
Minutes* 
 

Faculty Consultative Committee 
Thursday, April 7, 2011 

1:00 – 3:00 
238A Morrill Hall 

 
 
Present: Kate VandenBosch (chair), Peter Bitterman, Elizabeth Boyle, Thomas Brothen, Colin 

Campbell, Nancy Carpenter, Carol Chomsky, Chris Cramer, Shawn Curley, Nancy 
Ehlke, Janet Fitzakerley, Marti Hope Gonzales, Michael Hancher, Russell Luepker 

 
Absent: Melissa Anderson, Caroline Hayes, Jeff Kahn, Jan McCulloch, Michael Oakes, George 

Sheets 
 
Guests: Sarah Waldemar, Steven Pearthree (Council of Academic Professionals and 

Administrators), Don Cavalier, Frank Strahan (Civil Service Committee), Gavin Watt, 
Professor Fred Morrison (Benefits Advisory Committee), Vice President Carol Carrier, 
Dann Chapman, Jackie Singer (Employee Benefits) 

 
Other: Jill Christenson (President's Office) 
 
[In these minutes:  (1) proposals for changes to health benefits; (2) proposals for changes to the Faculty 
Retirement Plan; (3) discussion with President Bruininks; (4) committee discussion of benefits changes] 
 
 
1. Proposals for Changes to Health Benefits 
 
 Professor VandenBosch convened the meeting at 1:00, welcomed Mr. Cavalier, Mr. Pearthree, 
Mr. Strahan, and Ms. Waldemar, and turned to Mr. Chapman, Professor Morrison, and Mr. Watt to 
discuss proposals for changes to employee health benefits. 
 
 Mr. Watt explained that he is chair of the Benefits Advisory Committee (BAC), the charge to 
which is almost entirely devoted to health benefits issues (because retirement issues are handled by other 
groups).  BAC is not a Senate committee; it is unusual in that all employee groups, including bargaining-
unit employees, are represented.  BAC also has three representatives on the Administrative Working 
Group, the body that has oversight responsibility of the UPlan as charged by the President.  The 
Administrative Working Group brought proposals to BAC with the explanation that employees must 
absorb a 5% reduction in their benefits package to help deal with the budget problem; that 5% would save 
about $12 million per year in the 2012-13 biennium. 
 

Mr. Watt began by distributing copies of a set of PowerPoint slides and briefly noted the budget 
situation that requires consideration of changes to benefits.  The total budget challenge for 2011-12 is 
$112.5 million, given potential reductions in state funding and unavoidable cost increases.  At the same 
time that BAC has been dealing with proposals dealing with benefits changes, it has participated in the 
UPlan's (the University's health-care benefits plan) Request for Proposals (RFP) process.  He noted that 
the UPlan is a major cost for the University; the medical plan alone costs more than $200 million per 
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year.  University purchasing policy requires that they "test the market" every six years by issuing an RFP 
for medical plans (the current contract is for 2006-2011).  Professor Morrison is chair of the RFP 
committee, former BAC chair, and member of the Finance and Planning Committee, Mr. Watt explained, 
and would discuss the RFP process and results. 

 
Professor Morrison explained that the RFP process is for the Medical Plan Administrator, which 

contracts with providers, pays claims, issues membership cards and responds to coverage questions, and 
keeps payment records (so the University does not have these records itself).  For 2006-2011, the medical 
plan administrators have been HealthPartners and Medica.  The selection committee received five 
proposals as a result of the RFP process and selected four for final interviews.  On the basis of the 
proposals presented, the committee unanimously chose Medica to be the sole plan administrator. 

 
By selecting a single administrator, the University can save over $14 million over six years, or 

about $2.2 million per year.  They fully expect that HealthPartners clinics will continue to be available as 
part of the UPlan.  They are working with HealthPartners and Medica to ensure this is so; the 
HealthPartners clinics will be priced on the basis of contracts that HealthPartners is willing to provide.  
The issue will be price and will depend on the contract HealthPartners signs with Medica.  Professor 
Morrison said that the only business Medica, Blue Cross, and others are in is plan administration; 
HealthPartners, in contrast, is in two businesses, plan administration and the operation of clinics.  

