
Minutes* 
 

Senate Committee on Finance and Planning  
Tuesday, February 4, 2014 

3:00 – 5:00 
238A Morrill Hall 

 
 
Present:  Russell Luepker (chair), Gary Cohen, Dan Feeney, Catherine Fitch, Jennifer Gunn, Karen 

Ho, Samantha Jensen, Michael Korth, Kara Kersteter, Jill Merriam, Fred Morrison, Paul 
Olin, Richard Pfutzenreuter, Terry Roe, Arturo Schultz, Aks Zaheer 

 
Absent:  David Fisher, Laura Kalambokidis, Lincoln Kallsen, Ann Sather, Michael Volna, Pamela 

Wheelock 
 
Guests:  Michael Rollefson (Office of the Vice President for Research); Julie Tonneson (Office of 

Budget and Finance); Professor Will Durfee (Faculty Consultative Committee) 
 
[In these minutes:  (1) cost pools; (2) update on strategic planning] 
 
 
1. Cost Pools 
 
 Professor Luepker convened the meeting at 3:00 and welcomed Mr. Rollefson and Ms. Tonneson 
to participate in a discussion about cost pools.  Professor Luepker began with an explanation of the 
University budget.  The current budget model dates from 2007:  revenues from tuition and direct and 
indirect research funding go directly to the colleges; state funds are divided among the colleges based on 
judgments by the central officers.  The colleges then use some of the money they receive to pay certain 
institutional expenses; these are called cost pool charges.  There has been a discussion among the colleges 
because some of them pay more in cost-pool charges than they receive in state funds.  As a result, he 
thought it would be helpful for the Committee to talk about the cost pools.  He asked Ms. Tonneson to 
talk about the structure of cost pools and how decisions are made; he asked Mr. Rollefson to talk about 
how one unit makes decisions about what budget amounts to recommend for adoption for the University. 
 
 Mr. Rollefson began by providing the perspective of an administrative unit (Office of the Vice 
President for Research, OVPR) that prepares a budget that ends up as part of a cost-pool charge.  He 
explained the annual budget cycle for his units and those like it.  OVPR asks those units that report to it to 
prepare work plans and submit them in early fall.  Those units develop a large number of investment 
requests, almost always good ideas, so during the fall his office brings the numbers down to reality and 
develop a budget to bring to a committee of faculty and college administrators from units that pay cost-
pool charges.  That committee reviews their proposed budget and offers advice and criticisms; they have 
received support for some elements, suggestions to remove some elements, and sometimes the committee 
asks why certain items are not included.  The committee is enormously valuable to them.  He noted also 
that Professor Luepker serves on the committee. 
 
 Professor Luepker asked what happens if there is a surplus from the previous year.  Mr. Rollefson 
said that there usually is a surplus, which is their "shock absorber" and they could not operate without it in 
order to deal with unexpected costs.  They try to keep any surplus to a minimum.  He said he did not 
know of any target for a surplus in his or other units. 
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 Mr. Rollefson reviewed the budget data for the OVPR part of the research cost pool.  (It is 
important to note that of the current $28.7 million research cost pool, $10.7 million (37%) is for research 
costs across the University that are not overseen by the OVPR.)  He noted that it had increased from 
$24.7 million in FY10 to $28.7 million in FY14 and that they have proposed an increase of $5.1 million 
for FY15, a large request of 28%, and the highest priority is $3 million for research advancement, an item 
that has been discussed with the president.  The other significant increases sought include funding for the 
Office for Technology Commercialization (supported until recently from the Glaxo funds from Ziagen), 
$500,000 for e-research upgrades, and $250,000 for clinical trials oversight.  They will learn soon how 
much of the requested increase they will receive, as the budget cycle continues during spring semester. 
 
 Professor Zaheer asked what the average increases in their cost pool funding have been.  Mr. 
Rollefson did not have the data at hand but surmised that it was probably in the 3-5% range.  Professor 
Olin asked what percentage of indirect cost funds go back to help pay for the Sponsored Projects 
Administration office.  "None," Mr. Rollefson said, because those funds go to the colleges and SPA costs 
are part of the research cost pool. 
 
 Ms. Tonneson next reviewed how cost pools fit in the budget process and provided Committee 
members with a narrative description of each of the cost pools and how they are assessed.  In the case of 
the research cost pool that Mr. Rollefson just discussed, for example, the charges to the 
colleges/campuses are based on a 3-year rolling average of their sponsored funds expenditures. 
 
