zoological Park and the
National Museum of Natural History

e Began construction of a new laboratory and support space at the Smithsonian

Environmental Research Center in Edgewater, Maryland

FY 2011 Financial Position

The Smithsonian’s financial statements are prepared from the Institution’s
accounting records. The Institution uses PeopleSoft to manage its federal and non-
federal resources. The financial data contained in the fiscal year 2011 federal closing
package was subjected to a comprehensive review and thorough independent audit to

ensure its accuracy and reliability.

The Smithsonian Institution’s management and financial controls systems provide
reasonable assurance that the Institution’s programs and resources are protected from
fraud, waste, and misuse, and that its financial management systems conform to
Government-wide requirements. Although the Smithsonian is not a department or agency
of the Executive branch, the Institution has achieved the intent of the Federal Managers’

Financial Integrity Act (FMFIA) (P.L. 97-255) to prevent problems through systematic
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review and evaluation of the Institution’s management and financial controls and financial
management systems. This has included issuing new policy guidance to strengthen the
Smithsonian’s governance operations in this area. Previous independent audits have
found no material weaknesses in the Institution’s internal controls. In addition, the

Institution reported no violations of the Anti-Deficiency Act.

Looking Forward

The Smithsonian Institution plays a vital role in the nation’s educational,
research, and cultural life. In these capacities, the Smithsonian is a trusted name
because it represents excellence in research and education, and is well on the way to
representing excellence in management, operations, oversight, and governance.
However, despite the strength of the Institution, the Smithsonian faces significant
challenges as it continues to serve the public with both engaging, modern exhibitions
and groundbreaking research and exploration.

In fiscal year 2012, with the support of the Administration and the Congress, the
Smithsonian will keep on aggressively addressing our challenges and taking advantage
of our opportunities.

HIGHLIGHTS OF PERFORMANCE GOALS AND RESULTS

The Institution tracks and reviews its performance goals and results throughout
the year. The goals of the Smithsonian, as set by the Secretary, are tracked via
performance metrics, and accomplishments or outcomes are evaluated against goals
and objectives. The five main fiscal year 2011 goal areas of the Smithsonian follow:
Excellent Research; Broadening Access; Revitalizing Education; Strengthening
Collections; and Enabling the Mission through Organizational Excellence.

In addition, the Smithsonian delineates and tracks the progress of numerous sub-goals
within each of these five main goals. The Detailed Performance Data Report for Fiscal Year
2011 is located on the Smithsonian’s public website at http://www.si.edu/about/policies.
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HIGHLIGHTS OF FINANCIAL POSITION

Overview of Financial Data

The Smithsonian’s financial statements (balance sheet and statement of
operations) and related footnotes, as included in the closing package, were prepared by
the Smithsonian. The financial statements presented can be considered complete and
reliable, as evidenced by the report provided by the independent audit firm of KPMG LLP.
These statements represent the results of all activities supported by federal
appropriations granted to the Smithsonian. Additional financial activity, which is supported
by non-federal activities, is not included in the financial information and discussions noted

here.

Balance Sheet: The Balance Sheet reflects total assets of $1,469 million, a 5.5 percent
increase over the previous year. Approximately 77 percent of assets are invested in
property and equipment, with the balance of assets (approximately 23 percent)
represented principally by cash and balances with the United States Treasury. Liabilities
(accounts payable and accrued expenses) comprise approximately 28 percent of the
Smithsonian’s liabilities and are higher than the previous year by $7.6 million. The
remaining liabilities (approximately 72 percent) are comprised of unexpended federal
appropriations balances. Reflecting the higher growth in assets than liabilities, the net
position grew by $68.3 million, or 6.9 percent, in fiscal year 2011.