 
Professor Chomsky asked if Medica is the one that enters contracts with providers, how can BAC 

be sure that HealthPartners clinics will be part of the UPlan?  They are leaning on Medica and 
HealthPartners, Professor Morrison said, but in the end, they have to sign a deal.  Medica has indicated it 
is open to an agreement with HealthPartners and will place their clinics in the plan where HealthPartners 
prices them.   

 
Why are some administrators cheaper than others, Professor Luepker asked?  The cost of 

administration, the extent of automation, and a number of other factors affect their costs, Professor 
Morrison said. Professor Luepker asked if the change in plan administration would mean a diminution of 
services.  Professor Morrison said that about 40% of the points awarded to proposals in the bid process 
were awarded on price and about 40% were awarded on the quality of service—they looked at both.   

 
Professor Brothen inquired what HealthPartners would not be getting as a result of this 

decision—the $2.2 million per year?  That is correct, Professor Morrison said.   
 
Professor Carpenter asked what percentage of University employees use Medica.  About two-

thirds, Professor Morrison said.  In the base plan, it is about half, Mr. Watt added. 
 
Mr. Chapman took up the cost-savings recommendations for the UPlan and noted that the options 

are based on discussion with BAC.  He reiterated the point that the University expects a cost savings of 
5% of the UPlan expenses, which would be about $12.7 million the first year and $10.5 million per year 
thereafter.  The numbers could change depending on the outcome of the legislative process.  BAC can 
also recommend changes to the original proposals from the Administrative Working Group if the total 
savings remain at the same level. 

 
The initial recommendations from the Administrative Working Group were these (savings in 

millions of dollars for 2012 and 2013): 
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       2012   2013 
       savings  savings 
 
Employee medical premium change from 
15% to 20% for family tier, 10% to 13.5%  
for employee-only tier     12.35  13.23 
 
Protection for lower-paid employees— 
medical premiums capped at 8% of pay   (1.95)  (2.45) 
 
Copays and out-of-network deductibles 
increased      2.29  2.29 
 
Current $65 Wellness Rewards continued 
in 2012, discontinued in 2013      ---  1.09 
 
Premium reduction of $400/employee/year 
if Wellness point targets achieved     ---  (3.60) 
 
Total savings      12.69  10.56 
 
They are thinking about a larger investment in the Wellness Rewards because there is a clear return on the 
investment, Mr. Chapman explained, most of which come from disease management.  The plan would 
include initiatives like what are already offered (and would start in 2013).  Professor Luepker commented 
that the premium changes are really 33-35% increases. 
 
 BAC offered comments on this set of proposals: 
 
1.  Increases in premium dollars are high for family tiers.  Can we reduce them?  (Because when the 
premium increases are a percentage, those in the family tiers see larger dollar increases.) 
2.  No dental premium increases were suggested.  Can we do that and eliminate some copay increases?  
(Increasing the dental premiums would provide about $1.9 million to offset increased in medical 
premiums.) 
3.  Are there other ways to provide protection for lower-paid employees? 

--  Salary-based premiums (i.e., base assumptions of income on salary only) 
--  Household income (i.e., determine household income to decide if someone is "lower-paid") 

4.  Assure Wellness Program operates fairly, so employees with health issues are not disadvantaged. 
 
 Mr. Chapman told the Committee that the Administrative Working Group presented three 
possible premium structures: 
 
1.  The original proposal, for an even percentage increase. 
2.  An alternate proposal:  an even dollar increase (which recognizes that this is a budget problem, not a 
health-care problem); this would mean dividing the $12 million to be saved by the number of employees 
in the UPlan (18,241), or a $26.04 increase per employee per paycheck. 
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 Option 1  The even-percentage premium increase leads to the following schedule (Medica 
Elect/Essential); inflation in health-care costs is assumed to be 7.5%: 
 
   2011 rates Inflation Budget-driven 2012 rates % increase 
       Increase   '11 to '12 
 