 Professor Luepker asked if the MnDRIVE funds are included in the research cost pool.  They are 
not, Ms. Tonneson said; they are an academic allocation to the colleges/campuses.  Vice President 
Pfutzenreuter said he thinks of MnDRIVE as a unique state special allocation; they are academic dollars, 
not charged through the cost pool. 
 
 Professor Roe asked if Parking and Transportation receives cost pool funds.  They do not, Ms. 
Tonneson responded; they are an auxiliary service that collects and spends its own revenues, like 
academic units, and they also pay cost-pool charges. 
  
 Ms. Tonneson provided an update on the proposed cost-pool charges for FY15.  The net proposal 
is an increase of $9.6 million, a 1.9% increase; the administration has approved total increases of $14.6 
million, reduced to $9.6 million by the 1.5% internal reallocation in cost-pool units (the same reallocation 
level as that in academic units).  Of the $14.6 million, $2.7 million is for compensation increases, $2.1 
million is for student aid, $3.2 million is for new building operations, and $7.1 million is for investments 
to be made by support units (e.g., funds for the research advancement proposal in the research cost pool).  
Utility costs declined by $1.7 million.  Of the 17 cost pools, for FY15 some would see increases and some 
would see decreases; the largest increases would be in facilities, Twin Cities support services, research 
support, and undergraduate student aid; the largest decreases would be in utilities and system-wide 
support services.  The increase in Twin Cities support services is largely the operating cost of the new 
purchasing system, which will in turn lead to savings in each of the units. 
 
 Mr. Pfutzenreuter observed that the $9.6 million increase proposed for cost pools is not just for 
central administrative costs.  Money goes to the OVPR, for example, to spend on the colleges/campuses.  
Many of these funds are allocated to units for facilities expenses (such as the new cardio-cancer and 
physics and nanotechnology buildings).   
 
 Professor Roe inquired if Mr. Pfutzenreuter's office tracks the dollars.  They do not, Mr. 
Pfutzenreuter said; all money is green; it comes into the cost pools and is then paid out.  Ms. Tonneson 
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noted, however, that they do track cost pool charges and expenditures by college/campus.  Professor Roe 
asked if there is a consistent pattern of reallocating dollars over time—do some units grow and others 
not?  They do, Mr. Pfutzenreuter said, and the priority-setting funds are those appropriated by the state. 
 
 Professor Cohen said it is his understanding that when a dean prepares a budget, attention is 
devoted to the all-funds budget, including cost pools and tuition revenues as well as endowment funds, 
fees, grant revenues, and so on.  With respect to that larger budget process, at what point does the all-
funds situation of each college come into play in discussions with the provost?  Mr. Pfutzenreuter said 
that the administration knows what all those funds are and they do talk about them, but the focus is on 
tuition and state funds; they do keep an eye on the other sources.  If those other sources are particularly 
healthy, Professor Cohen asked, what gets adjusted?  The state funds, Mr. Pfutzenreuter said.  That is one 
way to make adjustments in college/campus funding. 
 
 Professor Zaheer asked Ms. Tonneson to review the process by which the decision was made to 
impose a 1.5% reallocation on all units.  Some of that money is given back?  It is, Ms. Tonneson said, 
through the investment pool.  The president is involved when the original budget framework is set at high 
levels in terms of costs, how much of an investment pool he wishes to see, realistic tuition revenues, 
realistic expectations about state appropriations, and so on.  Both President Kaler and his predecessor, 
President Bruininks, believe that reallocation is a good process because it means units keep looking at 
what they are doing.  At the end of this high-level review, a reallocation amount is identified.  It is an 
iterative process. 
 
 What are the bases on which allocation is done, Professor Zaheer asked?  Is there a formal 
process?  How are priorities decided on?  Mr. Pfutzenreuter said they look at fixed costs such as 
compensation (which can be tweaked), utilities, etc., and reallocation is an amount identified after the 
analysis of costs and revenues.  One objective, Ms. Tonneson said, is to create some ability on the part of 
the University to make investments. 
 
 The proposed FY15 budget framework also calls for $16.4 million in academic investments, an 
amount that could change if tuition revenues are more or less than expected or if academic reallocation is 
more or less than the projected $20.1 million. 
 
 Ms. Tonneson and the Committee had a discussion of the technical aspects of the "double step 
down" adjustments to cost pool charges, used to ensure that costs are adequately reflected in each cost 
pool (e.g., some facilities costs are moved to the libraries cost pool in order to reflect the actual costs of 
operating the libraries).  Professor Cohen observed that the colleges want to know how much units or 
particular services actually cost because those costs are allocated differentially to the colleges/campuses, 
according to formulas that reflect their respective use of particular central services. 
 
