
 Minutes* 
 
 Senate Committee on Finance and Planning 
 Tuesday, March 9, 1993 
 3:00 - 5:00 
 Room 238 Morrill Hall 
 
 
Present: Irwin Rubenstein (chair), David Berg, Virginia Gray, Michael Hoey, Julie Idelkope, Craig 

Kissock, Fred Morrison, Jeff von Munkwitz-Smith, Richard Pfutzenreuter, Paul Sackett, 
Jason Schmidt, Thomas Scott, Mary Sue Simmons, Susan Torgerson 

 
Absent: Carl Adams, Karen Geronime, Thomas Hoffmann, Karen Karni, Roger Paschke, Doris 

Rubenstein 
 
Guests: Senior Vice President Robert Erickson, Senior Vice President E. F. Infante, Ken Janzen 

(Regents' Office) 
 
[In these minutes:  discussion of the budget and planning] 
 
 
1.   Discussion with Senior Vice President E. F. Infante 
 
 Professor Rubenstein started the meeting at 3:00 and welcomed Senior Vice Presidents Erickson 
and Infante.  He asked that the Committee go into executive session for discussion of a legislative matter, 
at the end of which the Committee provided advice to the two Senior Vice Presidents by informal vote. 
 
2.   Discussion of the Budget 
 
 Professor Rubenstein asked Mr. Pfutzenreuter about the directions sent to departments; they have 
been delayed by a few days but will request units to identify how they would deal with cuts of 4% and 
6%.  The planning assumptions identify a $31 million shortfall, about 5.3% of the O+M budget, and 
include inflationary increases and tuition increases of 3.5%.  Of the new funds directed to higher 
education in the Governor's revised budget, the University would receive about $7 - 8 million the first 
year and about $24 million the second year.   
 
 The instructions, Mr. Pfutzenreuter affirmed in response to a question, make no judgments about 
programs; the information about proposed reductions will be sought from all departments.  Senior Vice 
President said that closing buildings, and not opening buildings, are options; Facilities Management is 
being asked to identify the same 4%/6% cuts, and could propose closing or not opening buildings as an 
option--they would not, however, be the ones to decide about buildings, he pointed out.  He agreed that 
the possibility would have to considered soon, and noted that one of the problems he has repeatedly 
identified in comments to the Committee has been the inability to obtain the detailed cost numbers needed 
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to make decisions.  This is a top priority for Mr. Pfutzenreuter's office, he said again, and when the 
necessary detailed baseline data are gathered, a list of buildings can be assembled and the possibilities 
considered.  In terms of the 4%/6% cuts, all three elements of the budget over which the University has 
control (tuition, inflation, and cuts) will be examined. 
 
 One Committee member then recalled the discussion at the last meeting about efficiency; 
rewarding units for efficiency improvements is an exercise that will require care.  What about a unit that 
has been efficient for the past 10 years, and has very little room to improve?  In comparison with a unit 
that has NOT been operating efficiently, it may not look very good in terms of achieving efficiencies.  It 
may be that external standards are necessary to judge units, especially since colleges are very different 
(e.g., the standards could not be the same for Law, Agriculture, and CLA).  Mr. Erickson responded that it 
is for this reason that the administration has resisted across the board hiring freezes--they penalize units 
that have been most careful about their human resources and permit units which have slack to most easily 
adapt.  But as pointed out by a faculty member at the last meeting, Mr. Erickson recalled, no matter how 
efficient a unit is one does not stop striving for achievement--something that is, however, easier to talk 
about than to accomplish. 
 
 In terms of benchmarks, Mr. Erickson said, there are some that can be established internally, 
especially among units that are similar in educational function; one can look at teaching ratios, etc., 
although doing so will require a lot of work.  Those on the faculty, he suggested, could probably identify 
the best-managed departments at the University if asked.  Once a top 20 were identified, the operational 
definition of well-managed would be the challenge.  One faculty Committee member expressed doubt that 
faculty could identify well-managed departments--they could probably agree on those that did the best 
research or had national reputations, but it is less likely they could identify those units that are cost-
effective in their management.  That judgment involves VERY different issues. 
 