Employee only  25.40  1.60  9.10  36.10  42% 
Employee +  
  Spouse/partner  81.60  4.90  29.00  115.50  42% 
Employee + 
  Child(ren)  66.00  4.03  23.47  93.50  42% 
Employee + 
  Spouse + child(ren) 109.30  6.56  39.34  155.20  42% 
 
 Option 2  The even-dollar premium increase leads to the following schedule: 
 
   2011 rates Inflation Budget-driven 2012 rates % increase 
       Increase   '11 to '12 
 
Employee only  25.40  1.60  26.04  53.04  109% 
Employee +  
  Spouse/partner  81.60  4.90  26.04  112.54  38% 
Employee + 
  Child(ren)  66.00  4.03  26.04  96.07  46% 
Employee + 
  Spouse + child(ren) 109.30  6.56  26.04  141.90  30% 
 
This results in a much lower percentage increase for family coverage but more than doubles the 
employee-only premium. 
 
 The Administrative Working Group also proposed a middle ground schedule that would 
incorporate reductions in medical premiums by increasing dental premiums, but BAC was not fond of the 
option, Mr. Chapman reported.  His sense is that BAC members are leaning toward supporting Option 1. 
 
 The proposed copay increases are these (with annual savings in millions of dollars): 
 
Increase Rx copays (Generic Plus from $8 - $10, Formulary 
  from $25 to $30, Non-Formulary from $50 to $60)   1.09 
Increase office visit copays ($11 to $15, $25 to $30, 
  depending on plan choice)      .95 
Increase ER copay if not admitted ($75 to $90)    .10 
Increase Walk in Clinic copay ($5 to $10)    .02 
Increase MRI/CT scan copay ($25 to $30)    .05 
Increase out-of-network deductible (individual $500 to $600, 
  family $1000 to $1200)      .08 
 
Total copay savings, original proposal     2.29 
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Mr. Chapman reported that BAC appears to be leaning against increasing the office visit copay from $11 
to $15 because it especially hits employees and dependents with health conditions that require frequent 
visits (e.g., physical therapy). 
 
 The possible dental premium increases would be these.  The employee-only tier increases from 
10% to 13.5%; family tiers increase from 40% to 54%, and the total 2012 savings would be about $1.9 
million. 
 
    2011  2012  $ Increase 
 
Employee only   1.60  2.15  0.55 
Employee + spouse/partner 13.40  18.05  4.65 
Employee + child(ren)  15.25  20.60  5.35 
Family    21.35  28.85  7.50 
 
BAC has pointed out that the dental premium could be increased and the first two medical copay 
increases eliminated.  This simply moves employee dollars from one place to another, Mr. Chapman 
observed. 
 
 Mr. Chapman referred next to a slide addressing the issue of protection for lower-paid employees. 
 
--  Protection for lower-paid employees is a primary University objective 
--  University prefers to provide protection based on University income versus household income, 
pending detailed release of detailed Affordable Care Act regulations 
--  Significant hits to all employees, including higher paid employees already proposed / reluctance to 
move to salary-based premiums 
 
The primary way they are talking about doing this, Mr. Chapman said, is to use the health-care reform 
vehicle required in 2014 to determine if an employee is paying too much.  The University wishes to avoid 
sending employees into the market with vouchers (federal law will require this if employees are required 
to pay more than 8% of salary for health care) because the coverage will not be as good as what the 
University offers employees and because it does not want to pay the cost of the vouchers.  So they 
recommend an 8% cap, so employees would not be offered a voucher, and to adopt it two years early 
because of a concern about protecting lower-paid employees from increasing costs and especially with the 
lack of salary increases.   
 
 Professor Cramer asked if there will be a cap irrespective of coverage tier.   There is and there 
isn't, Mr. Chapman said.  Very few employees with employee-only coverage would bump up against the 
8% limit.  In the fourth tier, family coverage, a salary slightly over $50,000 is required to avoid the 8% 
limit.  Professor Bitterman asked about the number of employees who hit the 8% limit.  There are 2574 
individuals who would do so if they model using only the employee's salary, not household income.   
 

