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Senate Consultative Committee Chairman Marcia Eaton convened a joint 
meeting of the SCC and UCBRBR with Vice Presidents Keller and Hasselmo at 
1:20 p.m. on Tuesday, August 26, 1980 in the Regents Room. Other SCC members 
present were Orhan Arkan, Julie Bates, Russell Hobbie, Bryan Jamison, 
Judy Nord, Douglas Pratt, Sue Pribyl, Paul Quie, Julie Sellgren, Donald Spring, 
Patricia Swan, Bruce Thorpe, John Verrill and Allan Ward. UCBRBR members 
attending were Robert Evans, Walter Johnson, Jack Merwin, Fred Morrison and 
George Sell. Also present were Vice President Clinton Johnson, Associate 
Vice President Al Linck, Assistant Vice President Cherie Perlmutter, 
Ed Thoma of the Daily, Jim Clark, and a KSTP camera crew. 

Professor Eaton apologized for having to call a meeting for this date, 
but said it was necessary if the SCC and UCBRBR were to have an impact on 
budgeting assumptions and planning documents. She turned the conduct of the 
meeting over to Vice President Keller, who outlined the planning process and 
described unit planning, and determining the amount of money units will have 
to carry out their programs,as comprising the crux of the exercise. 

Nils Hasselmo, Vice President for Administration and Planning, gave an 
overview of the planning calendar. In the fall of 1979 University units 
submitted planning documents which were updated in December. The current 
phase of planning will be finished by 1981 and is targeted for the 1983-85 
biennium. The administration, he said, must set budgetary limitations to 
make planning realistic. Since the administration wants units to be both 
visionary and realistic in their planning, units are asked to establish both 
a high target and a low target. 

Planning tries to arrive at a figure which indicates "appropriate" funding 
level for a unit. The internal data to develop that figure are student credit 
hours, the faculty/student ratio, the pattern and variations of annual funding, 
and the cost per FYE student by enrollment levels, which is the legislature's 
concept. The external data are from the Association of American Universities' 
data exchange, which aims at true comparability. University units are 
compared with accurate data for peer institutions. 

Vice President Hasselmo displayed a graph showing that aggregate unit 
budgets fall somewhat below the "appropriate" budgets. Planning has projected 
several budgets: Case 1/2 assumes the legislature will cut on the basis of 
one/half the FYE cost per unit as enrollment declines; Case 1 assumes the 
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legislature will cut on the basis of the full FYE cost per unit; Case 2 assumes 
the legislature will cut on the basis of the full average University FYE cost. 
The model on the graph serves as a starting point for discussions of a number 
of factors in developing unit plans. There will be no straight application of 
the model, but the application of the model will be tempered by a set of 
judgments. 

Professor Morrison, emphasizing the importance of marginal costs in each 
unit, asked the reason for assuming an FYE cut of 50% as adequate to cover 
marginal costs. Hasselmo replied that Planning is aware of threshhold effects 
in operating a unit and reiterated that there will therefore be no mechanical 
application of the model. 

Morrison's point, widely acknowledged in the meeting, is that there is no 
linear drop in costs associated with a drop in the number of students. Keller 
agreed it is true that there is no idea of what marginal costs in the aggregate 
ought to look like. But, he said, the University has to consider of what it is 
able to persuade the legislature. It is not useful to allow units to plan a 
six-year budget based on an "appropriate" budget when that is far above any 
reasonable expectation of funding. 

Professor Merwin observed that the legislature and the state executive 
branch have accepted the concept of the necessity to invest extra funds in 
public school districts which have suffered sharp enrollment drops. He wondered 
if they might be persuaded to allow the same kind of compensation for higher 
education. Professor Spring recommended adopting a strategy of persuading the 
legislature not to impose any formula on funding cuts related to enrollment 
decline until some specified level in that decline had been reached. He thought 
that approach would be easier to sell than the idea of "quality control." 

Keller said that the truth lies somewhere between the linear case of 
marginal costs and the constant case. Some incremental changes are legitimately 
related to cost reduction, and some are not. The planners are working on the 
aggregate case. 

