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Operational Excellence 

What? 
•  Long-term commitment to work smarter, reduce costs, 

enhance services, and increase revenues throughout 
the University system 

•  Use our resources – people, money, time, facilities – to 
the highest purpose possible 

 

Why? 
•  To lower our administrative spend and redirect 

resources to our mission: teaching, research, and 
public engagement 
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Guiding Principles 
•  Achieve administrative cost reductions and productivity 

improvements across all our activities and programs 
•  Encourage enterprise solutions while reducing 

redundancy and duplication 
•  Promote entrepreneurialism, seize opportunities, and 

enhance organizational flexibility and adaptability 
•  Recalibrate the University’s risk profile to achieve greater 

efficiencies while enhancing service 
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Operational Excellence 
Success Stories 

Total savings of $34 Million: 
 
•  $32.0 Million recurring 

•  $  2.0 Million one-time 
 
Examples: ($’s in thousands) 
 
•  Strategic sourcing (purchasing)                   7,600.0    
•  All Adds Up campaign / energy conservation   4,600.0   
•  Re-design facility preventive maintenance program  3,200.0 
•  Sole medical plan administrator     1,830.0    
•  Server consolidation       1,500.0    
•  Space utilization / building decommission   1,480.0    
•  Automated parking payment system    1,350.0    
•  Elimination of Office of Academic Administration   1,100.0   
•  Dependent benefit eligibility audit    1,000.0     
•  UMF/MMF merger       1,000.0      
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Operational Excellence 
Success Story—ESUP and Positive Momentum 

User Engagement 
Significant, positive user 

engagement and collaboration at 
all levels 

Project Director 
Alignments 

Significant alignment, 
collaboration and support 

between all project directors 

Financial Stewardship 
Finance office with people & 

process to enable solid 
stewardship of the program’s 

needs 

CCI Implementation 
Experience 

Vast majority of CCI consultants 
have significant implementation 

experience  

Governance Changes 
Addition of IT steering committee, 
change request decision process  
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Next Steps:  Administrative Cost Savings  
2014 - 2019   

 
•  Reduce administrative costs $15M fiscal year 2014, 

consistent with the performance measure established 
by the Legislature 

•  Reallocate an additional $15M per year over the next  
5 years beginning in fiscal year 2015  

•  Redirect those resources to: 
–  Invest in mission activities 
–  Stem growth in the net cost of attendance 
–  Meet inflationary cost pressures 
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My commitment 

 

$90,000,000 
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Our Opportunities 

Roadmap to Efficiency 
1.  Operational Excellence 

projects underway 
2.  New opportunities 

identified through strategic 
planning 

3.  Spans and layers 
4.  Implement the Huron 

recommendations 
–  Current initiatives aligned with 

Huron findings 
–  Long term initiatives 
–  Shared services strategy / 

administrative redesign 

Our Challenges 

Facilities & 
Infrastructure 

Costs 

Competition for 
Faculty, Staff 
and Students 

New 
Technology 

Health Care 
Reform State 

Support 

Federal 
Funding 

Tuition & 
Student 

Debt 

Rising 
Costs 
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Spans and Layers Analysis 

          Vice President Kathy Brown 
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Spans and Layers Analysis  
Background 

 

•  Delivered preliminary report to Board and Legislature  
in March, 2013 

•  Looked at four central administrative units: 
–  Finance 
–  IT 
–  Procurement 
–  HR 

•  Final report completed Summer 2013 
–  University-wide 
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Spans and Layers Analysis 
Process 

•  Ran data on all units to analyze spans and layers 
•  Criteria for efficiency = broader spans than the 

number of layers 
•  Analyzed major units (aggregated similar units) 
•  Developed recommendations 
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Spans and Layers Analysis 
Findings 

Overall, the University meets industry-leading criteria 
for an efficient organization 
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University-Wide Prototypical Design 

•  The University’s average is five layers. This  
represents a very flat organization 

•  The University’s average span is within normal 
ranges for organizations our size 



14 

In Sibson’s Words 

“The University of Minnesota’s average number 
of management layers of 5.2 puts it well within a 
region that Sibson considers reasonable and 
facilitative of operational excellence. Indeed, for 
the size of institution of the University of 
Minnesota, the number of layers is remarkably 
low.”  
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Summary and Recommendations 
1.  Overall the University of Minnesota has an 

economical organizational structure 
2.  Both the University’s number of layers and the 

spans of control are largely within conventional 
ranges 

3.  Further examination is needed of sub-units that did 
not meet the “best practice” criteria 

4.  Continuous monitoring is necessary as the 
University evolves 
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Huron Implementation Report 