Professor Bitterman said he knows of a number of cases where the University employee is 
relatively low-paid but whose spouse makes a great deal more money.  Mr. Chapman said there was an 
impassioned discussion about those cases at BAC, with some saying it is not fair that such individuals 
should receive a subsidy for their health care in order to stay below the 8% cap.  The University is 
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keeping open the option of considering household income, but doing so would require a lot of 
administrative paperwork—and they are not sure the University has the legal right to charge employees 
for health care based on household income.  They have outside lawyers looking at the question. 
 
 This is a big issue, Professor Morrison said.  If the decision is made on the basis of the 
employee's University salary, a computer can do it.  If the decision is based on household income, the 
University will have to obtain W2 statements, tax forms, etc., which would necessarily create another 
layer of bureaucracy. 
 
 Professor Cramer asked about the pattern of prescriptions given.  The vast majority are Generic 
Plus, Mr. Chapman said—well over 70%.  But even though generic use is so high, brand-name drugs 
account for 74% of the cost of prescriptions in the UPlan.  Could they adjust the ratio between the 
generics and the others, Professor Cramer asked?  In the ordinary way they model benefits, Mr. Chapman 
said, they provide incentives to use generics but they do not make it impossible for people to obtain 
formulary drugs. 
 

Professor Morrison said that one possibility would be to move brand and non-formulary drugs to 
co-insurance, under which one would pay a percentage of the actual cost of the drug, rather than copays.  
That would have a dramatic effect, because generic drugs tend to cost about $20 for a month's supply, 
while brand name drugs can be $150 a month or more. 
 
 Drug issues are complicated, Professor Chomsky said, and people sometimes cannot just choose 
the cheaper drug.  This can be difficult to manage on an individual level.  They fully appreciate that, Mr. 
Chapman said, and they try to simplify things as much as they can.  They hope that the University's new 
pharmacy benefits manager will do a better job than has been done in the past.  This emphasis on generics 
is important because the UPlan saved about $55 million over the last five years by increasing the use of 
generic drugs (from 50 to 75%); if that had not occurred, everyone would be paying more. 
 
 Even with these savings, Mr. Watt said, the UPlan has a good pharmacy program.  It has Generic 
Plus, which means that if there is no generic version of the drug someone needs, the copay will be for a 
generic.  Unusually, the University prices specialty (and typically expensive) drugs at low cost because 
they believe people really need them.  If there were a move to co-insurance, employees could see huge 
out-of-pocket costs.  Internal University experts on health care have made enormous contributions to 
improving the quality of this service.  Most benefits managers have never heard of this Generic Plus 
option, Mr. Chapman commented. 
 
 Professor Cramer observed that in the potential $400 reward for achieving wellness points, they 
are "tripling down" on the wellness program.  Is there evidence of the elasticity of the demand?  They are 
working with the Wellness vendor, Mr. Chapman said, and they may not need to make the reduction 
$400; perhaps it could be $250 and the additional money could be used for individual incentives or in 
other places.  That will be reconsidered, and they will continue to monitor the return on the investment to 
make sure the UPlan is not overspending. 
 
 The Committee must focus on what will be brought to the University Senate, Professor 
VandenBosch said, in order to give the University community time to come to terms with the changes.  
How would the contributions of the Senate be used?  What strategy will ensure a good Senate discussion? 
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 Mr. Chapman said they started the discussion early and went outside BAC to other consultative 
bodies (e.g., the Senate Committee on Faculty Affairs), something they do not usually do.  They have a 
considerable amount of time before a decision needs to be final; they will not actually set the rates until 
the middle of summer.  He was informed that the UPlan had to contribute about $12 million toward 
solving the University's budget problem, so that part of the matter was not open for debate.  But the 
distribution of costs between premiums and copays and generally how to accomplish the savings is open 
for discussion.  One message from BAC was in essence that "this stinks, and the University should not do 
it, but since you asked us. . . ." 
 
