
 Minutes* 
 
 Senate Committee on Finance and Planning 
 Tuesday, April 1, 1997 
 3:15 - 5:00 
 Room 238 Morrill Hall 
 
 
Present: Fred Morrison (chair), Thora Cartlidge, Catherine French, Jason Frick, David Hamilton, 

Joanne Jackson, Gerald Klement, Gary Malzer, Richard Pfutzenreuter, Benjamin Senauer, 
Charles Speaks, Craig Swan, James VanAlstine 

 
Regrets: None 
 
Absent: Bruce Bromberek, Robert Kvavik, Patricia Ferrieri, Peter Robinson 
 
Guests: Senior Vice President Marvin Marshak, Jane Whiteside (Academic Affairs); Terry 

O'Connor; Steven Cawley 
 
[In these minutes:  University plan; statements on the food service, IMG, and grants management 
information access; payroll issues; 1997-98 salary plan/distribution; administrative computing redesign 
projects] 
 
 
1.   University Plan 
 
 Professor Morrison convened the meeting at 3:15 and welcomed Drs. Marshak and Whiteside to 
the meeting to discuss the University plan. 
 
 Dr. Whiteside distributed copies of the executive summary of the plan and explained that it is an 
annual update of U2000 provided for information to the Board of Regents every April; the Board acts on 
the plan in May.  It is an update, not something new, and contains an environmental assessment (both 
internal and external trends), planning assumptions, the financial framework, and strategic initiatives for 
the coming year.  The document contains no significant changes from what has gone before, and also 
reflects the biennial request. 
 
 Professor Morrison asked that Committee members be sent copies of the full report, and said it 
would be brought back in two weeks to determine if the Committee wished to say anything about it.  He 
noted that with respect to the strategic initiatives, the issues must be addressed but that there is no 
implementation plan. 
 
 Professor Morrison thanked Dr. Whiteside for joining the meeting. 
 
 
                     

 *These minutes reflect discussion and debate at a meeting of a committee of the University of 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 
April 1, 1997 
 

 2

2.   Statements 
 
 Professor Morrison next drew the attention of Committee members to three draft statements the 
Committee might make:  one on information access in grants management, one on possible changes in 
management of the food service, and one on Incentives for Managed Growth. 
 
 FOOD SERVICE   The Committee discussed with Professor Marshak issues associated with the 
food service, including the proposition that the food service should serve the academic mission by 
providing the opportunity to interact and to stay on campus, whether there should be one or more 
vendors, the status of negotiations and who should advise on them, and the question of price versus profit. 
The Committee then unanimously adopted the following statement: 
 
  The Committee has been informed about the process that has been established to 

consider alternatives for future management of food service operations on the Twin Cities 
campus.  The Committee is concerned about this matter, believing that an adequate and 
appropriate food service operation is essential to providing and enhancing community and 
building a user-friendly university. 

 
  The Committee advises the administration that as the process goes forward, specific 

steps should be taken: 
 
 1. Identification of who will make decisions during negotiations with prospective 

vendors; 
 
 2. Advisory councils that include students, faculty, and staff should be established 

now, not after negotiations with a vendor have been completed; and 
 
 3. Required contract provisions should be identified now. 
 
 INCENTIVES FOR MANAGED GROWTH   Professor French then noted her draft statement, and 
said it reflects serious concerns about IMG.  The impact seems to be more negative than positive, and one 
can already see the impact on departments.  At the same time, the Committee is hearing about the large 
costs of administrative process changes, which seem to have no check on costs and which do not 
guarantee any savings.  The disincentives of IMG affect both departments and students, calls for decisions 
based on counting, and takes away the planning process. 
 
 One Committee member pointed out that IMG appears to be compromising the conversion to 
semesters in one college; decisions are being based on a possible loss of tuition revenue.  It is assumed 
students will not change their registration patterns (i.e., take four classes instead of three); if a college 
adopts the 3-credit module recommended by the Senate's Semester Conversion Standards, it could lose a 
significant amount of money.   
 