Professor-Hobbie asked if Vice President Keller would try to document for 
----tlie leg~slature now the quality of education hasaiminished over the-last ten 

years because of retrenchment, 'to which Keller replied that he would do that 
every chance he got. Hasselmo said it can be shown that many units of the 
University have been carrying out instruction and research at budget levels 
considerably lower than at comparable institutions. Professor Swan asked if 
the graph was modeled on the University's current mix of programs, and was 
told that it was. 

Hasselmo said there are many other considerations than trying to bring every 
unit to its "appropriate" budget level. If one unit is "appropriately" funded 
while others are under-funded, there is serious effort to keep it up at that 
level while trying to raise others. On the other hand, he said, it would hardly 
be worthwhile to make the effort to raise budgets which would almost immediately 
decline again because of predictable enrollment drops. The fact of a unit's 
being on the verge of national eminence will affect what is sought for it; 
the budget for a unit whose strength is waning might be conversely affected. 

Keller said the administration can ask a unit to make choices among the 
things it is doing to enable it to do those chosen things well, when to fund 



8/26/80 p. 3 

all its efforts appropriately would not be affordable. He said there are a 
number of units in which the central administration is suggesting changes in 
internal configuration, the unit's relations to other units, and so on. 
Professor Swan asked if Keller could state some of the principles which have 
guided the administration in drawing up such recommendations to the units. 
Keller responded: quality; the potential for development in the next several 
years; its value for society in the current context; its value for students; 
uniqueness as a necessary but not sufficient condition. 

Hasselmo said that he and his colleagues want to see planning as an 
ongoing interaction between the units and central administration. He mentioned 
several discoveries they have made from the AAU data exchanges, particularly 
the comparatively very large class sections Minnesota tends to have. 

Professor Eaton asked the vice presidents to describe how they grade a unit. 
The vice presidents said they gain the cooperation of each unit on whom they 
see as their peer units for comparison. They look at the aggregate of data 
available. If all the sources are in general agreement, the administration 
can make judgments from them, even if the department members themselves disagree. 

Hasselmo acknowledged that the 1985 budget targets may have to be adjusted 
in light of the current budget difficulties. He invited the comments of SCC 
and UCBRBR after responses come in from the units on the budgeting assumptions. 
In the spring of 1981 the vice presidents will write up memoranda of understanding 
for the units through 1985. The "appropriate" budget will be used as a starting 
point in determining the "high" target for a unit; base 1/2 in determining 
the "low" target. He said that it does not seem feasible to ask the units 
to plan for a catastrophic low level of funding. 

Keller said the administration sees a number of factors that can influence 
funding, including legislative sensitivity to marginal costs and the need to 
convince the legislature that the University is a real bargain to the state. 
We cannot, he said, ask a unit to plan for its own termination. 

Morrison cautioned the vice presidents against building unlikely expectations 
which would, when they are disappointed, create other problems. Hasselmo 
acknowledged the warning but added that, on the other hand, the University 
must not create self-fulfilling low expectations. 

Jim Clark asked where the University now stands on replacing federal 
capitation money with state money. Assistant Vice President Perlmutter reported 
that the University is holding about even. If the current state special on 
this item should not be approved, the University would fall behind. Associate 
Vice President Linck reminded the group that the amount of federal grant money 
in some colleges, particularly the College of Biological Sciences, makes a 
considerable difference in the budgeting. 

The meeting was adjourned at 2:45 p.m. 

Respectfully submitted, 

ltuu dli"-.£' fl~ 
Meredith B. Poppele, 
Secretary, SCC 
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Special Meeting with the President 
of SCC, UCBRBR, Vice Presidents, Deans, and Unit Heads 

August 26, 1980 

At 11:00 a.m. on Tuesday, August 26, 1980, in closed session in the 
Regents Room, President Magrath convened a special meeting with the vice 
presidents, deans, unit heads, the Senate Consultative Committee and the 
University Committee on Biennial Request and Budget Review for discussion 
of the financial crisis thrust upon the University. SCC members present 
were Orhan Arkan, Julie Bates, Marcia Eaton, Russell Hobbie, Bryan Jamison, 
Judy Nord, Douglas Pratt, Sue Pribyl, Paul Quie, Julie Sellgren, Donald Spring, 
Patricia Swan, Bruce Thorpe, John Verrill and Allan Ward. UCBRBR members 
present were Fred Morrison, George Sell, Jack Merwin, Robert Evans, and 
Walter Johnson. 

