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Minnesota Senate or Twin Cities Campus Assembly; none of the comments, conclusions, or actions reported in 
these minutes represent the views of, nor are they binding on, the Senate or Assembly, the Administration, or 
the Board of Regents. 

 
Senate Committee on Finance and Planning 

(to which Faculty Consultative Committee members were invited) 
Tuesday, October 20,1998 

3:15 – 5:00 
Room 238 Morrill Hall 

 
Present: (SCFP)  Stephen Gudeman (chair), Jean Bauer, Charles Campbell, Catherine French, 

Jane Phillips, Peter Robinson, Terry Roe, Charles Speaks, Susan Carlson Weinberg, J. 
Peter Zetterberg 

 
Present: (FCC):  Sara Evans (chair), Linda Brady, Mary Dempsey, David Hamilton, Len Kuhi, 

Fred Morrison, V. Rama Murthy 
 
Regrets: Wendell Johnson, Gerald Klement 
 
Absent: Cynthia Gillett, Eric Kruse, Terrence O’Connor, Richard Pfutzenreuter 
 
Guests: Professor Kent Bales (Subcommittee on Academic Appointments); Senior Vice President 

Frank Cerra (Academic Health Center), Dean Alfred Michael (Medical School), 
Professor Robert Miller (AHC FCC) 

 
Others: Linda Johnsrud (ACE Fellow) 
 
[In these minutes:  Update on IMG subcommittee work; expansion of charge and work of  
subcommittee; report from the Academic Appointments Subcommittee] 
 
 
1. Subcommittee on IMG 
 
 Professor Gudeman convened the meeting at 3:15 and turned to Professor French for a report on 
the work of the IMG Oversight Subcommittee. 
 
 Professor French reviewed with the Committee the actions taken by the subcommittee last year 
and the reports it had submitted at the end of each quarter.  There are a number of issues which still need 
attention; in some cases, the subcommittee will work with the Subcommittee on Twin Cities Facilities and 
Support Services (on facilities and on benchmarks for support service units).  Other IMG issues include 
funding for the libraries, a refinement of the role of the compact process, whether there should be central 
funds for discretionary distribution and how they might be obtained, and mechanisms to direct growth.   
A new issue includes obtaining information from faculty at other institutions that have adopted IMG-like 
systems.  The subcommittee will again communicate with deans and department heads. 
 
 In response to a comment, Professor French said the subcommittee would address the inability of 
the University to model income and expenses. 
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 Asked if there would be compacts within colleges, between departments and the dean, Professor 
French said there is a need for communication within the colleges.  Expectations of departments (with 
respect to revenue, for example) could be different; some departments might be subsidized while others 
might be expected to generate income. They need to know that, and compacts would help communicate 
those expectations.  If there are to be within-college compacts, one Committee member responded, they 
should not be adopted until it is determined that the system of compacts between the President and the 
colleges works.  The compacts for last year have only recently become final and departments do not yet 
have the funds they need to carry them out.   
 
 On the question of funds for distribution by central administration, Professor French said that 
some institutions have used a tax to generate them.  The problem is the historical inequities that were 
frozen in place with adoption of IMG, and how the administration might address them. 
 
 The subcommittee has considered the “trickle-down” application of IMG to departments.  In 
some colleges, there has been straightforward application of IMG; in others, IMG has stopped at the dean. 
Either process can be good or bad.  The subcommittee will raise this issue in its second round of 
conversations with deans and department heads, now that they have gone through one cycle.  One 
Committee member surmised that IMG, supposedly only applied to the colleges, eventually will HAVE 
TO trickle down to departments. 
 
 Professor Gudeman commended Professor French for the work of the subcommittee and said the 
Committee would look forward to reports during the year. 
 
2. New Charge and Membership to the Subcommittee on Facilities Management 
 
 Professor Gudeman distributed copies of a proposed new charge to the Subcommittee on 
Facilities Management, now to be called the Subcommittee on Twin Cities Facilities and Support 
Services.  The subcommittee will take over the work that was to have been done by the Assembly 
Committee on Support Services (which has not functioned in recent years).  The only change in 
membership was the addition of one civil service member, because so many of the staff in support service 
units are civil service employees. 
 