 The administration usually listens to BAC, Mr. Watt said.  He commented that when Mr. 
Chapman says "savings," he means savings for the University; the University is saving itself money by 
shifting costs to staff and faculty.   They will listen to what is said at this meeting, at what is said at the 
Senate, and they will also go to CAPA and the Civil Service Committee.  After that, BAC will make a 
formal recommendation to the Administrative Working Group.  The general sense of BAC is that this is 
an insurance plan and that everyone is in it together, and their general approach is to distribute costs as 
fairly as they can across the pool of employees and mollify what happens to individuals.  They might say, 
for example, that they do not believe there should be a 40% increase in copays and that something else 
should be increased instead. 
 
 Professor Morrison agreed that BAC will need to be flexible through the middle of summer 
because it is likely the University's budget will need to be flexible up to that time, given the events in St. 
Paul.  What they would like to receive is general advice, not specific numbers.   
 
 Part of the reason for the increase in the copays that was first proposed was keeping in mind the 
public perception that the University's benefits appear to be too high, Mr. Chapman said.  $25/30 office 
visit copays are usual elsewhere, so even $15 may seem low to some.  There is a good message in terms 
of public perception, however:  University employees are picking up over $12 million in additional 
health-benefit costs. 
 
 Professor Bitterman suggested that when they present the issues to the Senate, they identify the 
handful of issues where decisions must be made. 
 
 Professor VandenBosch thanked Mr. Chapman, Professor Morrison, and Mr. Watt for the 
presentation and information. 
 
2. Proposals for Changes to the Faculty Retirement Plan 
 
 Professor VandenBosch turned next to Vice President Carrier and Ms. Singer to present proposals 
for change to the Faculty Retirement Plan. 
 
 Vice President Carrier began by thanking Ms. Singer and Mr. Chapman and others in Employee 
Benefits who had worked so hard on these issues.  She said that the University created an extra structure 
with the establishment of the BAC; most peer institutions have nothing like it, with all employee groups 
represented.  BAC meets every few weeks and there is no holding back in the expression of opinions.  
BAC has had extraordinary leadership, including both Professor Morrison and Mr. Watt, and the group 
has led the way to significant improvements in benefits at the University.  What has also served the 
University well is that it, more than almost any other place, relies heavily on its own internal experts, such 
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as several in the School of Public Health.  They provide analyses, critiques, and check results.  "Vendors 
will tell you anything," she observed, but these faculty members will not. 
 

Dr. Carrier distributed copies of a one-page handout that summarized all of the annual savings 
and cost avoidance to the University that have come from the employee "bucket." 
 
--  Salary:  assume 0% instead of a 2% increase; savings to the University of $40 million. 
--  Retirement:  assume a change for new employees; savings to the University starting at $3.3 million per 
year and increasing thereafter 
--  Redesign of health care:  $12 million savings per year starting in 2012 
--  Retirement Incentive Option:  open now, it ends May 15, and will save the University about $8.5 
million per year (assuming that past RIO results are repeated); the money stays in the units 
--  Programs to voluntarily reduce appointments:  saved about $1.5 million in 2011 
--  Work redesign efforts:  the savings vary, but involves reducing steps by simplifying processes, 
avoiding duplication, and maximizing the use of technology. 
  
 As for the Faculty Retirement Plan (FRP), it is a good plan, Dr. Carrier said, and with the 
financial situation the University is facing, plus the scrutiny that benefit plans are receiving both 
internally and externally, it was necessary to take a look at it. 
 
 Ms. Singer began by explaining the history of how the contributions got to the level they are, 
13% from the University and 2.5% from employee, and noted that they have been at that level since 1992.  
The contribution levels have recently received considerable attention from taxpayer groups, legislators, 
and the Board of Regents because it seems rich.  When one looks at comparison groups (in the case of 
both defined-benefit and defined-contribution plans), and look at the money that goes in and the money 
that comes out (the replacement ratio—the percentage of income earned while working that is replaced by 
the retirement plan), the FRP is about in the middle, at 61%.  It looks rich because of the balance between 
the University's contribution and the faculty/staff member's contribution.  At Michigan, faculty contribute 
5%, the University 10%; at the University of Washington, faculty and the institution contribute between 5 
– 10%.  Ohio State is at the high end of the spectrum—but employees there do not pay Social Security.  
Florida is at the low end, but even there the replacement ratio is 56%, which is not inadequate. 
 
