
 Minutes* 
 
 Senate Committee on Finance and Planning 
 Tuesday, April 25, 1995 
 3:15 - 5:00 
 Room 238 Morrill Hall 
 
 
Present: Virginia Gray (chair), David Berg, Thora Cartlidge, Mark Davison, Craig Dexheimer, 

Thomas Hoffmann, Karen Karni, Gerald Klement, Patrice Morrow, Richard Pfutzenreuter, 
Thomas Scott, Craig Swan, James VanAlstine 

 
Regrets: Doris Rubenstein, Anne Sales 
 
Absent: William Gerberich, Allen Goldman, Roger Paschke 
 
Guests: Bob Baker (Director, Parking Services), Michael Berthelson (Budget and Finance), Senior 

Vice President Robert Erickson, Professor Gary Gardner, Associate Vice President Susan 
Markham, Assistant Vice President Paul Tschida 

 
[In these minutes:  Responsibility Center Management; capital request; parking rates and operation] 
 
 
1.   Report on Responsibility Center Management (RCM) 
 
 Professor Gray convened the meeting at 3:15 and asked Mr. Pfutzenreuter to provide the 
Committee with an update on RCM. 
 
 Mr. Pfutzenreuter reported that there will be going out soon a memo from the two senior vice 
presidents appointing a small working group of 5-6 people to address technical issues associated with 
RCM and also appointing a larger advisory committee; it is expected that these groups would produce 
recommendations by fall.  One Committee member noted that the oversight group at Michigan was 
composed exclusively of faculty members; Mr. Pfutzenreuter said the proposed composition of the groups 
is mixed, with the advisory group composed of faculty, deans, and other administrators.  Not all the 
groups at Michigan were exclusively faculty, Mr. Erickson commented, to which a Committee member 
replied that the process was driven by the faculty at Michigan much more so than has been the case here.  
(It was urged that any advisory group, which must labor over the summer, take into account the fact that 
9-month faculty are not paid.) 
 
 One Committee member reported having talked with three different colleagues at Indiana, which 
has implemented RCM; they all had extremely negative reactions to it.  What is of greatest concern is the 
course-raiding and stealing of students, use of shoddy educational practices to attract students, and 
evidence of grade inflation.  RCM, it was said, is NOT just a financial plan; it has educational policy 
implications.  Some of those things are already happening at Minnesota, said another Committee member, 
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in anticipation of RCM.  In part, said another, that is because there is no University-level committee to 
review and approve courses. 
 
 Mr. Pfutzenreuter said that people were just beginning to figure out ways to work the system when 
they talked with staff at Indiana; they had nothing in place at the time to monitor or regulate the situation. 
The University should obviously not ignore those problems. 
 
 It often seems that people see a great idea, but before it has been in place the five or six years 
needed to evaluate it, everyone jumps on the next bandwagon that comes along.  How many schools are 
using RCM?  Does anyone know that it's useful?  It sounds like it's a done deal, and the devil is in the 
details, and it creates problems in competing for students.  This is NOT a business, run the same way as 
businesses.  Even without a decision on RCM, Mr. Pfutzenreuter said, tuition revenue targets were set a 
year ago.  Is it a done deal?  He said he did not know, but agreed that higher education seems always to be 
reaching for the next new feature and never sticks with anything. 
 
 This is a time of rapid change, remarked one Committee member, so it is not surprising that things 
change.  This, however, is coming at the same time there must be a change to semesters, which the faculty 
have to worry about even if the finance side of the house does not. 
 
 Mr. Erickson emphasized that it is important to make an explicit decision, rather than back into 
RCM.  He said he has urged that there be a specific proposal, the reasons for it, discussion, and then a 
decision "yes" or "no."  The University has had problems in the past because there was NOT an open 
decision with discussion. 
 
