
TO : .. Senators £rom Crookston, Duluth, Morris, and Waseca ca~uses 
From: Marilee Ward, Senate Clerk 

This was distributed at the University Senate forum on Nov. 19, 1981. 

1981-83 BUDGET REDUCTIONS- UNIVERSITY OF MINNESOTA 

On October 21, 1981, the University was asked to prepare plans for budget 
reductions of $37 million, $47 million, and $57 million, and to submit those 
plans to the Governor by October 30. The reductions were to be planned for the 
current biennium, and the levels corresponded to 896, 1096, and 1296 of the 
University's direct state appropriation for this two-year period. 

At an emergency meeting on October 26, the Board of Regents unanimously passed 
a resolution stating that 1) the proposed reductions would make it impossible for 
the University to continue serving the State as a major contributor to its economy 
and to its cultural and intellectual vitality, 2) the University could absorb, despite 
a negative impact, a reduction of up to $10 million, and 3) if reductions of $37 
million or more were required, the Regents would have to declare a state of fiscal 
exigency, with potential termination of University personnel and students. 

The materials submitted to the Governor argued that the levels of the proposed 
reductions made it impossible to prepare plans in the nine days allowed. 
Reductions of that magnitude far exceeded any previous cutbacks imposed on the 
University and could only be accomplished by steps with drastic consequences. In 
the materials and in direct discussions with the Governor, some of those 
consequences were spelled out. They were presented as illustrations of the effects 
of the proposed cuts, not as plans for carrying them out. A summary of those 
possible consequences is attached. 

The following, in greatly abbreviated form, is an outline of University responses to 
they key questions and issues raised in the budget reduction proposal. 

Why didn't the UniversitY submit the plans the Governor requested? 

Reductions of the size proposed simply cannot be imposed without major 
damage to the University's clients and programs, and the University wanted 
to make that clear from the outset. Plans for such major reductions cannot 
be made sensibly and rationally in nine days. 

Why wouldn't the University's current planning process, already in place, cover 
contingencies like the Governor's proposal? 

The University does have a long-range planning process underway. Briefly, 
that process is aimed at developing five year plans that anticipate stable or 
declining enrollments and provide ways for campuses, colleges, and 
departments to direct their resources to their highest priority programs. The 
proposed reduction levels of $37 to $57 million go far beyond the reductions 
anticipated by current plans, but those plans would be useful in carrying out 
the reductions of up to $10 million to which the Regents' resolution referred. 

Were the "consequences" listed chosen for political or public relations impact? 

No. They were chosen to illustrate the fact that reductions of this size 
cannot be made without serious impact. Earlier retrenchments, coupled with 
all kinds of cost increases that have far outstripped University budget 
increases, have already taken away the "easy" solutions. To impose tuition 
increases and budget cutbacks that would reach the $37 to $57 million dollar 
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levels within the nineteen months remaining in this biennium would require 
actions that would have the kinds of consequences we described, even if some 
of the details would differ. It is our responsibility to let the decision-makers 
know about those consequences before they act. 

Aren't there all sorts of University programs that could be cut? 

Yes. Under the best of circumstances, programs are phased out as units 
make decisions on priorities. Our current planning efforts anticipated cutting 
programs to meet predicted budget levels and to make room for higher 
priority programs. Further, in order to meet the reduction level in the 
Regents' resolution, even more programs would have to be cut. At the $37 to 
$57 million level, however, program cuts would not be enough; entire colleges 
or campuses would have to be cut to maintain the basic quality of the 
University. It must also be said that all program cuts have impact on some 
constituency, either inside or outside the University, and many program cuts 
have little or no effect upon the budget. 

How many academic programs has the University dropped or added lately? 

The University has formally dropped fifteen academic programs since July, 
1976. Twenty-five new programs have been submitted to the Higher 
Education Coordinating Board over the same period. Of the twenty-five 
added, fourteen programs involve no new costs to the State, since they were 
developed with internally reallocated funds. Even those that did require new 
State funds were primarily funded through reallocation. For the entire 
twenty-five new programs, only 13% of the costs were new costs to the 
State; 87% of the costs were covered by reallocation of existing budgets . 

