
 Minutes* 
 
 Senate Committee on Finance and Planning 
 Tuesday, November 18, 1997 
 3:15 - 5:00 
 Room 229 Nolte Center 
 
 
Present: Fred Morrison (chair), Jean Bauer, Catherine French, JoAnne Jackson, Gerald Klement, 

Robert Kvavik, J. P. Maier, Richard Pfutzenreuter, Peter Robinson, James VanAlstine, 
Susan Weinberg 

 
Regrets: Cynthia Gillette, Leonard Kuhi, Jane Phillips, Charles Speaks 
 
Absent: Stephen Gudeman, Joby Sebastian, Shenoa Simpson 
 
Guests: V. J. Agarwal (ACE Fellow); Executive Vice President Robert Bruininks; Peter Zetterberg 

(Office of Planning and Analysis) 
 
[In these minutes:  Policy standardization; review of 1998-99 budget projections and shortfall] 
 
 
1.   Policy Standardization 
 
 Professor Morrison convened the meeting at 3:15 and turned to Dr. Zetterberg to describe an effort 
in which he has been involved. 
 
 Dr. Zetterberg noted that Committee members had received a copy of a report prepared by his 
office on standard academic policies and practices on the Twin Cities campus.  The effort, which grew 
out of the desire to have a single bulletin for the Twin Cities campus, also reflected frustration on the part 
of many at the variations in undergraduate academic policies, variations that often exist for no good 
reason.  And with just enough variance to be a nuisance, rather than based on principles, Professor 
Morrison added. 
 
 Dr. Zetterberg explained that a group had been at work on identifying the varying policies and 
practices of the colleges.  Most of them are matters for the Committee on Educational Policy, related to 
the delivery of undergraduate education; the effort also raises the broader issue about doing things more 
systematically, for programmatic reasons as well as to achieve efficiencies (and cutting administrative 
costs) and provide better service to students.  He and Professor Koch thought it would be helpful if the 
Committee on Finance and Planning were to recommend that the Twin Cities Campus Assembly adopt a 
package of changes designed to accomplish the end of standardization, without necessarily endorsing any 
particular changes. 
 
 This activity also raises the question of authority.  Many of the issues have been dealt with by the 
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Council of Undergraduate Deans, who agree to do things, but they haven't the authority to enforce them, 
so the agreements often do not hold.  Moreover, the issues are dealt with one at a time, so there is little 
inclination to compromise.  If an entire package can be presented to the Assembly, where everyone will 
have to make some compromises, that may be successful.  The alternative is for Dr. Bruininks simply to 
announce that this is the way things will be--an action, Dr. Bruininks pointed out with a laugh, likely to 
be his last announcement in office. 
 
 Dr. Zetterberg said that as the group examined closely the variations in college policies, it became 
clear that there was no logic to many of them--and the colleges and departments agree that these 
differences are problematic.  In some cases, Dr. Zetterberg said, there are good reasons for variations in 
college policies, and those should remain.  Dr. Kvavik added that there will be more recommendations 
coming, as a result of re-engineering processes associated with grades and courses.  There will need to be 
a timely response if changes are to be made, and it will cost the University money if they are not made. 
 
 The effort to systematize policies will extend to the coordinate campuses, although the Twin Cities 
is being tackled first.  Variations between the campuses will be acceptable, if there is some value obtained 
for the variation. 
 
 Committee members asked a few questions or made comments. 
 
-- There should be a variance policy to permit colleges to vary from the uniform policy when it is 

necessary to do so.  It should set forth procedures colleges could follow to do something different--
but it should be restrictive, require justification, require the variations to be major or significant 
deviations from the common policy, and require them to have the approval of some University-
wide body, either the President or the provost, and possibly the approval of SCEP. 

 
-- The standardized policies would come into effect with the conversion to semesters, but it is 

necessary to DECIDE on policies before then, as systems are adopted. 
 
-- In terms of the need for heterogeneity and decentralization, Dr. Zetterberg said he recognized that 

colleges differ in important ways; the items being taken up in this effort are not related to those 
differences in significant ways, and the differences do not enhance the lives of faculty or students.  
The intent is to retain the differences that have a value but to eliminate those that do not. 

 
-- Dr. Zetterberg pointed out that policies often are drafted to cover the rare exceptions; it would be 

better to write them for the general case, and allow the deans to make exceptions. 
 
 Dr. Zetterberg said he could not predict how SCEP and then the Campus Assembly would react to 
the proposals, but expressed the hope that all would keep in mind the objective of having a set of common 
policies.  Each change could be discussed for a year; what will be needed is a willingness to compromise 
on everyone's part. 
 
 The Committee unanimously endorsed the effort to unify standards, with the understanding that the 
individual elements of the effort would be taken up by SCEP and the Twin Cities Campus Assembly. 
 