 The proposal is that the working group on technical issues work over the summer so that a 
proposal, including simulations, can be presented for discussion in the fall.  RCM can be made to work 
TECHNICALLY, Mr. Pfutzenreuter said; what cannot be known is BEHAVIOR.  The real question is 
how to deal with adverse behavior.  The technical work should be supported by an advisory group, 
maintained one Committee member; the system can be so complex in the building that options are 
precluded by technical work.  To involve faculty in the technical work would build confidence later.  Mr. 
Pfutzenreuter recalled that such participation had occurred during preparation of the biennial request and 
that it had worked very well. 
 
 Mr. Erickson said there are two issues.  One is the concept of RCM, which is NOT "every tub on 
its own bottom."  It holds units accountable.  The second, which is causing tension, is the basis for the 
allocation of the state subsidy.  He repeated his view that there is no reason he can identify why CLA or 
the Medical School or any other college receives what it does in state funds.  An implicit part of the 
process will be to look at how the state subsidy is allocated among units; if that is not dealt with, the 
problems are not addressed.  Not all agree on this, he observed; basic questions need to be asked so there 
can be debate and discussion. 
 
 One Committee member recalled being told years ago that Day School tuition plus the state 
subsidy were only to be used for Day School instruction and not to subsidize research, and that some 
operations--CEE, Summer Session, ORTTA's predecessor--were set up to keep the tuition and subsidy in 
separate pots.  That is partly true, said another, although the legislature has subsidized CEE since 1982.  
There has been no legislative mandate on the issue. 



Senate Committee on Finance and Planning 
April 25, 1995 
 

 3

 
 What is the "unit" that is held accountable in RCM, asked one Committee member?  If it is too low, 
people will not have the skills to manage; if too high, it will defeat the purpose.  Is it the college?  
Moreover, added another, a lot of units are interdisciplinary, while at the graduate level programs are 
inter-college and inter-provostal.  That makes the definition of a unit more difficult, since many believe 
that the most fruitful research takes place in interdisciplinary units and should be encouraged.   
 
 Mr. Pfutzenreuter said he has called for reviewing the question of the unit.  There seems to be a 
distorted scale, because some departments are bigger than other colleges.  Right now the units are 
colleges, by default, and then the provostal areas; it is up the principals if further division is appropriate.  
But the question does need rethinking, he agreed.  It may be necessary, said one Committee member, 
either to combine colleges or subdivide them. 
 
 Would there still be a subsidy for units such as Morris, which are high cost and low enrollment?  
Yes there would be, Mr. Pfutzenreuter said; under RCM, the O&M allocation has two pieces, tuition and 
the state subsidy.  Units such as Morris would retain their tuition, and the discussion would be about the 
correct level of the state subsidy.  It would NOT, he emphasized, be "every tub on its own bottom." 
 
 Discussion then turned to current proposals in the legislature; the Committee talked with Mr. 
Pfutzenreuter and Mr. Berg about semesters (including the need to negotiate with the State Fair and 
parking issues), proposed graduation rate requirements, and standards for financial emergency and laying 
off staff.  With respect to the last item, one Committee member urged that if it is adopted, the Faculty 
Consultative Committee should talk with the administration about requesting the Regents to reaffirm their 
traditional personnel policies for ALL employees.  It was also pointed out that if adopted, the 
establishment of targets will be the FIRST time any of the appropriation has been tied to a specific event; 
the principle may be worth considering.   
 
2.   Capital Request 
 
 Professor Gray next welcomed Associate Vice President Markham and Professor Gardner to the 
meeting to discuss capital needs and the 1997-98 capital budget request.  Ms. Markham distributed a 
handout containing two tables and the principles used in development of the capital request; she first 
reviewed the list of critical needs. 
 
1.  Higher Education Asset Preservation and Renewal (which includes health and safety improvements 

as well as classroom renewal, projects at Duluth and Morris, and renewal of vacated space in 
CSOM and planning for Studio Arts. 

 $72,300,000 
 
2 Archives and Overflow Facility 
 $46,200,000 
 
3. Haecker Hall Renewal 
 $12,800,000 
 
4. Recreational Sports Phase 1C 
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 $14,600,000 
 
5. Architecture Renovation and Renewal 
 $23,900,000 
 
6.  Crookston Controlled Environmental Science Facility 
 $2,300,000 
 
7. A list of 11 projects totalling nearly $200,000,000. 
 
The total list of critical needs is $378,000,000; other needs have also been identified. 
 