 When the issue was brought to her, they went through a lot of models.  They originally thought 
that the University contribution should perhaps decline by 3 percentage points and the employee 
contribution should increase by 3 percentage points, and the University could increase salaries by 3% to 
make up for the increased employee contribution.  But with no salary increases, that was not a feasible 
option.  They looked at the contribution rates for a number of the University's peer institutions, and most 
have landed at 10%.  If that is what the University of Minnesota will contribute, what should the 
employee contribution be—stay at 2.5%?  go to 5.5%?  She was asked to model a reduction to all 
employees (move to 10/5.5%), to new employees only (current employees stay at 13/2.5), and to new 
employees immediately and phased in over three years for current employees.  She provided a one-page 
summary outlining these three options, the projected savings from each option for the next four years, and 
the pros and cons for each.  They were: 
 
Option 1 – Two-tier Retirement Contribution with no Salary Increase 
 
--  Current employees:  15.5% Total Retirement Contribution (13.0% University, 2.5% Employee) 



Faculty Consultative Committee 
Thursday, April 7, 2011 
 
 

9 

 
--  New employees:  15.5% Total Retirement Contribution (10.0% University, 5.5% Employee) 
 
Projected savings (in millions of dollars): 
 
Year 1    $3.3 -$3.5 
Year 2  $5.1 - $5.4 
Year 3  $6.9 - $7.4 
Year 4  $8.8 - $9.4 
 
Option 2 – Single-tier Retirement Contribution with no Salary Increase 
 
--  All employees (new and current):  15.5% Total Retirement Contribution (10% University, 5.5% 
Employee) 
 
Projected savings (in millions of dollars) 
 
Year 1  $20.6 
Year 2  $21.1 
Year 3  $21.7* 
Year 4  $22.3* 
 
Option 3 – Phase Option 2 in Over 3 Years for Current Employees with No Salary Increase 
 
--  New employees:  15.5% Total Retirement Contribution (10% University, 5.5% Employee)  
 
--  Current Employees:  Phased in at 1% per year for 3 years, to reach 10% University, 5.5% Employee 
 
Projected savings (in millions of dollars) 
 
Year 1  $7.0 
Year 2  $14.5 
Year 3  $22.3* 
Year 4  $23.0* 
 
*Savings under Options 2 and 3 in the last two years should be very similar.  Differences may be 
attributed to rounding and slight differences in fringe rates used, and should not be considered to be 
material. 
 
 Professor Curley said that the arguments for the change do not track and that two motivations are 
being conflated:  cost savings and public appearance.  If the goal is cost savings, one must look at total 
compensation, and in that regard the University does not stand out, even though it may in retirement 
contributions.  The effect of the proposed change is to weaken the University's market position.  If the 
goal is to address public perceptions, that is fine, but there still needs to be thought about total 
compensation, because if retirement contributions are decreased, there will need to be salary increases, or 
the University will again be in danger in the market. 
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 Vice President Carrier agreed that Professor Curley's point was legitimate.  They provide an 
annual comparison to the Board of Regents, and the University is regularly low on salary and higher on 
total compensation.  If it were decided to make a change in the FRP for new employees only, that could 
mean that increased salaries would enter into the negotiations with new employees.  But not in all cases, 
she said, because many employees are already at market; of the approximately 4500 P&A staff, for 
example, some are at market and some definitely would have to be looked at. 
 
 Professor Hancher inquired how Ms. Singer calculates the replacement ratio when the payout for 
a defined-contribution plan is so dependent on market conditions.  How confident is she in the numbers?  
Ms. Singer said she uses the same assumptions across all defined-contribution plans:  a 5% rate of return, 
a 35-year career, use the starting salary of faculty members, and assume 2% salary increases (that may 
seem optimistic at this point, but it is likely a reasonable assumption for 35 years).  So that is the ideal and 
the actual situation is more volatile, Professor Hancher commented. 
 