. How much of the budget reductions could be accomplished by tuition increases? 

A 20% tuition increase, starting in winter quarter, would raise about $20 
million over the remainder of the biennium. University tuition, however, was 
raised 13% this year, and another 10% increase is already budgeted for next 
year. Another 20% increase would have the effect of raising tuition 4396 
over the biennium, and any tuition increase must be seen in the context of 1) 
decreasing availability of State and Federal student financial aid, 2) 
decreasing availability of jobs for students, and 3) increases in most, if not 
all, of the other costs of living that affect students' lives. 

Would tuition have to be increased in order to make the reduction of up to $10 
. million? 

That has not been decided. A tuition increase is an option that would have to 
be considered and weighted against the consequences of making budget cuts 
at any given level. 

"-· 

. " 
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What's wrong with imposing across-the-board reductions, with the managers who 
are closest to each program making the priority decisions? 

That process has been used before. It spreads the pain, but totally ignores 
institutional priority decisions and cuts the most important and least 
important program equally. Moreover, budgets are now so tight that there is 
little room for making wise choices locally and the real effect is to lower the 
quality of all programs. 

Can't the University avoid personnel cuts and program reductions by reducing the 
supply budgets? 

Any level of budget reduction will involve some cuts in supplies but supplies 
account for only 22% of the University's budget. Moreover, supply costs have 
risen much faster than appropriations in recent years, and supply budgets 
already suffer from previous retrenchments. For example, fuel and utility 
costs, which are part of the University's supply budget, have increased over 
112% -- in constant dollars -- over the last nine years. All these costs 
continue to increase, so that the combination of inflationary loss of buying 
power and actual reductions through retrenchment severely curtail our ability 
to buy the goods and services we need •• 

retrenched about 

Some might be, even to meet the reduction level suggested by the Regents. 
Last year's cuts were promised to be temporary, one year actions, and they 
were approved on that understanding. Longer range reductions might have to 
be decided on different grounds. About $3.5 million of last year's reductions 
were handled through a 10% tuition surcharge added mid-year. That 10% 
increase subsequently became permanent and is built into the current budget. 
Budget cuts last year totalled S5.8 million, and another $1.7 million was cut 
from reserve funds which were thus depleted and are not available to use this 
year. $750,000 was carried over into the current fiscal year as a budget 
deficit that must still be met, and another $5 million was to come from the 
sale of University property, which is still in process, and which obviously 
cannot be a part of this year's solution. 

Can the University make cuts in some of the high cost programs where the demand 
for graduates might be decreasing? 

Yes. This was already built into the University's long-range planning, and, in 
certain cases, this kind of cut makes sense. It cannot be done on the basis of 
year-to-year State budget crises, however. By their nature, these programs 
cannot be turned on and off like a faucet, and if the State wants to decrease 
the enrollment on the basis of demand for graduates, it is important that the 
workforce supply and demand situation be well understood before action is 
taken. Further, these programs may also contribute through research and 
service to the State and may involve considerable non-State funding. 
Reductions of State support may have the effect of eliminating these other 
contributions and of reducing non-State financial support and the multiplier 
effects that come along with it. · 
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Are there other program retrenchments already planned by the University for the 
current biennium? 

Yes. To supplement the State appropriation for salary and fringe benefit 
increases, the Board of Regents has already approved a retrenchment of $4.2 
million each year, or $8.4 million for the biennium. Further retrenchment 
will be necessary to fund required civil service staff salary increases next 
year. Added to this is the $750,000 budget deficit carried over from FY 81. 
The salary supplement is a reallocation of funds within the University, but 
since the money must come from programs, the effect on programs is 
essentially the same as a retrenchment. 

How much has the University retrenched and reallocated over the past several 
years? 