 She then reviewed the several principles that guided the development of the capital request.  They 
include:  highest priority on health, safety, and well being; investment in existing space over new 
construction; minimize operating expenses; maintain continuity with established University priorities; 
avoid additional debt service, so request funds for projects for which there is rationale for a waiver of the 
debt service; limit the capital request to $120,000,000; and conform with applicable Regents principles. 
 
 The capital request is for $121,000,000, of which $46,200,000 is the Archives facility; the 
University will argue that this is not exclusively a University of Minnesota project because it will serve 
all of higher education in the state.  Of the remaining $75,300,000, $57 million is for asset preservation 
and renewal.  The Architecture project is included, but is subject to documentation by October 1 that 
private funds can be raised to support it; the recommendation does NOT include University assumption of 
debt service for the facility. 
 
 Professor Gardner then explained that he had been appointed to the Capital Improvement Advisory 
Committee (CIAC; whose recommendations were being presented today) by the chair of the Committee 
on Finance and Planning to represent the faculty governance system.  Since he is now a half-time dean, he 
will step down and should be replaced, but it seemed appropriate to carry through the end of the present 
cycle of capital request development.  He said he tried to think about overall University and faculty issues 
while serving on the CIAC. 
 
 There are two things that they had to deal with.  First is the requirement that the University must 
pay 1/3 of the debt service on bonds issued for capital projects.  That was a big change, and in essence 
meant the University must eat its seed corn in order to build something new; to pay the interest on the 
bonds, programs must be sacrificed.  In addition, the University as a separate institution has its own debt 
capacity; it is now at the limit of that capacity if it is to retain excellent bond ratings.  (If it took on more 
debt, the ratings of the bonds would decline, which would require that they carry higher interest rates, 
which would mean they would cost the University more money.)   
  
 At the last legislative session, the legislature accepted the principle that if a project can raise 1/3 of 
the money needed, the University will be freed from any debt service obligation, and the state will issue 
bonds for 2/3 of the cost.  It is for this reason that the Architecture facility is on the list, and also because 
it has been a priority for a long time.  This does, however, raise the unpleasant question:  do only those 
units that can raise outside funds obtain new facilities? 
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 One Committee member asked if the request fits in with the Campus Master Planning that has been 
discussed by the Subcommittee on Facilities Management; this Committee has not been involved in those 
discussions, so would not know.  Mr. Erickson responded that the master plans have not been completed 
yet but said that if one talked to members of the master planning committee, they would find the 
committee supportive of the capital request.  There are specific issues, such as the siting of the Archives 
facility, but the request is not inconsistent with the master plans.  Professor Davison, chair of the 
Subcommittee, concurred, and also said the principles are consistent with Subcommittee views. 
 
 One Committee member asked if the request goes far enough to minimize additional operating 
expenses and debt service?  Are those additional costs known?  In the next budget, building operating 
expenses consume a big part of the recurring funds the University is likely to receive; will this prevent 
consumption of even more of those funds?  It is also a disturbing principle that if a program can raise the 
1/3 needed, it can have a new building; this means that OPERATING FUNDS will be reallocated to those 
programs in order to maintain their buildings. 
 
 What is needed, said another, is an additional endowment to for operating expenses.  Professor 
Gardner said he has suggested that, and that it is realistic; the Arboretum does it.  There should be talk 
with donors about the long-term best interests of the University on this subject. 
 
 Ms. Markham said she did not have operating costs; the most significant expense will be associated 
with the new Archives facility.  There will also be incremental increases in operating costs as space is 
renovated, because renovation means taking facilities that are VERY cheap to operate and upgrading 
them.  If, as Mr. Erickson reported, over 1/3 of the usage of the Archives facility will be non-University, 
will the University nonetheless pay the entire operating expense of the facility.  Legislative support could 
be sought, it was suggested. 
 