 The Committee unanimously approved the new charge and membership. 
 
3. Academic Appointments Subcommittee 
 
 Professor Gudeman next welcomed Professor Kent Bales to the meeting; Professor Bales has 
chaired the Academic Appointments Subcommittee, a group jointly appointed by the Committee on 
Faculty Affairs and the Committee on Educational Policy to examine academic (faculty and P&A) 
appointments at the University. 
 
 Professor Bales drew the attention of Committee members to Resolution 1 of the draft report 
prepared by the Subcommittee.  It calls for appointment in the “Academic” category of “Faculty” all 
individuals whose assigned duties are teaching or whose assigned duties include teaching and other 
traditional academic work conducted by faculty, unless teaching or research constitute less than 25% of 
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the appointment.  Such individuals (primarily P&A appointees) would be moved to a “Faculty” category, 
and there are a substantial number of people who would be affected. 
 
 One reason for doing this is to ensure that there will be FEWER of such individuals, not more.  
Another reason is so that they have a status equivalent to tenured or tenure-track (TTT) faculty.  Such 
individuals would NOT become tenured; all tenured positions would have to follow the procedures set out 
by the tenure code.  The Subcommittee envisions writing a policy parallel to the tenure code to govern 
those who are appointed to such positions.  The Subcommittee, Professor Bales reported, was divided 
over what makes a faculty member, and over research; what, for example, of faculty whose only teaching 
is to train graduate students, and who otherwise only do research? 
 
 For a department that has P&A staff who are teaching, what problem is solved by this proposal, 
asked one Committee member?  Regulating the number of such non-tenured faculty, Professor Bales 
replied.  At present, no one can say to a department that it cannot hire such individuals.  They are largely 
invisible in the University (except for payroll), are not counted in student-faculty ratios, and no policy 
constrains their numbers.  At the same time, the growth in the numbers of such individuals is one of the 
contributing reasons for the decline in the number of TTT faculty, even while the University is delivering 
more instruction.  There are more non-TTT faculty than ever. 
 
 The trend in numbers is disturbing.  However, one perverse result of the recommendation that the 
numbers of non-TTT faculty be limited, said one Committee member, could be that the amount of 
teaching the University offers could be correspondingly limited.  Professor Bales pointed out that the 
report calls for exceptions for departments with special needs; there is no intent to stop teaching.  The 
department would make the case to the dean and provost; the all-University number of such 
appointments, however, would be limited. 
 
 There are two problems to be addressed, said another Committee member.  One is to make more 
visible those who are doing so much teaching; the other is the decline in the number of TTT faculty.  It 
would be possible to fix the P&A classification system to respond to the first problem; one way to address 
the second might be to stipulate that X% of teaching must be carried out by TTT faculty. 
 
 The Subcommittee considered these options, Professor Bales said.  It concluded it could not fix 
the P&A classifications (which would need regental approval in any event, but that could be sought).  It 
seemed more direct to put all people who perform faculty or faculty-like responsibilities into one 
classification system.  That makes control easier.  Right now no one controls P&A hires; any unit with the 
money can hire as many such staff as it wishes.  The Subcommittee worked with the Academic Staff 
Advisory Committee (ASAC) and is sensitive to the perception that this is an effort to get rid of P&A 
staff; it categorically is NOT.  But the Subcommittee saw no effective mechanism to control the ratio of 
various kinds of faculty unless they are all together in one category. 
 
 This will be relatively easy for P&A staff who only teach, it was said, but what about those who 
also do administrative work and outreach?  What percent of the person becomes faculty?  Professor Bales 
said he had favored fractional appointments, but the Subcommittee did not.  That was probably the right 
conclusion, because if the control is by Full Time Equivalent (FTE), the situation is still one where the 
positions are virtually uncountable.  One could propose that 75% of classes be taught by TTT faculty, but 
that will not happen; administrators will not do it or will say it is impossible.  The Subcommittee 
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recommended what seems to be a cumbersome mechanism only because it could not identify a simple 
one.  The Subcommittee also recognized that positions may often not fit easily into any category. 
 