Over the last ten years, from FY 72 through FY 81, the University retrenched 
$36,586,797, of which $7,933,619 was reallocated to other University budgets, 
leaving a net retrenchment of $28,653,178. That total includes the one-year, 
temporary retrenchment of $17.9 million last year, and since the amount has 
been put back into the University's budget base this biennium, the total of 
funds lost in the eleven year period is $10,675,251. · 

The State appropriation only represents part of the University's total budget; why 
can't the University apply the proposed cuts to the total budget? 

The money from other sources is simply not available. Income from the 
hospitals, clinics, dormitories, food services, parking, and the like is set at 
levels designed to cover the costs of providing these services. Cutting these 
budgets would mean cutting the services and reducing the income. There 
would be no savings to apply to the State's problem. Federal and private 
funds, with only the most minor exceptions, are provided for specific 
purposes. Those funds cannot be used for other purposes. In some cases, 
Federal and private funds are granted with the understanding that certain 
levels of State support must also be provided as matching funds, so some 
reductions in State funds would result in the further loss of non-State funds. 

Would personnel cuts fall most heavily on non-tenured faculty and Civil Service 
personnel? 

That depends upon the level of reductions actually imposed, so it is too early 
to tell. In the past, certainly, retrenchments in personnel have tended to fall 
on non-tenured faculty, usually graduate assistants and "unassigned 
instruction" budgets. Retrenchments of tenured faculty positions have been 
and can be accomplished through attrition, but it is extremely difficult to 
reduce tenured positions in response to an immediate problem where the 
savings are needed immediately. 
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What is the process for reducing tenured faculty positions? 

First, the University must prove that a true financial exigency exists and that 
any terminations affecting tenured faculty are due to that exigency. It is not 
clear whether all financial flexibility, such as unassigned instruction, must be 
exhausted before tenured positions could be cut, nor is it clear how "financial 
exigency" must be defined and proven. It is perfectly clear that terminations 
of tenured faculty would be tested in court, so that very real possibility 
effectively removes much of the budget savings the State could realize 
from the termination of tenured faculty during the next nineteen months. 

Can reductions in the Civil Service personnel produce more immediate budget 
reductions? 

Yes. Civil Service employees who are not in bargaining units can be 
terminated with two weeks' notice, although the University recommends four 
weeks. In the bargaining units, notice requirements vary from one to four 
weeks. Those reductions, however, all have potential impact on the programs 
and services of the University, and workloads have increased more than 
funding for Civil Service positions for several years. 

Would reductions in State support to the University have negative effects on the 
State economy? 

To a large degree, that depends on the amount of the reductions, and the 
potential effects are impossible to spell out with certainty. If drastic cuts 
cause fundamental harm to the quality of the University, the State's economy 
will also be harmed. University teaching, research, and service are vital to 
this State's economy and quality of life. It should be obvious that Minnesota's 
current economic problems will become permanent problems without new 
industries, new jobs, improved productivity, and more effective solutions to 
the whole array of problems facing this State. T~e University is this State's 
greatest center of creativity. Crippling it now to solve an immediate budget 
crisis can only prolong and deepen the problems that produced the crisis. 

Attachment 



EXAMPLE A 

Consequences of a $.57 Million Across-the-Board Reduction 

Reduce nearly all budgets by 12.896 in fiscal 1982-83. 

Impose a 2096 tuition increase starting Winter, 1982. 

Maintain existing staffing ratios (about 15 to 1 for the whole system, as 
high as 31 to 1 in some areas) by limiting enrollments. 

Some Consequences 

o Lay off at least 427 faculty. 

o Lay off at least 690 civil service employees. 

o Turn away 6350 students including: 

0 1820 in College of Liberal Arts 

0 1040 in Institute of Technology 

0 370 in General College 

0 360 in School of Management 

0 70 in Veterinary Medicine 

0 950 at Duluth 

0 235 at Morris 

o Lose about $9.4 million in supply and expense budgets already hard-hit 
by inflation and retrenchment. 

o Incur up to $4.3 million of unemployment compensation costs. 

o Unknown amounts of legal costs, payment of accumulated leave, tax 
losses to the state. 

o Unknown effects of delays in students' graduation. 