 Professor Morrison referred to a table of data showing the proposed increases in some of the cost 
pools and asked if those were discretionary decisions made to support unit investments.  They are, Ms. 
Tonneson said, and are one component of the 1.9% increase in cost pool charges.  She noted, for example, 
that the research cost pool would receive an increase of $2.5 million in response to the request that came 
from the OVPR.  Professor Luepker asked who makes those decisions.  Ms. Tonneson said that the 
"Budget 5" meets with each unit and then develops recommendations to the president (within the 
guidelines he had set) which they walk through with him on a line-by-line basis.  In the end, the president 
approves the final list.  Professor Morrison noted that there will be a $9.6 million increase in the cost 
pools (which includes, as noted, compensation, building operations, etc.), and the academic units will 
receive $16 million for new investments.  Mr. Pfutzenreuter reiterated his point that much of the $9.6 
million will flow back to the colleges. 
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 Professor Durfee, who had joined the meeting to provide an update on the strategic planning 
process, complimented the Office of Budget and Finance for all of the information it makes available on 
the web.  Anyone who wants to find out the answer to a question can do so.  Or they can call the Office of 
Budget and Finance, Ms. Tonneson added. 
 
 Professor Luepker thanked Vice President Pfutzenreuter, Mr. Rollefson, and Ms. Tonneson for 
the discussion. 
 
2. Update on Strategic Planning 
 
 Professor Luepker turned to Professors Durfee and Zaheer for an update on strategic planning. 
 
 Professor Durfee began, and observed that this Committee has good representation on the 
strategic planning working group:  Professor Zaheer and Vice Presidents Pfutzenreuter and Wheelock, so 
10% of the 30 members of the working group.  The working group was charged in September by 
President Kaler, who used three words that have stuck with the working group:  ambitious, specific (Twin 
Cities only, and customized to the University of Minnesota, not a duplicate of what peer institutions have 
done), and actionable (the president wants a plan with viable goals that can be accomplished within 5-10 
years). 
 
 Since its appointment, the working group has conducted surveys across the University, held 
campus conversations, and held a number of meetings that included a half-day retreat (which the 
president attended in its entirety).  They have also begun to gather external stakeholder views from the 
arts, business, politics, non-profits, athletics, and so on.  The president has said that external views are 
important but that the strategic planning process will be internal.  The working group (chaired by Provost 
Hanson) also provides periodic updates to the Board of Regents; they are now thinking about how to 
bring in other faculty, staff, and student groups into the process. 
 
 The working group accepted the University's mission statement adopted by the Board of Regents; 
they have been developing a vision statement that is nearly completed, which will be brought to the Board 
in March.  The exciting part for the working group members has just begun, however, when they will 
move from mission and vision to goals and strategies. 
 
 Professor Durfee said that four themes have emerged from the work they have done thus far: 
 

--  The Twin Cities metropolitan area is a major asset and the University can distinguish itself 
from most of its peers by taking better advantage of its location in the metropolitan area; how that 
can be accomplished is embodied in the idea of "permeable boundaries." 
 
--  The breadth of the University is both a strength and a liability; a strength because it can do 
much that other institutions cannot; a liability because it cannot do everything.  The Twin Cities 
campus is nearly unique in the combination of its breadth and location in the metropolitan area. 
 
--  The campus could organize itself around societal grand challenges. 
 
--  There is a sense that, as a university, it can be better.  This is a fabulous university that has 
tremendous talent in its faculty, staff, and students—but it has not quite reached its potential.  
"Good enough" is not sufficient, and the University needs to enable people to be better than they 
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are now.  There is a sense that people must strive for a higher bar, although how that is to be 
accomplished is not clear at this point. 

 
 Professor Zaheer, also on the working group, added observations.  First, the working group wants 
the University's vision statement to be both inspirational and aspirational.  The vision statement should 
not be cookie-cutter or garden variety.   
 
     Second, Professor Zaheer said, the working group has begun trying to achieve more specificity 
around the emerging vision, something that is quite difficult because, as others have noted, moving a 
university this large is like steering a supertanker.  The question is how to change the culture to overcome 
inertia and move people forward toward a vision. 
 
 Professor Durfee reported on the timeline:  Provost Hanson has indicated that the goals and 
strategies will be completed by the end of the academic year; implementation will come after that.  So a 
major part of the strategic planning process will be done this academic year. 
 