The President's purposes were to lay out the problem, make a statement 
about it, and offer an analysis of some of the leading options to deal with 
it. He described the $14,130,900 loss to the University budget as a very 
severe problem which hurts and is going to continue to hurt. He said he 
believes "we have the intelligence and responsibility to deal with the 
problem in such a way as to keep our fundamental operations intact and 
preserve the core of the University." He added that the Regents have, under 
the state constitution, responsibility for setting policy. 

Vice President Keller projected three working documents from the budget 
executive. The first defined the problem: 

State appropriation to the University 

Excluded from the cuttable base 
(determined by the governor): 

Instructional salaries 99,003,700 

Instructional supplies (80%) 1,794,720 

Patient care--educational offset 3,023,090 

Education portion of specials 12,491,463 

$232,463,700. 

Net non-excluded base $116,150,700. 

The mandated reduction is 12.1% of the non-excluded 
base (a figure 6.08% of the total state 
appropriation for the current fiscal year): 

14,130,900. 
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Moreover, the University is required by law, quite apart from the state 
shortfall in revenue, to absorb on January 1, 1981 a cost of living 
increase for civil service employees totaling $1.8 million. 

(Included throughout these minutes are a number of remarks made by 
President Magrath and Vice Presidents Keller and Kegler in response to 
questions and comments from deans, unit heads, and SCC and UCBRBR members.) 
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The "education portion of specials" was determined by the Finance Commissioner, 
and was defined largely as instructional salaries, while the University would 
have chosen a more expansive definition. Discussions as to what is to be 
included and what excluded from the cuttable base are at an end. The state 
view was apparently to exclude only those items with an immediate bearing on 
instruction, while items included are those the state saw as delayable or 
deferrable without an immediate impact on instruction. Library salaries are 
not, by the state's definition, in the instructional base nor, by implication, 
are library acquisitions protected. The fact that research is not excluded 
from cuts is particularly acute for the Graduate School, where research and 
instruction are clearly inseparable. 

The second projection screened stated the administration's guidelines: 

1. Protect direct instructional budgets. 

2. Minimize impact to those activities that integrate teaching and 
research and/or have significant effect on the University mission. 

3. Limit impact on other research or service activities which have 
no alternative sources of support to 12% of non-excluded base. 

The President said the University cannot absorb a $14 million cut in 
FY 80-81 without real impact. Vic~~President Keller p~inted ou~that an 
implication of the 12% overall::cut requirement is that, to the extent the 
University decides to-cut less than 12% in certain areas, --it must either cut 
an even higher proportion elsewhere or find other sources of money. 

In response to the question of what the administration has added, under 
its guidelines, to the protected category, the President stated that the 
University's definition of instruction is broader than it is in the minds of 
many others. The administration feels that more than direct instruction must 
be protected. They will try to protect research-related educational activities, 
while recognizing that each faculty member feels his or hers is essential. 
He and Keller agreed that there has not yet been time to specify which would 
be protected. In response to the question of whether a category is untouchable 
if the governor has labeled it excluded, the President replied "No." 

The President was asked whether the money was gone forever, or might 
sometime be restored. The governor has said that if the money comes in, it 
will be restored to the University and state agencies; any such money might 
come about next June. 

The third document displayed listed the University's possible approaches 
to achieving the required reduction and recovery: 
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A. Budget reductions 

Item Base 

State specials 37,673 

0 & M 

Colleges 150,000 
(includes tuition) 

Academic 
service units 15,000 

Instructional 
support 67,000 

Budgeted 
research 5,000 

Service 600 

Student 
services 7,000 

Cut 25% of travel, printing 
and duplicating costs 

B. Reserves and soft funds 

Tuition reserves 

General reserves 

Academic Affairs 

Health Sciences 

Exclusions 

12,491.9 

99,000 

2,000 (?) 