' 



' 

EXAMPLES 

Consequences of Specific Programmatic Actions 

To Meet $.57 Million Reduction 

ACTION 

Tuition Increases 

Raise tuition 20% above planned levels, 
starting Winter QUarter, 1982 

Reductions in Administrative and Support Units 

Cut Health Sciences Support Services by 20% 
Cut State subsidy to Intercollegiate Athletics 

by 67% (Possible loss of Big 10 and NCAA 
membership) 

Cut Physical Plant, Twin Cities, by 17.5% 
(Mainly custodial; reduced services) 

Reduce State subsidy to Central Service units 
Reduce State subsidy to academic Computer Center 

and raise fees to outside users 
Cut bulletins and publications budgets 
Reduce and consolidate data analysis units 
Reduce Student Services programs or raise fees 
Reduce support to Police, University Relations, 

and Personnel Department 

Reductions in Research and Public Service 

Cut Agricultural Extension by 15% 
Cut Agricultural Research by 15% (Includes 

closing Experiment Stations at Lamberton 
and Grand Rapids) 

Cut Alcohol and Other Drug Abuse Program by 50% 
Cut Center for Urban and Regional Affairs by 

50% in Special and 100% in O&M fund 
Cut Bureau of Business Research 100% 
Cut UMD Business and Economic Research 100% 
Cut Industrial Relations Education 50% 
Cut Minnesota Geological Survey 50% 
Cut Mineral Resources Research Center 50% 
Cut Elderhostel Program 100% 
Close KUOM and WDTH 

EFFECT 
ON 

BUDGET 

$19,855,100 j(l) 

$10,241,900 

$ 125,000 

1,518,100 

3,429,000 
1,667,400 

1,500,000 
600,000 
495,700 
446,700 

460,000 

$ 8,229,900 

$ 2,089,700 

3,205,900 
262,000 

739,100 
114,100 

43,300 
391,200 
425,000 
231,300 

37,500 
690,800 

LOSS 
OF . 

STUDENTS 

2,185 

LOSS 
OF 

JOBS 

35 

135 
10 

12 
5 

10 

78 

92 

20 
3 
2 
9 

10 
11 

2 
21 



ACTION 

Coordinate Campus Program Closings 

Close Morris Campus 
Close Crookston Campus 
Close Waseca Campus 
Close Duluth Medical School 
Close UMD School of Social Development 

Twin Cities Campus Program Closings and Reductions 

Close General College 
Close College of Education 
Close College of Home Economics 
Close Library School 
Close School of Social Work 
Reduce Law School by 25% 
Cut Dental School first year enrollment by 33% 
Close Dental Hygiene Program 
CUt Nursing B.S. first year enrollment by 50% 
Cut M.D. first year enrollment by 21% 
Cut Family Practice Residency Program by 35% 
Cut Rural Physicians Associate Program by 50% 
Eliminate External Master's Program in Nursing 

EFFECT 
ON 

BUDGET 

$13,408,300 

$ 4,740,100 
3,463,200. 
3,035,600 
1,887,600 

281,800 

$13,475,300 

$ 174,300 
6,492,800 

403,200 
238,400 
291,500 
562,100 

5,313,000 

LOSS 
OF 

STUDENTS 

1,690 
1,160 
1,100 

96 
105 

3,416 
1,951 
1,386 

68 
80 

178 
50 

131 
81 
49 
76 

LOSS 
OF 

JOBS 

580 
375 
280 
110 

21 

82 
300 
124 

11 
21 
19 

189 

SUBTOTAL $65,210,500 11,617 <3 > 2,!67 

Allowance for unknown legal costs, unemployment 
compensation costs, and accumulated leave costs 

TOTAL 

(1) If the units listed are closed or cut. 