Statement of Operations: Federal appropriations recognized in the current fiscal year of
$764.9 million (including reimbursables and other of $6.9 million) represent an increase of
approximately $15.9 million, or 2.1 percent, from the prior year ($749.0 million). Of the total
appropriations recognized in fiscal year 2011, approximately $634.0 million (approximately
82.9 percent) were operating funds while $130.9 million (approximately 17.1 percent) were
construction funds, as shown in the graphs below. Comparable recognized appropriation
amounts from fiscal year 2010 were $623.8 million for operating costs and $125.2 million for
construction projects. Total expenditures (including collections items purchased of $3.7

million) increased by $14.8 million to $696.6 million (2.2 percent) from the fiscal year 2010
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total expenditures of $681.8 million. The largest single increase in expenditures for fiscal year
2011 was a $26.2 million increase in research expenditures, followed by an increase of $6.8
million in administration expenditures. An increase was also experienced in collection items
purchased of $0.4 million. Decreases of $8.9 million were realized for collections
management while expenditures for education, public programs, and exhibitions, also
decreased $8.8 million. A final decrease of $0.9 million in advancement expenditures was
also experienced and accounted for the balance of the overall net increase in expenditures of
$14.8 million.

Sources of Funding: What it is for ...

Facilities Capital

17%

Operations
83%

Where it Goes for Operations ...

Collections
Education & Public Management
Programs 17%
24%
Administration &
Research Advancement
24% 35%
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Federal spending for operations is the largest category of the Institution’s budget
and provides for pay and benefits, utilities, postage, rent, new museum staffing, move-in
and start-up expenses, information technology modernization, collections care, scientific

instrumentation, security personnel, and facilities maintenance costs.

The remainder of the federal component of the Institution’s budget is spent to
support the Institution’s Facilities Capital Program. The Smithsonian depends on federal
support for the revitalization and basic maintenance of its physical infrastructure.
Facilities revitalization activities correct extensive and serious deficiencies, materially
extend service life, and often add capital value to the buildings and systems that form
the Smithsonian’s physical plant. Maintenance, which is funded in the federal Salaries
and Expenses appropriation, is the more routine repair and maintenance work that is
necessary to realize the originally anticipated useful life of a fixed asset. Although non-
federal funds are often used to enhance the experience of the visitor in what would
otherwise be an ordinary exhibition space, federal funding is essential to fulfill a federal

obligation to revitalize the buildings.

Attachments
Attachment A: Smithsonian Organizational Chart
Attachment B: Smithsonian Highlights Fiscal Year 2011
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The Smithsonian Institution Traveling
Exhibition Service (SITES) continued to

sustain a high level of outreach activity. In fiscal
year 2011, SITES circulated 52 exhibitions to
492 venues in all 50 states plus the District of
Columbia, Guam, and U.S. military bases in ten
countries. They were viewed by approximately five
million visitors.

e SITES launched the National Museum
of African American History and
Culture exhibition Aint Nothing Like the
Real Thing on its national tour, as well
as launching the exhibitions American
Sabor: Latinos in U.S. Popular Music;
Farmers, Warriors, Builders: The Hidden
Life of Ants; Suited for Space; The Way
We Worked (five copies); and William H.
Johnson: An American Modern.

e The national tour of the SITES

exhibition Freedom’s Sisters was extended

Aint Nothing Like the Real Thing: The Supremes at the Apollo

to accommodate special showings at
locations associated with key moments

in Civil Rights history. In Jackson,
Mississippi, the exhibition took center
stage at 50th anniversary events honoring
returning Freedom Riders and Mississippi
Civil Rights icon Myrlie Evers-Williams.

Suited for Space

The National Science Resources Center (NSRC), a partnership between the Smithsonian and the
National Academies, remained active in promoting reform in the science curriculum through organizing,
hosting, and participating in a range of education conferences, professional development workshops, and
initiatives across the country and beyond. In this fiscal year, NSRC also

* Launched a pan-Institutional Science, Technology, Engineering,
Al't, and Mathematics (STEAM) Initiative for Smithsonian Smithsonian Institution

National Science Resources Center

educators with a workshop that drew 80 participants.

e Released six revised Science and Technology Concepts curriculum
units for secondary students: Experimenting with Forces and
Motion; Working with Motors and Simple Machines; Investigating
Circuit Design; Discovering Electrical Systems; Exploring the
Properties of Matter; and Experimenting with Mixtures, Compounds,
and Elements.

The Freer and Sackler Galleries’ Alice Tracy and Daisy Yiyou Wang led a
team of 18 Smithsonian colleagues to meet with over 80 Chinese museum
professionals at the American Association of Museums Annual Meeting

in Houston, Texas. After this event, Chinese visitors from 20 museums spent two days in Washington,

D.C,, seeing the Smithsonian and discussing future collaborations.