 Professor Cohen asked what the methodologies will be for implementation of the practical 
recommendations that come out of the process.  The question may be premature, but the University had a 
strategic positioning process under former President Bruininks and former Provost Sullivan that led to 
moving departments and restructuring colleges; perhaps that process had a narrower charge.  When it 
came to implementing the recommendations of that process, there were some hard feelings and debris 
left.  Is there any comparison between this process and that one, or understanding of what was learned 
from the last time in order to gain consensus? 
 
 Professor Durfee said that the first phase consists of the working group identifying overall goals 
and strategies; implementation is a separate process.  He agreed that to achieve the goals will require 
broad buy-in.  This process may differ from the earlier one in that the earlier one went rapidly into chunks 
and focused early on implementation; this time the focus is on goals first, then on implementation. 
 
 Professor Feeney commented that those who have been at the University a long time have been 
through strategic planning efforts a number of times.  His question remains:  is the University 
sustainable?  Vice President Herman said to this Committee that there is a commitment by the 
administration to stop doing things.  Is that proposition on the table?  To really stop doing things?  Is 
anyone looking at what the University must do in order to be sustainable? 
 
 Professor Durfee said he believes President Kaler is very interested in that question—and he 
wants action items from the process.  Those two things together may make a difference.   
 
 Professor Roe said he believed the centralized process to be fine but suggested that in terms of 
inspiration and aspiration, vis-à-vis scientists in their labs, for example, they already hold inspirational 
and aspirational goals, so a top-down process might be designed to reinforce this commitment.  If too 
detailed, it may not be best, or counterproductive.  Moreover, this must, as well, be a college process. 
Professor Zaheer agreed but said that there must be a commitment from the central administration to 
provide the vision, priorities, and resources, so it both a top-down and bottom-up process.  There will also 
be extensive involvement of stakeholders on what actually can be done.  That needs reinforcement, 
Professor Roe said, so that the scientists in the units understand that they are good—reinforcing goals. 
Professor Zaheer agreed. 
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 Professor Olin asked, apropos of the action items expected from the strategic planning process, 
for those with budget implications, are they looking at budget shifts or will the recommendations be 
budget neutral?  They are not looking at budget implications, Professor Durfee said.  It could be a goal, 
for example, that the financial system or budget model must be amenable to academic goals (or that the 
budget process must facilitate academic goals).  He said, however, that he does not know what the 
recommendations on that point might be, if any.  The implementation group will have to decide how to 
achieve the goal. 
 
 Professor Luepker said he had been at the University long enough to remember Commitment to 
Focus (CTF); he was an assistant professor at the time—and he wasn't asked about it.  But CTF was a 
dramatic proposal for change, including closing two colleges.  Is the working group looking at dramatic 
changes like that?  CTF cost a president his job, even though a faculty committee made the 
recommendations.  The academic world is changing and universities will not look the same in 25 years, 
so dramatic change will be needed. 
 
 Professor Durfee said the working group will not be that specific.  It will identify a set of general 
principles and a set of goals to decide the decisions to be made.  It will likely not make any shocking 
recommendations. 
 
 Professor Roe said that the percentage of high school graduates going on to higher education is 
not as high as it should be.  What if a goal were to increase that percentage, which would mean working 
with the community colleges and MnSCU, and that Education and Human Development (CEHD) would 
work to help improve the high schools.  Would that be a possible goal?  Or is it too specific?  In a 
knowledge economy, those are the University's clients, and articulating opportunities can help keep the 
costs of college down. 
 
 Professor Zaheer said that Professor Roe's suggestion might be too specific at this point, although 
it is a wonderful suggestion—and there will be opportunities to make such suggestions, and they will be 
taken into account, because eventually there will have to be decisions.  The suggestion goes to the point 
about permeable boundaries, Professor Durfee said:  CEHD has expertise in high school and K-12 
education generally, but there are also local experts outside the University.  It could be that the process 
would start something that that would lead to the University being open to more students from Minnesota. 
 
 Professor Ho said she was trying to think of something ambitious and specific—and that is what 
is novel about this process.  Usually one hears that the institution should shave a little here, merge a few 
units; this is more interesting and more mission-driven. 
 
 Professor Schulz said that in terms of Professor Roe's suggestion, there may be tremendous 
opportunity right now, given that the MnSCU chancellor is a former dean and vice president at the 
University.  In terms of permeable boundaries, everyone in the Twin Cities knows about the University 
"but few know us."  That same thing is true for others who come from outside the state and from around 
the world.  It is important to have as a goal exporting the University beyond the Twin Cities. 
 
 Professor Luepker thanked Professors Durfee and Zaheer for their report and adjourned the 
meeting at 4:35. 
 
      -- Gary Engstrand 
 
University of Minnesota 