 One Committee member then inquired how 4%/6% across-the-board cuts moved the University to 
a better future--or, it was inquired, is this purely a short-term cut to stop the bleeding?  Can there be 
something that moves the University forward?  If one considers restructuring and reallocation, Mr. 
Erickson responded, much HAS been achieved, although at a lower level of funding; one can argue that 
the basic planning documents (Commitment to Focus, Access to Excellence, the $58 million restructuring 
and reallocation) have been driving institutional decisions.  The question is how useful the numbers from 
the units will be and how they will fit with the planning process; it is likely that differential cuts will be 
made.  Choices between cuts of 0% and 6% will be available, Mr. Pfutzenreuter added--but pointed out 
that this is primarily a stopgap measure. 
 
 Restructuring and reallocation may still be in place, another Committee member commented, but it 
is "out of focus" because the base budgets are smaller, and the remnants may not be workable.  It could be 
foolish to continue to carry out the plan because it will not accomplish what was intended:  those units 
that received increases were able to maintain the status quo, while those that were cut got hurt more than 
planned.  Another round of restructuring and reallocation is needed, but since there is no plan in place--
and no hopes for a plan in the near future--the resort is to across-the-board cuts.  Many on the Committee 
believe that next March will come and there will still be no plan, so another round of across-the-board 
cuts will be necessary.  The University will be getting smaller without any attention to excellence.  It is 
time to start making differential cuts now, and planning for them must get under way.  The budget does 
not wait for planning; there has been planning for seven months but there are no planning documents--the 
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process appears to be "dead in the water." 
 
 Professor Scott was asked if the University is bringing in outside consultants to assist with 
planning, rather than relying on committees.  He said that there has been an increased sense that what is 
needed over the next several months will require more energy and resources than the University has or 
than it would be cost-effective to perform internally, so some pieces of the process will use consultants.  
They will both bring a fresh perspective as well as help facilitate expertise; using them will also avoid 
"staffing up" internally. 
 
 In terms of the planning process, Professor Scott pointed out, the previous "out of focus" 
statements were not quite fair.  There is much going on in various parts of the University, and no claim 
has been made that we would stop what we are doing and produce a document for the whole institution.  
Rather, a number of issues are being considered while normal events take place, and the planning process 
is not linked to this budget or this legislative session.  Over the long term, the intent is to link planning to 
resource allocation, but there is no doubt the current budget interrupts and affects what may be done.  The 
$58 million restructuring and reallocation plan is being adhered to, and even though funding cuts have 
reduced what can be accomplished, that plan is what the University has and decisions about next year's 
budget will be made in the context of that plan and the results of legislative action. 
 
 There was a difference of opinion about whether it is wise to gather information in order to be able 
to review options (by collecting department responses to 4%/6% cuts) or to set priorities in advance of 
distributing budget instructions.  Professor Scott pointed out that the restructuring and reallocation plan 
has two years yet to go--so priorities HAVE been set; the University should stick to those plans, because 
it believed it knew what it was doing when they were adopted.  In the meantime, over the next few 
months, new directions can be identified so that for the 1994-95 budget, modifications can be made at the 
end of restructuring and reallocation.  At the same time, the University will be prepared for the next 
biennial request. 
 
 Mr. Erickson agreed that a timeline had to be established in order to avoid being in the position of 
once again having to impose across-the-board cuts next spring.  The Board of Regents, he added, has 
insisted on timetables.  And if the process is to move along fast enough, outside help will be required.  He 
agreed that it will be imperative to blend planning into the preparation of the next biennial request, and to 
accommodate comment and consultation, it will be need to be prepared by late summer of 1994. 
 
 Discussion then turned to the request for information about 4%/6% cuts from the departments.  The 
possibility of cuts, it was pointed out, is having repercussions in the departments in terms of hiring and in 
recruiting graduate students.  What, Mr. Pfutzenreuter, are the choices, on a short-term basis?  One could 
eliminate half of the $30-million problem if there were to be no salary increases, but no one has proposed 
that, and as has been pointed out by this Committee, a denial of inflation is equivalent to a cut.  There are 
another $4 - 5 million in goods and services that could be considered, and buildings.  The planning 
assumptions already assume a 3.5% tuition increase.  Where are the additional dollars to come from?  
This is, he emphasized, a PLANNING exercise; it is to be hoped, come the end of the legislative session, 
that no cuts will have to be made.  In the meantime, however, it was pointed out, recruitment of new 
graduate students and new faculty is being damaged because of the necessity to hold funds.  This is a 
severe problem, Professor Scott agreed. 
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 Mr. Pfutzenreuter agreed that all of the elements of the "Other Potential Increases" are "on the 
table" for discussion.  Some of them, it was suggested, are not as high a priority as the operating budget, 
and the Committee should advise the administration on which ones should be eliminated or reduced. 
 