 More importantly, Professor Marshak observed, the students will also not graduate, or not graduate 
in a timely fashion.  He said that IMG points out a problem with the Senate policy:  if students only take 
three courses per term, they will not graduate. 
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 Professor French noted the emphasis in IMG on the cost of space and that departments generate as 
many student credit hours as possible.  She inquired how IMG will help promote interdisciplinary 
activities?  Moreover, some activities have value, even though they "cost" the institution; faculty in 
subsidized units might well see a decline in morale because they are "costing" the institution money. 
 
 Professor Morrison temporarily passed the gavel to Professor Speaks, and spoke in favor of IMG.  
He said that if he were in a unit being subsidized by the University, he would be happy, because it would 
mean the institution had consciously decided the activity were worthy of support.  It was also pointed out 
that these are investments, and that IMG will force the University to make investment decisions.  It 
should be easier to start new programs than it now is. 
 
 Who will make these decisions, asked one Committee member? 
 
 IMG must be compared to the current allocation process, Professor Marshak maintained.  At 
present all funding is allocated.  Under IMG, about 75-80% of a college's funding will be allocated; the 
college will control the remaining 20-25% through the revenue it generates.  IMG is not all a free market 
system; it adds possibilities for units to change or expand their revenues on the margin. 
 
 In departments, it was said, people are discussing how to make more money, how courses can be 
changed to meet liberal education requirements so they attract more students, how to use TAs more 
because they are cheaper.  None of this is in the best interest of students or the best way to use resources. 
 
 Another Committee member pointed out that IMG went through an advisory committee and was 
reviewed in October by this Committee.  It is also embodied in the budget.  Questions can be raised, but 
IMG cannot be retracted.  It forces the University to recognize where costs and income are, and that 
should be endorsed.  There are problems that must be addressed, but the draft resolution should not be 
supported, it was argued. 
 
 The existing system also does not recognize the efforts of the colleges, said another Committee 
member.  IMG tries to do so.  And IMG does not eliminate consultative committees or the administration 
so that decisions are different.  It is still the responsibility of faculty and the administration to see that the 
right decisions are made. 
 
 IMG has already made the decision, it was said; student credit hours are to be generated.  There are 
benchmarks, it was rejoined, that must be met. 
 
 Another Committee member recalled that there was to be a body appointed to address problems 
with IMG; was it ever created?  Professor Marshak noted that the Twin Cities Campus Assembly was 
unable to approve an all-campus curriculum committee, so that is dead; the administration will have to 
create some kind of body. 
 
 Professor Morrison suggested that Committee members think about the possibility of an advisory 
or oversight group, and that comments be sent to Professor French so that she can bring back a revised 
motion. 
 
 GRANTS MANAGEMENT   Following its discussion at the previous meeting, the Committee 
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agreed unanimously and without discussion to the following statement: 
  
 Statement on Grants Management Information Access 
 
  In connection with the redesigning of the grants management system, the Committee 

has received a report on the nature and costs of access to grants management information.   
 
  The Committee concurs with the recommendations from the administration that the 

existing system of filters is cumbersome, expensive, inappropriate, and unnecessary.  The 
Committee favors granting access to all public information (as defined by statute) to all 
employees who need it, and to eliminate filtering except as required to protect information 
determined by statute to be private. 

 
3.   Payroll Issues 
 
 Professor Morrison welcomed Terry O'Connor and Carol Carrier to the meeting to discuss payroll 
issues:  the biweekly payroll and payment of salaries over 12 months to faculty and 
professional/administrative staff who have appointments of less than 12 months (e.g., B appointee 
faculty). 
 