 There would be FTE counting if a department hired 3 people to teach 3 courses rather than one 
person to teach all 3; the count would be the same in either case.   
 
 One Committee member asked if reclassifying people would not change the student-faculty 
ratios?  Professor Bales said that it would indeed – but inasmuch as the University is retaining these 
people to teach, and presumably approves what they do (since they ARE being retained), they SHOULD 
count in student-faculty ratios.  It would improve the numbers, but it would also be a truer ratio than the 
current numbers suggest.   
 
 Another Committee member said that issues are being mixed together in the report.  One is the 
increase in the number of teaching specialists, educational specialists, and so on.  Another is the number 
of P&A staff.  Those are not the same.  It is not clear that a University-wide document is needed to 
control the size of the P&A teaching staff; the deans’ budgets are responsible for personnel in the 
colleges.  If there is a concern about how to count P&A faculty, there must be a better way. 
 
 Is this proposal expenditure neutral, asked one Committee member?  The very reason 
departments hire non-TTT faculty is to save money on salaries.  Simply counting them differently does 
not solve that larger problem.  Professor Bales said it is too easy to assume that deans, in doing budgets, 
will ask about the number of TTT faculty needed.  TTT faculty are more expensive than other 
appointments.  Without counting and regulating those who are counted, there is no way the University, by 
policy decision, can counter the trends that have been identified.  Without a policy, every unit is on its 
own in terms of what kind of faculty it will hire to teach.  The assumption of the Subcommittee is that the 
trend it is trying to control will continue unchecked unless there is an institutional policy in place.  The 
Subcommittee is CONVINCED that this is the case. 
 
 The premise may be wrong, in one instance, said one Committee member.  In a number of 
colleges, it is the TAs who are being replaced, in large numbers, by non-TTT faculty.  Hiring more 
faculty, on the other hand, could lead to an increase in the size of graduate programs, with more TAs 
teaching courses.  The number of TAs has declined 11% in the last five years, it was reported by one 
Committee member. 
 
 Professor Gudeman concluded that the Committee needed to spend more time thinking about this, 
and asked that it be kept informed of the work of the Subcommittee.  He thanked Professor Bales for the 
work the Subcommittee has done. 
 
4. Funding for Education of Health Professionals 
 
 Professor Gudeman now welcomed Senior Vice President Frank Cerra and Medical School Dean 
Alfred Michael to the meeting to discuss funding for the education of health professionals. 
 
 Dr. Cerra distributed copies of a set of slides and began by saying that there is a disconnect 
between the health care educational system and the health care delivery system, and that it is a national 
problem.  The Twin Cities are on the forefront of the matter, however, because of the penetration of 
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managed care in this area, and others are looking to the University for a solution.  It will take 6-10 years 
to identify how to educate and finance the training of health professionals. 
 
 The education is not keeping pace with the health care delivery system in several ways.  First, 
there is a change in the skills and non-medical knowledge necessary for health care providers, which 
requires a comprehensive revision of the curriculum (for example, changes in equipment, in training for 
working in health plans, and so on).  Second, an aging population with a much higher incidence of 
chronic disease will require a different mix of health-care providers (right now, some areas in health care 
are over-populated with professionals while there are too few in others).  Third, substantial cuts in federal 
funds and competition in the health care market are reducing funding for the education of health care 
professionals. 
 
 It used to be that health care was delivered by doctors, often in hospitals; now it is delivered by 
teams, often in non-hospital settings, the focus is on “wellness,” and it is  
population-focussed.  The AHC must change to educate for this community-based treatment system. 
 
 The reason the AHC needs additional funds for training health professionals was illustrated by a 
graph that Dr. Cerra presented.  (1)  Teaching students to care for sick people is covered by the current 
base funding for the AHC.  (2)  Teaching about new medical knowledge and technology (e.g., CT scans, 
nuclear resonance imaging, etc.), expected in curricular renewal, is funded with state support  (3)  
Teaching new skills and knowledge, new methods of training, and changing health care delivery (e.g., the 
shift to community-based care, so more community-based training, and related necessary new skills) will 
require new resources.  It is this last piece for which new state funds are being sought. 
 