 Professor Gonzales said that over the last ten years, faculty members have assumed more and 
more duties, worked harder, and had fewer and smaller salary increases than in the distant past--well 
below the rate of inflation.  Moreover, faculty who have worked at the University for a long time have 
paid a nasty loyalty tax if they haven't sought outside offers, given that meaningful salary increases result 
primarily from retention efforts.  The proposal to implement the change only for new faculty employees 
acknowledges that new junior and senior faculty members can command higher salaries, given market 
pressures, and that in contrast to those who are financially disadvantaged by remaining at the University 
rather than seeking more lucrative outside offers, new faculty members can afford to make larger 
contributions to their retirement accounts.   
 
 In terms of the public-relations argument, Professor Fitzakerley asked if they had any sense for 
what other universities are doing.  Vice President Carrier said that Purdue recently switched to 10%/5% 
and there are a number of changes taking place elsewhere.   
 
 The President joined the meeting.  He said that when he looked at the Big Ten schools last year, 
the 10%/5.5% contribution would be right in the mix of what the institutions offer.   
 
 Professor Luepker said that in the larger picture of fringe benefits, they are currently 33% of 
salary for faculty and P&A staff and about 40% of salary for civil-service employees.  Those numbers are 
high compared to other institutions.  How much of the fringe rate is being driven by the FRP?  And by 
health benefits?  Ms. Singer said that for academic employees (faculty and P&A staff), pensions are about 
40% of the fringe-benefit rate, and driven more by retirement than health care because of the 13% 
contribution.  The biggest driver of the non-academic fringe benefits is health care, because the retirement 
contribution is 5%. 
 
 Professor Cramer suggested another alternative: change the contribution for all employees 
(current and future), and use increases in salary in the next years to raise salaries of current employees to 
put them on an equal footing with new employees who would come in with higher salaries because of the 
increased individual retirement contribution.  That would be equitable.  Professor Gonzales said she 
wished she could be optimistic enough to think that would be possible.  This appears as though the 
University is not committing to do anything except to unnamed people hired in the future.  Professor 
Gonzales' point is valid, Dr. Carrier emphasized.  Ms. Singer added that Option 1 deals with total 
compensation:  Current employees have no ability to negotiate their total compensation while new 
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employees can.  There are other options for setting aside funds for retirement, Dr. Carrier observed.  The 
Retirement Benefits Subcommittee felt strongly that the University should remain at the 10%/5.5% level, 
Ms. Singer reported, rather than moving to 10%/2.5%, in order to ensure that people have sufficient 
retirement funds.   
 
 Committee members were provided with a copy of the resolution from the Retirement Benefits 
Subcommittee: 
 

The Retirement Subcommittee recommends to the President that the total contributions (employer 
and employee) to the FRP shall not go below 15.5%.  The employer/employee contribution rate 
to the plan for existing employees will remain at 13%/2.5%, and the contribution rate for new 
employees hired after the implementation date will be 10%/5.5%, respectively. 

 
Professor Feeney, chair of the Retirement Subcommittee, also sent a message indicating that the 
Subcommittee is "not advocating the cut of employee contribution from 13.5 to 10%.  We are under the 
assumption it is going to happen.  Therefore, to keep the total retirement contribution at a level likely to 
sustain a comfortable retirement, the employee contribution should be proportionally increased to keep 
the total the same." 
 
 Vice President Carrier told the Committee that any change would probably not be implemented 
before January 1, 2012, so there will be issues about new employment agreements:  what is to happen 
with someone who is hired after the decision to change is made but before it is implemented; do they get 
the new or the old contribution numbers? 
 
 Professor Bitterman asked whether the ability for faculty to retire at the conventional age of 67 
years old is factored in when the retirement allocation modeling was done for the next 2 or 3 or 10 year 
epochs (assuming the benchmark replacement ratio is 60% of working salary).  This is important because  
new faculty are paid at a lower rate, and if senior faculty are not able to retire when they are 67 (i.e. their 
retirement allocation does not reach the 60% value), then the need for these senior faculty to work until 
they are 70 or beyond would skew the faculty age in the upward direction (i.e., a higher proportion of the 
University faculty will be at senior ranks) leading to even more financial strain on the budget in the 
future. 
 