 Mr. O'Connor reported that it is intended that virtually everyone be on the biweekly payroll on 
September 1, 1997; that date is one where the old and new pay periods coincide.  The change will be 
made for union employees through the negotiating process.  No-interest loans will be made available to 
everyone, including graduate students for the term of their appointment.  The benefits of the change 
include a reduction in costs, ability of the University to meet federal and state guidelines for incorrect 
payments, and the ability to accurately encumber grant-related payroll expenses. 
 
 The effective date of paying B appointees (and other academic employees who have less than 12-
month appointments) over 12 months will be July 1 of this year; it will be optional, and individuals can 
convert back to a 9-month payroll on an annual basis.  Electing to be paid over 12 months will require 
conversion to the biweekly payroll on July 1.  The minimum qualification is that an individual must have 
a 50% appointment for at least 9 months.  Individuals who elect this option may also take out a no-
interest loan. 
 
 The question of summer school compensation and of interfacing the change with the grants 
management system have not been addressed, but they will be.  This problem has been dealt with at other 
institutions, one Committee member noted.  Committee members discussed these issues with Professors 
Carrier and Marshak.  This is a large technical problem, it was concluded by one Committee member, but 
it is not large conceptually; it will be important to get this set up right, and set up right by July 1. 
 
 It was noted in the concluding discussion that there remain about 11,000 employees on semi-
monthly pay, that A-based faculty still dislike the biweekly payroll because of the delayed pay (although 
a decent salary increase may mitigate those feelings), and that there are still significant faculty groups 
who vocally oppose the biweekly payroll (whose views will be gathered by Professor Hamilton for Senior 
Vice President Jackson). 
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 The Committee voted to approve the two changes in the payroll plan that had been outlined, and 
indicated it expected to hear more as details of how to solve the remaining problems are forthcoming. 
 
4.   Compensation 
 
 Professor Morrison next welcomed Dr. Peter Zetterberg to the meeting to discuss the proposed 
faculty compensation plan.  Dr. Zetterberg distributed a handout concerning compensation and 
comparisons with the top 30 research universities. 
 
 The objective of the University, he recalled, is for faculty salaries to be at the mean of the peer 
group over the next three years; for the Twin Cities faculty, this means the mean of the top 30.  The other 
campuses have their own peer groups. 
 
 The 1997-98 compensation plan has two pools:  an inflationary pool of 2.5% for all employees, and 
a pool of about 5.9% to bring employees (primarily faculty) towards the mean of the market.  The key 
question is how to distribute the 5.9%.  Professor Marshak noted that deans and administrators are 
excluded from receiving the merit increase money. 
  
 The only survey data conducted nationally that the University has is from the AAUDE 
(Association of American Universities Data Exchange).  Of the top 30 research universities, data are 
available from 15:  Northwestern, Duke, Carnegie Mellon, Berkeley, Michigan, UCLA, Cornell, Penn 
State, Texas, North Carolina, Purdue, Illinois, Minnesota, Wisconsin, and Washington.  It was decided to 
use the data from these 15 as the basis for market allocations of salary increases.  There are only three 
private institutions in the group, so it almost certainly understates how far below the mean University 
faculty salaries actually are, but it is a good group nonetheless.  The 15 missing institutions are mostly 
private, and the University will never be able to get department-level information from them, because 
they do not provide it to the AAUDE.  The mean will keep changing over the three years, Dr. Zetterberg 
also pointed out, and that will have to watched; it may be that some or all of the other 29 institutions will 
also increase salaries by more than inflation.  It will take three years to reach the mean, assuming that 
salary increases the next two years are comparable to the amount for 1997-98. 
 
 One Committee member pointed that in the case of his college, the use of AAUDE data provides 
the wrong peer group; the professional association also provides more comprehensive data. 
 
 The plan is to use these data as a major factor in salary allocations, with constraints:  there will be 
caps for Twin Cities colleges of a 2% minimum increase (in addition to the 2.5% inflationary increase for 
all employees) and a maximum 7% increase, and some funds are to be set aside for awarding increases 
based on considerations other than market.  How big a factor should the AAUDE data play?  The senior 
officers believe they should play some, but not a dispositive, role.   
 