 The classroom renewal figures are taken from the study that was recently completed, Ms. Markham 
said in response to a query; they include a phased upgrade of classrooms as well as taking some off-line.  
The idea, Professor Gardner added, is that buildings will come down in the next few years if they cannot 
be renovated and used efficiently; this will save maintenance costs. 
 
 In discussion, Committee members inquired upon the Alumni Gateway center, the soccer facility, 
and the science facility at Morris.   
 
 Asked further about the debt limit, Mr. Erickson explained that the University's indebtedness will 
stay level for the next several years and then will begin to decline.  This request does not propose any 
ADDITION to it.  Debt expenditures will increase because of funds being spent following through on 
prior commitments.  Given the University's financial situation, this is not comforting, said one Committee 
member. 
 
 It was agreed that additional information about operating expenses and debt service costs would be 
provided at the next meeting.  Professor Gray thanked Ms. Markham and Professor Gardner for joining 
the Committee. 
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3.   Parking Rates  
  
 Professor Gray next welcomed Assistant Vice President Tschida and Mr. Baker to the meeting to 
discuss parking rates.  Mr. Baker distributed a handout.   
 
 Mr. Tschida explained that 1995-96 represents the third year of planned rate increases 
recommended by the parking and transit task force in 1991 (chaired by Professor Richard Goodrich).  The 
purpose of the rate increases is to meet increased debt service costs to provide parking at the University.  
What one is seeing is a decrease in the amount of surface parking in a dense urban area, and an increased 
need for ramps.  This is reflected in costs:  a surface spot costs about $1000, a ramp spot costs about 
$10,000, and a garage spot costs about $20,000. 
 
 There are 19,000 parking spaces on the Twin Cities campus, including five garages and six ramps.  
One major problem is that the East River Road ramp needs to be replaced; repairs would cost $8 million, 
so it was an easy decision to decide to replace it.  The question is how to replace 1700 spaces, 60% of 
which are for the health sciences and used around the clock. 
 
 The social policy question, Mr. Tschida explained, is that parking at the University is under the 
cost of a roundtrip bus ride.  The University has been under pressure to end subsidization for single-
occupancy vehicle travel. 
 
 Mr. Baker then reviewed the proposed rate increases, including 25 cents for daily parking 
(affecting primarily students), 5 cents an hour in hourly lots (affecting primarily visitors) and a 9% 
increase for contract parking (affecting primarily faculty and staff).  He also reviewed the factors that 
contributed to the proposed increases:  continue to increase rates to the level of round-trip transit cost 
(about $2.10 per day), assume inflation of 5% (some costs will be more, some less), debt service on new 
ramps is an additional expense; more revenue will be needed to finance future projects (St. Paul, East 
River Road, West Bank--the new CSOM building will eliminate 300 spots); revenue is needed for other 
transportation initiatives (transit services, Transportation and Safety Building, Carlson School loading 
dock); continued upgrade in customer services (Motorist Assistance Program, safety and security); and 
development of new strategic plans.   
 
 Considerable discussion ensued about the Carlson School loading dock.  Mr. Baker explained that 
it is part of the new building, expenditures on which now will create the opportunity for construction of a 
pedestrian tunnel to the West Bank buildings, permit future construction of a garage, and allow 
handicapped access.  The opportunity has to be created at the time of construction or it will be lost, Mr. 
Erickson explained, even though the University cannot now afford the projects it will allow.  These 
linkages will, however, be of long-term importance to the usability of the West Bank, and it was felt 
appropriate to use parking revenues to assist general circulation on the campus.  Parking revenues are 
used to subsidize transit and the tunnel under Washington Avenue, for example.  The name attached to 
this project is inaccurate, he concluded. 
 
 It appears that the new CSOM building will cost more than was thought, when one considers the 
lost parking spaces and the expense of the loading dock.  Why are these costs attached to the parking 
budget rather than other budgets, such as the CSOM building?  It appears to be analogous to the Art 
Museum parking garage; there wasn't enough money to complete the building, so parking was told to 
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build a garage under it.  This is not the same, Mr. Erickson responded; there are few opportunities to build 
high density, high turnover facilities like the Church Street garage; one would have been built on the 
West Bank if the money had been available previously. 
 