 Professor Morrison thanked Dr. Zetterberg for joining the meeting. 
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2.   The Golden Grickle Exercise (The Budget Review) 
 
 Professor Morrison now asked Dr. Bruininks, Ms. Jackson, and Mr. Pfutzenreuter to provide an 
overview of the outlook for 1998-99.  Mr. Pfutzenreuter distributed a handout and cautioned that many of 
the numbers were preliminary. 
 
 He began by pointing out the planning assumptions, including that IMG means a new way to look 
at budgets.  Seeing the central administration as a source of funds to respond to concerns is outmoded; 
except for the state dollars, 100% of tuition dollars and 54% of ICR funds will be attributed to the 
colleges.  Facilities operations and debt service expenses will grow.  There will need to be new revenue 
and administrative cost reductions in 1998-99.  As units plan for 1998-99, they need to keep in mind 
potential incremental cost increases in compensation, non-salary expenses, facilities and debt service, and 
the fact that there are institutional commitments that will use up some of the money available. 
 
 There will be about $7 million in new recurring money for 1998-99. 
 
 The Committee discussed with Dr. Bruininks and Ms. Jackson the return of 54% of ICR funds to 
the colleges; the original IMG agreement was for 51%, but because of an agreement (between President 
Hasselmo and the provosts) that the amounts would be frozen for two years, the actual allocation to 
colleges has increased.  To return to the 51/49 rule would require colleges to make cuts.  The freeze is 
causing problems, because the 51/49 rule recognized where costs are; the freeze is costing central units 
about $3 million per year, some of which is needed for grants management and other projects.  The freeze 
may not be serving the University well, because grants management and support units are approaching 
anorexia.  Dr. Bruininks said that if he were in a college, he would not spend the additional funds on 
recurring expenses, because the freeze may have to be reconsidered.   
 
 One Committee member suggested that the freeze may be doing damage NOW, and that there was 
nothing sacrosanct about an agreement between the ex-president and three ex-provosts.  Dr. Bruininks 
agreed it did require scrutiny. 
 
 Professor Morrison commented that he had found it odd to have a 51/49 rule, when all other IMG 
formulae were round numbers; why not 50/50?  Mr. Pfutzenreuter explained that it was related to the 47% 
ICR rate the University is paid, and which are department and college expenses; the mix could change if 
the rate is adjusted. 
 
 Mr. Pfutzenreuter then outlined the numbers for the Committee. 
 
1.  Cost of Compensation (salary and fringe) 30,000,000 
 --  general wage increase (all employees @2.75%) 15,200,000 
 --  faculty compensation (@6% additional)   14,800,000 
 
2.  Facilities Costs and Debt Service 8,500,000 
 --  facilities operations     4,200,000 
 --  steam plant debt     2,000,000 
 --  1/3 debt service     2,300,000 
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3.  Inflation on Supplies and Expense @2.5% (non-salary, non-utility) 4,500,000 
 
4.  Other Prior Commitments/Other Financial Needs 5,000,000 
 ____________ 
 
 Total Potential Recurring Expenditures 48,000,000 
 
 
-- The salary figures exclude $3.8 million in step/progression increases.  The unions negotiated an 

added step at the top of the scale, so no one tops out and everyone receives a total 4.75% increase.  
Faculty salaries would increase an average of 8.75% (the 2.75% plus the 6%).  Traditionally, 
however, the $3.8 million has been covered by internal cost savings (e.g., turnover); whether that 
will remain true is not clear. 

 
-- The "other" category includes funds for academic initiatives in support of compacts and prior 

commitments/contingencies.  This figure may be too low. 
 
-- Facilities operations ($4.2 million) includes new buildings as well as inflation on utility bills. 
 
-- The 1/3 debt service now stands at about $5-6 million and is growing; the amount assumes the 

University's capital request is funded.  All non-academic buildings are to be fully self-supporting, 
so are not part of the 1/3 debt service. 

 
 Mr. Pfutzenreuter then noted that the University will have about $7 million of new recurring funds 
from the legislature, probably about $5 million from tuition and another $3 million from increased ICR 
revenues.  There may also be $7 million in cuts in central administration costs.  The total of these new 
revenues, $22 million, is far less than the $48 million in new costs.  There will also be $15.4 million in 
new NON-recurring funds in 1998-99, but it would be dangerous to spend that money on recurring items, 
in part because then the first dollars of any increase in the 99-01 biennial appropriation would have to be 
diverted to firm up the funding for those recurring expenses.  The question, he pointed out, is how to deal 
with the remaining shortfall. 
 
 Several points were made in the ensuing discussion. 
 