 Professor Luepker said that many faculty are on contracts, as are P&A staff; will that make a 
difference?  If someone on an annual contract was hired in 2010, will they remain on the 13%/2.5% 
contributions forever or will they be moved to the 10%/5.5% rates?  A number of questions like that have 
arisen that will need work, Dr. Carrier said.  Ms. Singer said the models she provided to the Committee 
all assumed that if one is in the plan at 13%/2.5% contributions, they would stay in at that rate.  If 
someone leaves University employment and then returns, however, all bets are off. 
 
 Professor VandenBosch thanked Vice President Carrier and Ms. Singer for providing the 
Committee with the information. 
 
3. Discussion with President Bruininks 
 
 Professor VandenBosch turned to the President for comments. 
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[In order to get these minutes out quickly, with the discussions of benefits changes, before the April 14 
University and Faculty Senate meetings, the discussion with the President will be reported in the next set 
of minutes.] 
 
4. Change to the Tenure Code 
 
 The Committee, acting on behalf of the Faculty Senate, voted unanimously to endorse the 
recommendation from the Academic Freedom and Tenure committee to insert commas around the phrase 
"without institutional discipline or restraint" in the tenure code quotation of the Regents' policy on 
Academic Freedom and Responsibility.  The change will be reported to the Faculty Senate. 
 
5. Committee Discussion of Benefits Proposals 
 
 Professor VandenBosch accepted a motion to close the meeting; it was unanimously supported.  
She exercised the prerogative of the chair to invite Professor Morrison to remain at the meeting. 
 
 Committee members sorted out their thoughts on the information they had received about 
proposed changes to health benefits and the FRP. 
 
 Professor Carpenter inquired about the health-care savings plan that had been discussed in the 
past.  Professor Morrison said that with the change in the federal law, they are not as attractive as they 
were in the past.  They need to sit on the back burner for now until it can be determined how they fit in 
the future of health-care reform. 
 
 After discussion of the proposal to change the FRP for employees hired in the future, Professor 
Cramer moved that the Committee endorse the statement of the Retirement Benefits Subcommittee that 
was reported on earlier to the Committee.  The motion was approved unanimously. 
 
 Professor Morrison spoke about the proposed changes in health benefits.  There are four moving 
pieces (assuming there will be cost shifts to employees). 
 
--  Premium increases:  They modeled 35% increases in employee contributions; should they be across-
the-board percentage increases or a flat $26.04 per employee per pay period? 
 
--  Copays:  If they are to increase, which ones?   
 
--  Should there be an increase in the dental premiums to offset other changes in medical coverage? 
 
--  Should there be some measure to protect low-income employees?  That question turned out to be more 
controversial than expected because of the question of salary versus household income; Professor 
Morrison suggested the University should use salary because of the complexity of ascertaining household 
income and because of the invasion of privacy it would entail. 
 
 The sentiment of most Committee members appeared to be in favor of more emphasis on 
premium increases than on copays, of increasing the dental premium to offset medical copay increases, to 
create a mechanism to protect against repeated copays those who must make repeated visits to medical 
facilities (e.g., for physical therapy or treatment of chronic illnesses), of providing a mechanism to protect 
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lower-paid employees, and of percentage increases in premiums rather than a flat dollar charge per 
employee.  Professor Bitterman said the plan should not punish people who go to the doctor to receive 
appropriate care for a chronic disease; for those who must go regularly, there must be a way to mitigate 
the increases in copays.  The Committee will consider the Senate discussion before making any formal 
recommendations. 
 
 It was agreed that Professors VandenBosch and Cramer would craft a message to all faculty 
informing them of the issues and asking them to think about them and to convey their views to their 
faculty senators.  It was also agreed that the Committee would ask for a straw vote on the various options 
that have been presented for changes to health benefits.   
 
 Professor VandenBosch adjourned the meeting at 3:50. 
 
      -- Gary Engstrand 
 
University of Minnesota 