- $ 8,411,400 

$56,799,100 

(2) If first year enrollment cuts are continued, the eventual enrollment loss is 1,085. 
(3) Losses due to tuition increases duplicate those due to program reductions. 

. ' 



EXAMPLEC 

Consequences of Closing All Optional University Operations 

and Laying Off Employees, Spring Quarter, 1983 

To Meet $57 Million Reduction 

Estimated Gross Savings: $103 million 

Less: 

Estimated Tuition Loss 

Estimated Unemployment Compensation 
Cost 

Net Potential Savings: 

$ 20 million 

$ 16 million 

$ 67 million 

But the following are not considered: 

o Employees could claim accumulated vacation and sick 
leave. 

o Employment contracts, written or implied. 

o Lawsuits by students, employees, clients. 

o Costs of interrupting research projects. 

o Costs of minimal protection and maintenance of 
facilities. 

o Unavoidable fixed costs. 



rne)n 1 --November 19, 19'81 00" 

Proposed amendments to the Proposed Revision of the Twin Cities Campus Assembly 
Constitution, Bylaws, and Rules ; . 

MOTION: 

To amend the Constitution proposal by substituting in Article II, Section I, 
for the second sentence ("The FacUlty Assembly sh411 be comprised of the elected 
faculty representatives; the Student Assembly shall be comprised of the elected 
student representatives.), "The elected faculty representatives shall comprise 
the Faculty Assembly; the elected student representatives shall serve as the 
nucleus of the Student Assembly (Minnesota Student Association Forum) ." 

MOTION: 

To amend the proposed Bylaws, Article III, Section l.A. ( 1) a. (a) by substituting 
for "Assembly Faculty Committee on Committees" the phrase "faculty members of the 
Assembly Committee on Committees"; and 

To amend Section l.A .Membership ( 1) b. (a) by substituting for "The elected 
representatives of the students shall be elected by the student representatives 
to the Twin Cities Assembly in accordance with procedures determined by the 
elected student representatives" the following: "The elected representatives of 
the students shall be elected by the Student Assembly (Minnesota Student Association 
Forum), according to procedures determined by the Student Assembly";and 

To amend Section l.C. Student Affairs Committee, Duties ~ Responsibilities, 
the lst point, by deleting the phrase, "Minnesota Student Association Forum 
actions and recommendations" from 'the following: 

" • to formulate and recommend to the Assembly policies pertaining to all 
those student affairs and student organizations within the jurisdiction 
of the Assembly and not within the control or supervision of any other 
committee of the Assembly. Specific non-classroom matters of concern 
to the committee shall include, but not be limited to, counseling 
services, conduct and discipline, scholarships and loans, health, 
living conditions, student activities and organizations, Minnesota 
Student Association Forum actions and recommendations, intramural
extramural sports and related activities, extra-curricular activities, 
provision of equal rights and opportunities, and any other matters 
which would enhance the University environment of the s_tudent for 
learning and living 1" and 

To amend Section l.E.Intercollegiate Athletics Committee, Membership, by 
substituting "5 students" for the phrase "3 students" aail Ji!t" eu••:!i:ealsing 

"Wta paii'Bii& "9elflftli"a"aee en 9ellltt!:*aeelil" ••• wae !IMa&a "D&iia.al!t" •••••in! 9euanil!:lsee" 
in "al!e ielle" !!iettg u 

Pacalty and slsadenl!: urou:lse!!8 8b&ll 11e •P!'•in••• Ji!! 

MOTION: 
To amend the proposed Bylaws, Article IV, Section l.B.Committee on Committes, 

Membership, by substituting for "The elected representatives of the students shall be 
elected by the student representatives to the Assembly in accordance with procedures 
determined by the elected student representatives" the following: 

MOTION: 

"The elected representatives of the students shall be elected by the Student 
Assembly, according to procedures determined by the Student Assembly." 

To amend the proposed Rules, Article III, Section 2, second point, Convocation 
& the Arts Committee ex officio members, by adding "Department of the Minnesota Union." 

DAVID LENANDER 
Member, TCCA 