 One major reason the AHC faces financial problems is that the October, 1998, budget balancing 
act (in Congress) will lead to reductions of $40 million per year, for five years, in Medicare funding for 
Minnesota.  45% of that money came to the University.  Nationally, there will be a $20 billion reduction 
in funding for medical education and a $100 billion reduction in physician and hospital payments.  One 
result is that doctors must work a lot harder simply to keep the same income. 
 
 Professor Kuhi inquired where the insurance companies come out in this process; Dr. Cerra said 
they stand to make a great deal of money. 
 
 Another contributing factor to the financial difficulties arises because of the $140,000 cost for 
educating a physician, $40,000 has essentially been a pro bono contribution by the health care community 
through providing clinical opportunities for students in health care settings.  Those providers are now 
saying that they can no longer provide those opportunities for free, because it costs too much – and so 
must charge the University money.  
 
 The University’s request to the legislature, for $37 million in recurring funds, is to cover the 
shortfalls in the cost of educating health care professionals.  Other elements of the AHC plan to deal with 
cost issues include asking that the MERC trust fund (a state-administered fund that contributes to the cost 
of medical education) be increased.  At present, of the approximately $100,000 cost for medical education 
(setting aside the previously pro bono contributions by providers), the MERC trust provided about $6000, 
and pays hospitals, clinics, pharmacies, etc., to pay the cost of training residents.  The University is asking 
that the trust be increased by $65 million, of which 45% goes to the University. 
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 The AHC is also working to ensure that students and residents continue to be permitted access to 
clinical facilities and that practitioners work with them.  The AHC is also asking that providers work on a 
long-term solution to the problem of funding health care professional education, perhaps including direct 
financial contributions by the provider systems.  It is also seeking to ensure that private practitioners 
continue to train students. 
 
 Dr. Cerra then reviewed with the Committee another set of slides outlining a draft model for 
evaluating and funding the cost educating health professionals, including financial data and projections 
over the next several years.  He concluded that even if the legislature fully funds the request for the AHC, 
there will be a $28 million shortfall for the 1999-2000 biennium.   
 
 Dean Michael then explained to the Committee that in his two years as dean, he has seen 
remarkable changes in the Medical School, including major revolutions in technology.  These revolutions, 
in turn, affect how students are trained to practice medicine.  The challenge is how to handle the finances 
of medical education.   
 
 Of 125 medical schools that receive NIH grants, Minnesota ranks 18th in amount received.  In FY 
1996, the Medical School received $71.7 million in NIH grants, $91.3 million in total sponsored research 
grants, and $105 million total for research and training.  It ranks in the 95th percentile in sponsored funds 
per faculty member.  The Medical School ranks first in the country in the number of its graduates who 
enter primary care. 
 
 The income of the Medical School is as follows: 
 
 45%  Clinical income   146.6 million 
 32%  Sponsored programs  105 
 11%  University/state   35 
 4%  Tuition    15.3 
 27%  Donors/Other   26.9 
 
Of this, $56 million is at risk, funds brought in by clinical faculty.   
 
 There is opportunity, Dr. Michael said, for increased support for biological research, with 
increases in the NIH budget over the next six years.  For the last couple of years, Medical School research 
funding has not tracked increases in federal budgets; it has been flat.  There is a simple reason:  the 
number of sponsored program proposals has declined in the last few years, and they have decreased 
because clinical faculty are making fewer proposals.  That decrease is a product of the managed care 
environment and the pressure on the physicians’ time.  If a doctor bills $100, he or she may end up with 
$12, after paying the clinic, the dean’s tax, the department tax, costs of collection, and so on; doctors end 
up working 25 – 40% more time to maintain the same income.  They don’t have as much time to make 
research proposals. 
 