&A™ oo . . L
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The Smithsonian Center for Education and

Museum Studies (SCEMS) presented several

major education outreach offerings:

e In association with MIT’s Education

Arcade, SCEMS produced “Vanished,”
an online multiplayer game that engaged
more than 6,000 young people (and 3,500
adult observers) in scientific problem-
solving. Sixteen Afhiliates contributed by
offering game-related activities onsite.

e SCEMS launched “Scientists @ the
Smithsonian,” a web page designed to
interest young people in careers in science.

*  SCEMS presented multiple programs in the “Shout” environmental education series, sponsored
by Microsoft Partners in Learning.

* In partnership with the National Museum of American History, SCEMS hosted over 2,200
educators at its18th annual Smithsonian Teachers Night event, held in October 2010.

Information Technology

In December 2010, the Smithsonian launched a new version of its main website, Smithsonian.org/si.edu.
In addition to freshening up the site’s overall look and feel, improvements were made to help visitors

find content, both at the central Smithsonian website and through links to museum, research center,

and other program websites. The new site also incorporates an improved site-wide search feature; new
exhibition and Encyclopedia Smithsonian databases; translations into more than 50 languages through
Google translate; and a central location for all of the Institution’s social media offerings.

The Digitization Program Office completed two major steps in the Institution’s digitization program:

e The publication of Smithsonian Directive 610, “Digitization and Digital Asset Management,”
which sets forth the requirements for unit digitization plans
and digital asset management plans

*  Completion of an inaugural digitization count, which reports
that 13 percent of the Institution’s object collections items and
lots have been digitized.

°
A new Smithsonian Mall visitor mobile app was demonstrated to the [()(lfg nap
Board of Regents and the Secretary. It includes a mobile visitor guide

anl ATET B 12:09 PM 88% =

enhanced with museum content such as audio tours, exhibitions, Hoor
plans, events calendars, and collections searches. It also offers visitors
the chance to leave comments on their Smithsonian experience, ask
questions, and give tips to other visitors.

Leafsnap, the world’s first plant identification mobile app using visual
search, was developed by computer scientists from Columbia University
and the University of Maryland and botanist John Kress of the
National Museum of Natural History. It allows users to identify tree

species by taking a photograph of the tree’s leaves.

Smithsonian Fiscal Year 2011 Highlights 17 &

Smithsonian Institution



The Smithsonian Institution Libraries, in partnership
with Smithsonian Institution Scholarly Press,

has converted works from the Press’s Smithsonian
Contributions and Studies Series to digital formats
for use on Kindles, Nooks, and other e-readers. The
electronic formats, which are offered at no cost, will
eliminate the problem of maintaining physical stocks
and will expand access to this research.

Cooper-Hewitt launched the “Get Set in Style”
Facebook application that allows users to try on
virtually objects from the Cooper-Hewitt exhibition Sez
in Style: The Jewelry of Van Cleef & Arpels. This app is
the first of its kind for the Smithsonian Institution.

Major Construction, Renovation, and Facilities Projects

The completion of the final stage of construction at the
Steven E Udvar-Hazy Center in Chantilly, Virginia is

a major milestone in the history of the National Air
and Space Museum and the Smithsonian. The Museum
received the certificate of beneficial occupancy for the
Center in April 2011. The final phase of construction
has added 237,000 square feet of collections care space
to the facility.

A 2008 Memorandum of Understanding between the
Smithsonian and George Mason University (GMU)
pledged both parties to provide facilities to support a
joint conservation biology program for undergraduates
and professionals at Smithsonian Conservation Biology
Institute facilities in Front Royal, Virginia. Scientists
and educators from the Smithsonian and GMU donned
their hard hats for a groundbreaking ceremony on

June 29, 2011. GMU will build residential and dining
facilities funded through a $20 million state bond, while
the Smithsonian is renovating and expanding an existing
building to house classrooms, laboratories, and faculty
offices for a new education center.