  Vice President Richard Pfutzenreuter 
  Vice President Kathy Brown 
 Vice President Scott Studham 
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Report Overview 
•  Analysis had three primary objectives 

–  Identify and prioritize improvements 
–  Describe primary factors that may currently impact 

performance 
–  Highlight peer and leading practices 

•  Report credits University for already undertaking 
“major initiatives to promote efficiency and 
effectiveness and to reduce administrative costs”  

•  Implementation plan divided into three sections 
–  Section one addresses ongoing initiatives in alignment with 

Huron findings 
–  Section two identifies long-term tasks the University will 

undertake based on Huron recommendations 
–  Section three provides a closer look at shared services, one 

of Huron’s main recommendations 
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Current Initiatives – HR 
•  ESUP—HRMS System Upgrade 
•  Job Family Redesign 
•  Spans and Layers Analysis 
•  Total Compensation/Rewards Redesign 
•  Payroll Redesign 
•  Job Center Redesign 
•  ACA Implementation and UPlan Benefits 

Redesign 
•  Wellness Program 
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Initiatives from Huron Report 
All recommendations for HR from Huron are 
directly tied to current initiatives: 
•  Align HR programs and services with  

HR strategy 
•  Evolve service delivery—continue to develop 

Centers of Expertise 
•  Define HR generalist roles and accountability 
•  Formalize data integrity program 
•  Define and implement HR performance 

metrics 
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Current – IT Initiatives 
•  Transition to Google Applications 
•  IT server consolidation 
•  IT help desk consolidation 
•  University Technology Standards 
•  IT service management 
•  Frameworks for security and enterprise 

architecture 
•  ERP upgrade 
•  IT Governance 
•  Emerging Communities of Practice 
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Mid-Term IT Initiatives 
•  Create a mechanism to evaluate IT 

investments 
•  Define IT roles and responsibilities at all levels 
•  Determine University-wide service level 

expectations 
•  Refine the IT governance process 
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•  Increase equipment capitalization threshold 
from $2,500 to $5,000 
–  Will reduce administrative burden by eliminating 

capitalization, tagging and tracking on 21,000 
pieces of equipment 

–  Will save approximately $300,000 per year 
–  Completed July 1, 2013 

Current Initiatives – Finance 
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Current Initiatives – Procurement  
U Market 

•  E-shopping environment for vendor 
supplied and University stocked materials 
–  35-40 online supplier catalogs 

•  Streamlined electronic orders and invoice 
processing 

•  Consolidate purchasing around the most 
advantageous methods 

•  Intuitive, easy to use tool/technology 
•  Leverages University-wide contract pricing 
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Finance 
•  Enhance governance of distributed finance  
•  Manage financial administration by metrics 
 
Procurement 
•  Consolidate travel management authority 
•  Expand use of ACH and electronic payables 
•  Implement a contract management solution 

Short to Mid-Term Opportunities 
Finance & Procurement 
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Long-Term Opportunities 
Finance & Procurement 

Finance 
•  Evaluate service delivery model for financial 

reporting 
 

Procurement 
•  Increase adoption of travel and expense tools 
•  Fully automate travel and expense process 
•  Enhance procure-to-pay performance metrics 
•  Consolidate invoice processing and payment 

activities 
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Shared Services  

 Vice President Richard Pfutzenreuter 
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•  A way of organizing the delivery of administrative 
support services into a separate, service-oriented 
entity whose sole mission is to provide efficient, 
high-quality, reliable services  

•  Shared services, in turn, are used (i.e., shared) 
by a significant cross-section of the unit or 
institution 

Shared Services 
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Shared Services Model 
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Shared Services Considerations 
•  Requires careful analysis of which systems, 

business processes, and services can be 
delivered best through a shared services 
model and which ones must remain non-
shared and unique 
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University of Minnesota 
Shared Services Implementation Strategy 

Step 1: Implementation of “Shared 
Service Model” for non-collegiate units 
and pilot project at University of 
Minnesota Duluth 
 
Step 2: Implementation of “Shared 
Service Model” within or among 
collegiate units 
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Conclusions 

•  The University of Minnesota is already doing 
a great deal to reduce administrative costs 

•  The University of Minnesota will take both 
short and long-term actions to continue to 
improve service delivery across a variety of 
functional areas 

•  The University will begin implementing shared 
service models where appropriate 