 The percentage of grants funded has remained relatively stable, and the dollars per grant has 
increased.  The problem is that there is not enough support for clinical  
faculty to make proposals.  There have also been more program project grants (more than one 
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investigator) and fewer individual research grants, Dr. Cerra reported. 
 
 Are other places getting more of the money, since the University is not, asked one Committee 
member?  The money is going elsewhere, Dr. Cerra replied.  The number of schools has increased, so 
funds are more spread out, but some are increasing the number of awards they are obtaining.  If one 
controls for managed care penetration, he added, NIH grants decline; with greater the penetration, there is 
a decline in grants.  There are other possible interpretations of events here:  the University came out of a 
tenure debate, the hospital was sold to Fairview, there was re-engineering in the AHC.  Those things are 
now settled, however, and the question is, what will happen?  They are watching closely. 
 
 Several other things have been taking place, Dr. Cerra told the Committee. 
 
--  The practice plans were reduced from 18 to 1, which all had to be worked out.  This was very 

complex, and cost $8 million, but had to be done because the AHC could not get contracts as a 
provider unless it had an integrated system.  That system is now up and running, with a few 
bumps that need to be fixed.  The work of the Senate’s health care task force was a great help. 

 
 --  The arrangement with Fairview is starting to work out, and the AHC is beginning to see revenues. 

They are trying to assist departments that were hardest hit by the sale. 
 
 --  There have been administrative cost reductions and service improvements. 
 
 --  The AHC received about $3.5 million per year from the legislature to award for interdisciplinary 

research and education proposals, through a competitive process. 
 
 --  Benchmarks have been established over the past 14 months, and they are about 50-60% of the 

way to being where they believe they should be. 
 
 --  The AHC is in the midst of an enormous building project, moving people all over; while the 

process is going well, it is very disruptive. 
 
 Asked what he was doing about the possibility of a shortfall in funding for the 1999-2000 
biennium, Dr. Cerra said they are working with the health care provider community to increase MERC 
funding, which solves half the problem.  In addition, the financial projections assume the University will 
have to pay providers an increasing amount of money for on-sight training, but the AHC is working hard 
to continue the pro bono arrangement.  There have been meetings with the chief executives of the local 
health care systems in order to try to identify the appropriate value transfer; if the health care systems put 
money on the table, they want a voice in the training (e.g., information systems competency, management 
of contracts, etc.).  The value of the support needs A LOT of discussion, Dr. Cerra said, and he will go 
very slowly on outside control of education.  Much depends on what they want; if it is an advisory role, 
that is fine; if they want control, there would be a lot of problems. 
 
 In response to questions, Dr. Michael explained the reorganization of the biological sciences and 
Dr. Cerra explained the source of the MERC funding.  With respect to the latter, Dr. Cerra explained that 
they are trying to get away from an annual appropriations process, and that MERC funding has no effect 
on the University’s overall budget, because the MERC dollars come from a completely different part of 
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the state budget.   
 
 Dr. Michael also explained about the education of physicians.  It is more than four years of 
medical school; it also includes three years of residency, and in more complex areas, another three years.  
All of this is within the jurisdiction of the Medical School.  If one looks at the total number of students, 
the University’s Medical School is the third largest in the country.  It costs about $50,000 to 92,000 per 
year to train a medical student, depending on what one wants to count; it costs about $150,000 per year to 
train a resident.    
  
 Much of the revenue to pay for this education came from Medicare (which it will not, in the 
future), and much came from private practice income.  In essence, Dr. Michael said, they have been 
bootlegging medical education out of private practice income. 
 
 Asked if faculty are encouraged to spend more time in the clinic, or if the rewards or culture do 
not favor research, Dr. Michael said that if faculty redirect their time to research, they can get grants – and 
the salary support is better than from private practice (where, as noted only a small percentage of the 
revenue is actually income to the physician).  The problem is funding education; the faculty must work 
longer hours to make an adequate income, which affects their ability to teach. 
 