 One Committee member said he was disappointed that quality is ignored.  It is not, Professor 
Marshak said.  One can think of the faculty salary increase in three parts:  the inflationary increase, 4.1% 
allocated on market data, and 1.8% allocated on the basis of quality and priority.  The President has asked 
the provosts to make the third allocation.  The provosts have told the President that there are quality 
differences within units, but not ACROSS units, so the 1.8% should be allocated equally across the three 
provostries. 
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 Quality is also accounted for with highly-ranked departments whose salaries are above the mean of 
the peer group, Dr. Zetterberg added.  Those data are not included in the proposed market allocations; 
only the numbers from departments below the mean were included.  Quality is also accounted for with 
highly ranked departments whose salaries are above the mean of the peer group, Dr. Zetterberg added.  
No college was penalized for this.  In the allocation model, only negative deviations from the mean were 
considered, rather than allowing positive deviations to offset negative deviations. 
 
 Professor Marshak emphasized that this is a 3-year plan; it is expected that if similar increases are 
provided twice more, each unit will be where it should be.  The University is forced to make one 
assumption about the data:  WITHIN the University, the distribution of salaries is well-measured by the 
data from the 15 universities from which there are data, that the distributions for the institutions are the 
same.  In the instances where data are available, that assumption has been validated. 
 
 One Committee member observed that these data have received public scrutiny.  What is the 
bottom line:  that faculty will expect more than will be delivered?  This is a critically important issue; in 
some units, there will be little in recurring salary increases, because last year's increases were delivered 
with non-recurring funds.  Another problem is what will be given to INDIVIDUALS; every year, 
expectations are raised and then faculty do not received what was announced. 
 
 These are problems, Professor Marshak agreed.  He pointed out, however, that when the announced 
mean increase is 8.5%, all faculty will expect to receive 8.5%.  A MEAN increase of 8.5% means that 
some faculty will not receive that much.  There will be a problem, he agreed, in the cases where salary 
increases last year were one-time, even though psychologically most people did not feel that way. 
 
 This is an issue of public relations, it was said, and should not be disparaged.  Perhaps the 
announced increases should be 5%, Professor Marshak mused, because then fewer would be disappointed. 
When increases are zero, it is hard to give big raises, and no one is disappointed. 
 
 Committee members discussed the increases that would be received by college; the minimum 
allocated to the provost for any college will be 4.5%, but the provost could allocate more or less.  It may 
be that a number of faculty will receive considerably less than 8.5%. 
 
 Asked about P&A employees, Dr. Zetterberg said they are always an issue in comparative salary 
studies, because at some institutions those same people are faculty (e.g., librarians, extension agents).  
They have been factored into the salary data for faculty.   
 
 The salary data are available by college, Dr. Zetterberg confirmed.  Professor Marshak said the 
provosts are in a better position to make allocations to the colleges; the president has allocated the money 
to the provosts but not told them how to allocate it further.  The provosts have been informed the 
disaggregated data are available, but they need not use it.  The provosts appreciate the need for some 
consistency, Dr. Zetterberg added; it is different within colleges, where deans may want to discriminate 
among departments more than the President does among the provosts. 
 
 One Committee member said that these comments had been reassuring, but suggested that the 
provosts should be told that they must have a good reason to deviate from the market data concerning 
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each college.  In response to a further suggestion that the data be made available to deans, Dr. Zetterberg 
said he has made them available to the provosts, but it is up to the provosts to distribute them further.  The 
raw data (with the institutions coded, not named) is public, he affirmed. 
 
 Another Committee member noted that the percentages used in discussions do not always add up to 
the same total.  The amount of DOLLARS proposed for increases remains fixed, Dr. Zetterberg 
responded; how they will be allocated for the different pools may end up varying by slight amounts. 
 