Updated concept submittals for the National Museum
of African American History and Culture were made
in March 2011 to the Commission of Fine Arts and Concept illustration for the National Museum of African
. . . L. American History and Culture

the National Capital Planning Commission. Each
commission commented favorably on the evolution of the landscape and building design, commended
the Smithsonian for addressing earlier comments, and offered new comments to guide design

development. The Museum has now begun the concept phase of exhibit design with Ralph Appelbaum

Associates.
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The Arts and Industries Building shell project,
consisting of roof and window replacement
and upgrades to the building’s structure, began
on November 15, 2010 and is scheduled to be
completed by mid-fiscal year 2013.

The National Zoological Park’s seal/sea lion
exhibit is being revitalized to meet standards
for animal care and to improve accessibility.
Also at the National Zoo, the second phase of
the Asia Trail project—a new set of facilities
and habitats for the elephants—continued
through fiscal year 2011. Construction of the
new elephant barn and two of three outdoor
habitats was completed shortly before the

Interior work on the Arts and Industries Building beginning of the fiscal year and work continues
b

on the last habirtat.

The focus of a third phase of renovation at the National Museum of American History is on renewal of
three west wing public spaces. Data gathering, field surveys on existing conditions, and schematic design
have been completed.

The entire north ground floor of the main building of the National Museum of Natural History is slated
for renovation. The 15,500-square-foot west end of the floor will become a new learning center, and the
27,600-square-foot east end will house an expanded Smithsonian Early Enrichment Center, renovated
Smithsonian Institution Libraries facilities, an improved paleobiology laboratory, and a consolidated
facility support operations center.

The Smithsonian Environmental Research
Center is eliminating trailers that house lab
space and offices; renovating and reconfiguring
the Mathias Lab; and creating replacement
labs that meet national standards. The 85,000-
square-foot project employs sustainable
technologies and building materials that will
yield substantial reductions in energy and
maintenance costs.

Renovations have been completed on Pod 3 of
the Museum Support Center of the National
Museum of Natural History in Suitland,
Maryland, which will provide consolidated storage space for several types of collections, allowing the
Smithsonian to vacate leased properties and freeing up congested space in several museums. Transfers of
collections from four museums began in June 2010 and will take two years to complete.

The National Postal Museum, located in the historic Washington, D.C. City Post Office Building, has
been given 12,000 square feet of space and use of a central hall by the U.S. Postal Service. The project
will transform the new space into a philatelic center and a visitor orientation space. Construction is
slated to start in early 2012.

Artist’s conception of the renovated Mathias Lab
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The design for the Hirshhorn’s Seasonal Inflatable Structure by architects Diller, Scofidio, and Renfro
won a 2011 Progressive Architecture Award from the American Institute of Architects—one of the

highest honors in the field.

The American Recovery and Reinvestment Act of 2009 provided $25 million for repair and revitalization
projects not covered by fiscal year 2009 funding. All project contracts were awarded by the end of fiscal
year 2010, and final contractor payments were made by the end of January 2011. Contract closeouts and
final reporting occurred in May 2011.

The Smithsonian is committed to the strategic objectives and goals of Executive Order 13514, “Federal
Leadership in Environmental, Energy, and Economic Performance,” which set sustainability goals for
Federal agencies. In the third quarter of fiscal year 2011, the Institution submitted its 2011 Strategic
Sustainability Performance Plan (SSPP) to the Council on Environmental Quality (CEQ). The document
summarizes the Institution’s activities and successes during the prior fiscal year.

Conclusion

The increasing pace of globalization is bringing the world’s peoples closer together, which promises to
increase appreciation of other cultures and to open up new opportunities for scientific cooperation across
borders. At the same time, however, it is stoking international and intercultural tensions, and creating
global environmental challenges that can only be effectively addressed through huge, sustained, and
cooperative efforts among organizations and nations.

The Smithsonian is the repository of our nation’s values, icons, memories, and aspirations. It is a symbol
of America around the world. For over 160 years, the Institution has built its collections, conducted
and disseminated important research, and welcomed millions of visitors to its museums. In these
exciting but sometimes intimidating times, the Smithsonian has an important role to play by showing
the positive side of America to its own citizens and to the world; by helping the people of this nation

to better understand and appreciate the other cultures with which we share our planet; by engaging in
international scientific efforts to understand the natural world and to come to grips with climate change
and other environmental challenges; and by putting all of humanity’s efforts in perspective by exploring
the unimaginably vast dimensions and perplexing mysteries of our cosmos.
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