 Why is there no proposal to close a college or a campus as an alternative, asked another Committee 
member, so $30 million can be cut "in one fell swoop."  These $1-million cuts in 30 places are what is 
hurting the University and could be worse than one big cut, even though it may take five years to recover 
the money.  In part, it was said, because one does not save a lot of money in the short term--although, it 
was pointed out, the long-term consists of a series of short-terms.  The problem is the political reality, Mr. 
Erickson said; it is very difficult to cut an entire unit, especially given the tenure system.  It is possible to 
starve a unit, and over five years make substantial changes.  But the political heat from a big cut is 
difficult to withstand.  And in a public setting such as the University, there has to be a dialogue about 
these tough issues and the hard calls to be made.  The University, he said, CANNOT continue to be all 
things to all people, and this is certainly one of the most comprehensive universities in the country, if not 
the most.  There are pluses and minuses to that breadth, but it could be that there are marginal units. 
 
 Professor Rubenstein then asked questions posed in writing by an absent Committee member:  
First, there has been talk of closing buildings; how about selling them?  What, for instance, will happen to 
the NRRC building on the river?  It will be demolished, Mr. Erickson reported.  Second, there have been 
three proposals with respect to the budget; have any elements of them been incorporated in the budget 
instructions?  Mr. Pfutzenreuter said the emphasis on the two-year outlook has been included, as has a 
focus on efficiency.  There is NOT a mandate that open lines revert centrally. 
 
 There is much energy being expended in these discussions, said one Committee member, without 
much gain.  The discussions have been about 4%/6% cuts, and the likelihood that actual cuts might range 
from 0% to 6%.  The University is far enough along in the planning process that it should be able to tell 
units to plan for a 10% cut or a 2% cut--to give them some sense of priorities.  Now units will throw 
things in for reductions that they don't want to lose; the University has gone through this game before.  
Without a group to make the determinations about those priorities, Mr. Pfutzenreuter objected, there is no 
alternative to the present plan. 
 
 The possibility of having open positions revert centrally was again raised.  It was noted by another 
Committee member that many colleges already do that, and that departments make cuts with those 
positions; having them revert centrally would be no gain for them.  The University must get smaller or 
increase efficiency--or, others noted, increase the size of the student body or the revenues.  Student 
members of the Committee demonstrated a marked lack of enthusiasm for a proposal to increase the 
number of students. 
 
 Asked if the planning process would bring an end to the perceived "directionlessness" of 
budgeting, Professor Scott noted again that there have already been major shifts in funding within the 
University.  He agreed that those who received increased funding were only able to keep their heads 
above water, but it will be essential in the next round of planning to incorporate a lower level of state 
funds in the expectations.  A very important element of planning will be what expectations from the state 
will be over the next 10 years; over the LAST 10 years higher education has received a smaller portion of 
the state's budget.  There is no doubt that either the University must grow smaller or it must radically 
change the way it does things--it cannot continue to expect incremental growth in budgets.  Asked if there 
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was a way to reverse the decline in state support, Mr. Pfutzenreuter pointed out that the money has been 
mostly diverted to health care.  Higher education not only received a smaller share of the state's budget, 
he added, but it actually received fewer dollars in the past two years.  This situation, Professor Scott 
pointed out, is not unique to Minnesota; it is occurring all over the country. 
 
 Given these circumstances, said another Committee member, it is bothersome that the University 
has not examined its product, rather than simply cutting positions; it doesn't consider the possibility of 
larger classes or other alternatives.  Cuts are made in Finance and Operations, but then there are faculty 
members doing their own typing, so individuals with $75,000 salaries are doing what people on $25,000 
salaries could be doing.   
 
 Have there been any "base closing" proposals, inquired another Committee member?  It is not that 
the Minnesota higher education pie is too small; it is too divided up.  The number of students per 
institution in Minnesota is about half what it is in the rest of the country--but the state will not reduce the 
number of counties, it will not reduce school districts, and it will not close campuses, all of which are 
very costly.  While at the same time it has more paved roads, and spends more money on roads, than most 
states.  
 
 The meeting was adjourned at 5:00. 
 
      -- Gary Engstrand 
 
University of Minnesota 