1,350 

650 

Central year-end reversions 

Carry-forward funds: 
Central 

Summer Session 

up to 

C. Additional income 

% Reduction 
in base 

8.9 

Dollar 
reductions 

($1000's) 

2,250 

up to 2.2 up to 2,000 

1,000 

up to 5,250 

0-500 

500 

75 

25 

400 

140 

85 

1,725 

up to 6,975 

Tuition surcharge 4,000-6,000 
(regular, winter and spring 
Extension - credit, 
Extension - non-credit) 

Land sales up to 5,000 

7,000-11,000 
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The administration thinks that with a package something like the above, the 
University could recover the lost $14.1 million. The President expressed 
regret at these options but said they have to be considered. V. P. Keller 
described them as a balance among unpleasant options. The President 
emphasized that the suggestions were very tentative and that he was not making 
a proposal at this time. He intends to have formal proposals available by 
September 3. They will not be exact, but rather represent an approach, 
perhaps with some options, to present to the Board of Regents. 

A $30 tuition surcharge, if imposed for daytime students in winter and 
spring quarters of 1981, would generate about $3 million. Other categories 
of students would also be assessed a surcharge, raising the total. $30 is 
about 10% of current tuition. Tuition rose by 7% in each of the last two 
years. 

Retirement of bonds and investments has not been recommended as a source 
of income because almost all funds from such sales would have to be dedicated 
to the purposes for which they were originally specified. There would be 
very little flexibility with those funds and probably no more than $1 million 
would be unencumbered. 

No land has been specified for possible sale. Examples of the land which 
could be considered include extra land at Rosemount, St. Paul experiment lands, 
the golf course, University Grove, Gleensheen, and Castle Danger. The President 
said he is convinced the University cannot solve the problem simply by selling 
off lands, but that some land sale makes sense as part of the total package. 

There was considerable discussion over the different approaches and ways 
of thinking to take depending upon whether this course represents a temporary 
or an extended financial situation. The President reviewed the state request 
of last spring for a contingency budget which asked for a budget showing the 
University operating on 90% of its current $232,000,000 state funding, and 
he said the University has continued to resist this request by describing 
instead the consequences of such a reduced budget. The University obviously 
does not want to submit to paper a description of how it could operate on such 
a budget. He said that he did not know if the current situation represents 
the future, but is essentially optimistic about the state and the kind of 
support it gives to higher education. Yet certainly, he admitted, fiscal 
resources from the state are going to be very hard to attract in the next 
couple of years, as they have been in the past couple of years, and the 
University's internal planners keep that fact in mind. Vice President Kegler 
described as highly optimistic the projections outside consultants have made 
for the state as to the future course of the national economy. He also noted 
that the effects of the state cuts, particularly on local public school aid, 
are going to generate considerable political pressure, of which the legis
lators yet have little appreciation. 

An SCC member observed that the University has been retrenching for ten 
years and that furthermore, the governor's stance on spending and taxation 
seems popular in the state. He asked if it was not time the University did 
something dramatic to alert the state to the consequences of cuts. Keller 
responded with two points. First, there will be a lot of pain in the state, 
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and hence a lot of politcal "fall-out" because of these cuts. Second, what 
the administration is free to do in its budgeting is very different from what 
it can do in the middle of a fiscal year with contractual obligations. President 
Magrath addressed the morale issue, saying he thinks it would be devastating to 
students and faculty for the University to close a campus or a college. If 
the administration knew this crisis were going to recur, they would have to 
consider cuts of that type. Kegler added that because of contractual agree
ments in effect for all colleges and campuses, a dramatic cut would, in the 
first year, actually save only energy costs. 

It was suggested by a dean that the business-like approach to this problem, 
if it were a one-time phenomenon, would be to borrow to diminish the effect of 
the cut. The current situation seems to necessitate a cut in programs and 
services. Could the legislature give assurances as to the temporary nature 
of the diminishment of resources? The President acknowledged that the University 
could conceivably borrow, but would have to know how it was going to repay. 
There are no reliable revenue projections for the state at this point. 

Academic support systems, including the libraries, were described by an 
UCBRBR member as having been and continuing to be a major concern of the 
faculty. Yet the effect of forbidding cuts in one or more areas means the 
percentage cuts have to be very large in other areas. Magrath and Keller 
emphasized that they would not cut the libraries. 

Questioned on enrollment projections, the President said that currently 
the mid-range projections appear to hold. The negative impact of a relatively 
small surcharge is small for full-time students, but may not be small for 
other categories of students. 