 Asked to project for five or ten years in the future, Professor Marshak declined; he said the 
University would reach the mean salary of the peers.  It could be decided later that that is not a good goal; 
perhaps it will be decided the University should be among the top five public institutions.  Dr. Zetterberg 
said the goal of reaching the mean of peers IS achievable. 
 
 Professor Morrison thanked Dr. Zetterberg for his comments and information. 
 
[NOTE:  Subsequent to the meeting, the President decided that Twin Cities salary funds (apart from the 
1.5% inflationary increases) should be allocated 50% on the basis of market and 50% on the basis of other 
factors.] 
 
5.   The Legislature 
 
 Associate Vice President Pfutzenreuter provided the Committee an update on legislative actions 
with respect to the University's budget request.  The House is proposing more than the Governor; the 
Senate is proposing less. 
 
6.   Enterprise Systems 
 
 Professor Morrison welcomed Assistant Vice President Cawley and Associate Vice President 
Carrier to discuss administrative process redesign--the reworking of the University's administrative 
computing systems. 
 
 Mr. Cawley distributed handouts on the efforts underway, and said the budget process will bring to 
visibility the level warranted by the investment being made.  He described the process and the amounts 
the projects are expected to cost.  Committee members asked a number of questions about various cost 
items and the proposed schedule. 
 
 One Committee member said the Committee has not received an answer to a question it has 
continued to ask:  what will be the benefits of all this effort?  Will replacement of the human resources 
system mean continuing the same processes that have been used up to now, or will there be improvement? 
  
 Dr. Carrier said that is the right question, and they are saying they will not make electronic that 
which is now done.  They are completely rethinking the vision of how to accomplish these processes; 
they want to squeeze them down and reduce the number of people who must work on them and to use the 
money saved for other purposes.  Teams from departments, the provosts, and central administration, and 
also including subject matter experts, are looking at the systems.  In response to a question, Dr. Carrier 
said that a reduction in staff will be one outcome; speeding up the processes will be another. 
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 The teams should include department heads, one Committee member maintained.  Civil service 
employees are on the teams; union members are not, although the unions have been informed of the plans. 
 
 The grants management process is nearly completed, it was said, but Professor Morrison said there 
should be 45-minute presentations, beginning in 4 weeks, on each of the other enterprise systems:  student 
systems, human resources, financial systems. 
 
 How to pay for these systems is still an issue, Mr. Pfutzenreuter said; the expected cost is $50 
million.  Budget instructions called for an assessment to each unit, based on a percentage of salaries.  An 
alternative would be to obtain more funding from the legislature.  There will be no decision until the 
budgets of the projects are known, probably July or August.  Assessments to units will not match the rate 
of spending, which will be accelerated earlier. 
 
 The network infrastructure is another part of the improvements needed, Mr. Pfutzenreuter said; 
those could cost up to $150 million, and no funding for them has been identified.   Mr. Cawley said the 
Office of Information Technology has identified $5 million that MUST be spent next year if goals are to 
be met.  OIT projected a total cost of $80 million (rather than $150 million), and the need to spend $20 
million per year for four years; these are not new numbers, Mr. Cawley affirmed, and the $5 million is not 
a new item that no one has heard about before.  That $20 million is not in the budget.  All of these 
numbers are predicated on the Governor's original budget recommendation, Mr. Pfutzenreuter said, which 
is $30 million less than he is now recommending; there has been no decision about how it will be spent if 
additional funds are received. 
 
 In response to a question, Mr. Cawley said the telephone bonds will be paid off in February, 1998; 
long distance rates are now down to 14¢ per minute.  Long distance rates have been funding capital 
investment in the infrastructure, he added.  It was agreed that the telephone system would be on the 
agenda in two or four weeks. 
 
 Professor Morrison thanked Mr. Cawley, Dr. Carrier, and adjourned the meeting at 5:10. 
 
      -- Gary Engstrand 
 
University of Minnesota 