 Dr. Cerra observed that the average faculty member has a salary guaranteed by tenure; Medical 
School physicians can earn up more, up to a cap.  The base guarantee of tenure covers about 20% of what 
the faculty member can earn, and less than 15% of the base comes from O&M funds, so they earn over 
80% of their salary from clinical income.  The Medical School and AHC do not have a lot of O&M 
funding to cover losses in clinical revenues and to allow faculty to spend time on research. 
 
 The base salaries of clinical faculty are fairly modest, Dr. Michael said; there were resources on 
the clinical side that could be used to pay salaries.  In his own department, Pediatrics, about 5% of salaries 
came from O&M funds.  The pinch comes with the source of funds used.  Why not fire some clinical 
faculty?  Because of the income they generate, terminating a clinical faculty member would mean saving 
$1 in O&M funds and losing $5 in clinical or research funding – that is not rational.  Nor is it feasible 
simply to get rid of the clinical enterprise; that is needed to train health professionals.  The AHC cannot 
get out of the health care business. 
 
 The question is, what kind of Medical School does the University want?  At $105 million in 
sponsored research and training, this medical school more resembles the private university medical 
schools; the average research funding at the public institutions is about $60 million.  This Medical School 
has a superb faculty, and the goal is to maintain its situation, to go where it needs to go to retain that 
status, and to maintain its scientific vigor. 
 
 Is there not a conflict between the demand for more clinical training and the configuration of 
research, asked one Committee member?  There is, Dr. Cerra said, and there are a number of ways it 
could be approached.  One way would be to hire faculty whose only responsibility would be clinical 
training (which would create tension with the Medical School’s mission).  Or it could hire more faculty 
who only teach.  That raises a question about the clinical track, and about what it means to have a tenured 
faculty.  It is also necessary to ask about the value of an academic appointment of health professional 
faculty, when they are so subject to market forces.  How can the value of that appointment be increased, 
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in a reward system that is not yet understood?  
 
 The AHC is very interested in the guidelines on how to structure faculty appointments, because 
this is a big challenge for it.   
 
 The faculty of the Medical School face both global and individual conflict; they want to do 
research and teach, not just see patients.  The most competitive faculty spend 75% of their time in 
research and 25% seeing patients; others do less research.  Once they see that they cannot do research and 
teach (because they must generate clinical income), they ask why they are at the AHC, when they could 
be doing the same thing in the private sector and make more money.  Some leave. 
 
 On the other hand, the Medical School needs a strong clinical enterprise to support the academic 
environment.  It is harder to maintain that enterprise now, but they must do the best they can, and do not 
expect that all faculty will be covered by O&M funds. 
 
 Asked if they had examined the size of departments, both Dr. Cerra and Dr. Michael said they 
had, and some have had their numbers reduced.  They need to think about program needs, and the number 
of students per year who should be trained, it was said; Drs. Cerra and Michael agreed. 
 
 How does one decide on the right number, asked one Committee member, especially when there 
has been such a dramatic increase in the costs of graduate medical education?  Dr. Cerra observed that the 
number of residents has been cut by 30% over the last three years; since the AHC trains about 80% of the 
health professionals in Minnesota, however, they do not believe it would be appropriate to cut more 
without risking the ability of the state to have adequately-staffed health professions.  The numbers of 
students in sub-specialties have been reduced, Dr. Michael said, but as he goes around the state, he is 
repeatedly asked why the Medical School is reducing its numbers when doctors are needed.  That, Dr. 
Cerra pointed out, varies with the field; the biggest growth area in medicine is geriatrics. 
 
 Asked if they could increase the number of residents per faculty, Dr. Michael said that much of 
the training is one-on-one or in small groups, in wards and operating rooms.  Faculty cannot handle more 
than two or three students at a time, Dr. Cerra said, at the level of teaching clinical skills.  That training is 
not in books; it is more like an apprenticeship.  What is needed is an evaluation of the number of people 
needed, and how to assure a quality education. 
 
 Dr. Cerra thanked the Committee for its time, and said that any information it wishes will be 
provided.  Professor Gudeman thanked Drs. Cerra and Michael for joining the meeting, and adjourned it 
at 5:20. 
 
       -- Gary Engstrand  
 
University of Minnesota 
  