 There is also a question of the rate structure, said one Committee member. We are told there will be 
a garage built on the west bank with priority likely granted to CSOM staff and faculty.  Why should other 
faculty and staff be asked to subsidize indoor parking for faculty and staff from a single part of the 
University?  The larger question is about the structure of contract rates for lots, ramps, and garages.  
Garage spaces cost 20 times as much as surface lot spaces, but garage parkers only pay twice as much as 
those who park on surface lots.  Given the substantial difference in cost and a presumption that garage 
spaces are "better" spaces, should not garage contract rates be higher? 
 
 Mr. Baker said he did not disagree, philosophically, but added that there are only 600 contract 
garage spaces; even if there were 2000, the revenues would not be sufficient to meet costs.  Parking 
charges accomplish two things, it was then said.  Prices are a major source of revenue to Parking Services 
and prices affect the demand for different types of parking contracts.  Given the significant cost of garage 
spaces and what appears to be substantial excess demand for these spaces, one could raise the contract 
rates for these spaces to eliminate the excess demand.  To be fair to existing contract holders, they would 
need to be given the option to move to an alternative contract if they did not want to pay the higher price. 
To be revenue neutral, there would need to be an offsetting adjustment in other contract rates.  A structure 
that charged substantially more for high demand/high cost spaces would look like what one finds in most 
cities, including downtown Minneapolis.  They have not tried to tackle the issue of proximity to facilities 
for each parker, Mr. Tschida told the Committee. 
 
 Asked about provisions for biking facilities and accommodations on campus, Mr. Tschida 
explained that issues such as that are part of the strategic planning and development process.  Until there 
are plans in hand, the costs of what will be done are not known.  Such plans could have an impact on the 
number of parking spaces needed, it was said; Mr. Tschida replied that the Goodrich Committee had 
recommended parking spaces be capped at 22,000, which is what they are aiming for.  There are at 
present 19,000 spaces.  Moreover, Mr. Erickson pointed out, many of the major capital expenditures 
being proposed are replacements, not additions. 
 
 Mr. Erickson agreed that there are long-term implications for a decision about the East River Road 
ramp, given the plans to open the campus up to the river.  Mr. Tschida said they are assuming the ramp 
will not be rebuilt as it is on that site; the question is how to replace the spaces. 
 
 Asked about using other methods of depreciating, Mr. Baker explained that they use straight-line 
depreciation and conform to University practices in what they do.  Mr. Erickson pointed out that parking 
has only a small debt; because surface lots have been cheap, there has been a positive cash flow.  Once 
the major construction projects are completed, the University will have to decide how to use the revenue 
streams.  Consistent with the 1991 Goodrich Committee report, the funds could be used in part to improve 
general circulation on the campus, other transportation plans, and so on.  In perhaps ten years, the debt 
will be reduced and funds for University purposes will be available. 
 
 Asked about the East River Road ramp, Mr. Baker said it is about 30 years old.  When they say that 
a parking ramp will last 40 years, that is true of ones built today, with major improvements in technology 
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since the East River Road ramp was built.  The choices with the East River Road ramp were to spend $10 
million to gain an additional 10 years of life, or to spend $20 million for a ramp that would last 40 years.  
As a result, they have used Band-Aids on the ramp to keep it safe until it can be replaced. 
 
 A 9% increase in contract rates seems high, said one Committee member, when the general 
inflation rate is much lower, and considering the rate at which faculty and staff salaries are increasing--
although there are other issues involved.  Mr. Tschida alluded again to the pressure on the University to 
increase rates to equal the bus rate, something they have declined to do.  Their strategic planning 
assumptions, he reported, is that there will not be light rail transit for 20 years and that mass distance 
education remains in the future, so that little will affect demand for parking for the next 10-15 years.  
They do encourage people to take the bus, but like all other organizations that do so, they have little 
impact. 
 
 Professor Gray thanked Mr. Baker and Mr. Tschida for joining the meeting, and adjourned it at 
5:00. 
 
      -- Gary Engstrand 
 
University of Minnesota 