Kegler described the situation of other Minnesota institutions of higher 
education as far less flexible than that of the University. They have fewer 
resources, lack investments and land. They are freezing every non-contractual 
expense possible and face, more than the University, lay-offs and leaving 
vacated positions unfilled. They are not, however, giving much consideration 
to a tuition surcharge. 

A student SCC member asked if two itemized proposals could be prepared 
for student review, giving students the opportunity to see what they would 
be buying with a surcharge, and to consider if it was worth the cost to them. 
The President responded in general terms that the students are buying the 
preservation of the present instructional quality. Keller added that, more 
specifically, the administration has tried to protect TA positions, library 
acquisitions, and secretarial help in the departments, all of which affect 
the quality of instruction. To replace the $4 million with a tuition surcharge 
could yield, the administration would have to cut drastically. In the long 
run, he said, eliminating the above items would mean the students getting a 
good deal less for their money. 

One dean voiced his concern that the University intends to dip into its 
capital to liquidate an operating cost, with no way to regain the capital. 
Reserves and land gone would be gone forever. He recommended borrowing against 
the land and amortizing the debt as a legislative budget item over time. 
Another said the University should consider amortizing a debt by continuing 
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indefininitely a tuition surcharge (despite the fact that tuitions will 
probably rise apart from this anyway). 
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Another dean reminded the administration that the colleges are counting 
on the reversion funds. The President said he hoped he would be able to 
release those funds to the units shortly following the September 4-5 Regents 
meeting. He hopes by mid-September to be able to announce a clarification 
on his freeze on non-instructional hiring: whether or not it is lifted and 
what the guidelines are. 

The dean of CE&C addressed the impact there in the coming biennium: if 
the state special request to hold CE&E tuition level is rejected, that tuition 
will have to go up. In CE&E, when tuition goes up, enrollment goes down. 

A dean asked the President if it would be possible, because of existing 
sensitivities, for him to discuss with deans and unit heads prior to publishing 
his proposal, what the effects would be upon their units. President Magrath 
said that the vice presidents would be doing that over the next several days. 
The discussions may be by means of telephone conversations, and may be in 
general terms. Keller said everyone is going to be hurt. The vice presidents 
can talk with the deans about how to cope with the cuts, and find out what 
level of cut is achievable, and what is equitable. 

Duluth asked whether the part-time help they routinely hire for registration 
(next week), followed by temporary part-time student help in the libraries, is 
forbidden by the Freeze. Magrath and Keller replied that only student part-time 
help would be allowed. A dean spoke to the essentiality of some positions and 
their functions, saying there are varying degrees of intensity of pain in 
leaving various positions unfilled. The President and Vice President Kegler 
acknowledged there is some room for exceptions, which should be appealed to 
the appropriate vice president, but that basically the freeze is absolute at 
least until following the September 4-5 Regents meeting. 

The meeting concluded at 12:40 p.m. 

In the interim preceeding the SCC/UCBRBR meeting with Vice Presidents 
Keller and Hasselmo, some committee members offered reactions to the above 
session. Professor Morrison described diminishing the University's capital and 
viewing this crisis as temporary as both erroneous. Professor Pratt spoke of 
the danger of losing students to other state institutions. Professor Swan 
asked for examples of what the administration is determined to protect and 
what not to protect of items not excluded by the state from the cuttable base. 
Keller replied that they are trying to protect those that relate the most to 
instruction. Professor Spring said his reaction to the presentation was very 
favorable; he senses the vulnerability of UMM. Bryan Jamison asserted his 
wish to see the $1 million or so of unencumbered investments sold before any 
land is sold. Keller remarked that while it is bad to sell either, selling 
land is slightly less bad. The land yields no revenue. When the University 
sells an investment, it loses the income as well as the principle. Regarding 
earlier suggestions favoring borrowing, he asked if people were willing to 
diminish future 0100 budgets. He thought it highly unlikely the legislature 
would in the future appropriate money for the University to repay debts so 
incurred. Professor Sell suggested a smaller tuition surcharge spread over 
several years. Professor Verrill spoke in favor of the sale of unused land. 

mbp/SCC sec. 