-- There has been an implied promise to hold tuition increases to 2.5%, although the Regents are more 

willing to consider larger increases in graduate and professional education, particularly if the 
market permits them. 

 
-- The University is seeking, in the supplemental request, $13 million of the $14.8 million need for 

faculty salary increases. 
 
-- There will be administrative cost reductions of approximately $5 to $7 million, by reducing the 

number of employees in central administration and auxiliary units. 
 
-- Between the legislative request and the cost reductions, there would be about $20 million available, 
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reducing the potential shortfall from $48 to $28 million. 
 
 Discussion then turned to balances in University accounts, which have been increasing. Mr. 
Pfutzenreuter distributed a handout summarizing account balances by college and unit; the total balances 
have increased from $228.8 million to $265.8 million, and they have increased across all types of funds, 
and they are expected to increase.  Some of the money is in plant funds, which are dedicated to buildings. 
 
 It was noted that under IMG, one would expect balances to increase, as deans and other officers 
build buffers against fluctuations in enrollment and tuition.  Dr. Bruininks agreed.  Moreover, not all of 
the funds are accessible; some are available at the discretion of deans or other officers. 
 
 The question is how to determine the criteria for appropriate balances in the future, Ms. Jackson 
said, and the point is not the absolute balances, but rather the GROWTH in the balances.  Mr. 
Pfutzenreuter also noted that these are only snapshots; the balances could vary a great deal in another 
month.  The devil is in the details of each fund and source of income.  Dr. Bruininks pointed out that in 
most cases, there will be good reasons for the balances.  Did the University expect this growth, Ms. 
Jackson inquired?  If not, it could suggest poor money management, because the money could have been 
invested in long-term funds and earned more.  In addition, Mr. Pfutzenreuter said, every budget exercise 
with the college anticipates that balances will decline--but they always increase.  The reason is that 
colleges are very good at anticipating revenues, but not at estimating salaries (which are always lower 
than they predict).  For an organization of this size, Ms. Jackson said, a 5% fluctuation in balances is 
acceptable; it is the magnitude of the variation that raises questions. 
 
 So, one possibility that exists as a short-term solution to the shortfall is making some use of the 
fund balances, Professor Morrison observed.  But these are not recurring funds. 
 
 Discussion turned to how to address the shortfall. 
 
-- One Committee member maintained that if part of the solution were increases in graduate and 

professional tuition beyond 2.5%, there would be a union.  Dr. Bruininks said there will be an 
effort to hold down tuition across all colleges.  The deans are very concerned that they not get out 
of line with the market, and recognize that rate increases can lead to a decline in revenue because 
enrollment declines. 

 
-- Recent changes in the reciprocity agreement with Wisconsin will mean that the University loses 

less money than it has before (the state as a whole sees a net gain). 
 
-- In some programs, it might be possible to recruit more non-resident/non-reciprocity students if the 

non-resident tuition were reduced.  The assumptions on which non-resident rates were based are no 
longer valid, and those rates could be reduced in order to make them more attractive. 

 
 This is a challenging financial picture, Dr. Bruininks said, but the University has a number of 
options.  Final action will come at the May Regents' meeting, so there is time to consider the choices. 
 
 Professor Morrison emphasized the importance of the money for faculty salaries above 2.75%.  He 
noted that the University had slipped to 29th out of 30 among top research university faculty salaries, but 
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had perhaps regained some of the lost positions with the recent increases.  To get to the median was 
expected to take three years, and the impact of the low salaries on recruitment and retention have already 
become apparent.  The union election last February was in large part on salaries. 
 
 A related problem is salary compression, pointed out one Committee member, and low salaries in 
some disciplines (e.g., those where there is no comparable private sector value) that result from a cartel 
mentality among universities.  Dr. Bruininks agreed, but said those problems had to be addressed by the 
colleges. 
 
 In terms of comparison with similar problems in the past, the dollar amount is larger (in part 
because of the faculty salary increases), but the options are better.  Sometimes the money was already 
been spent, so there had to be retrenchments to make up the deficit. 
 
 Asked what in the $48 million in increased expenditures was fixed, Mr. Pfutzenreuter identified 
contractual obligations with bargaining units, facilities costs, and some of the prior commitments.   
 
 Professor Morrison again pointed out that the University got to 29th out of 30 in salaries by saying 
it could not handle salary increases, in the face of other obligations, and put them off.  This sounds like 
that could happen again.  Dr. Bruininks said he thought not; the administration is working hard at the 
legislature, and there is a substantial commitment to continue faculty salary increases.  Professor 
Morrison responded that the University has made a lot of commitments for the year after next, including 
funds for building construction, physical plant projects, and leases in the Gateway center; it does not 
sound good for it to then say it hasn't enough money to invest $13 million in human capital.  The priority 
seems to be on buildings.  It was also noted that the P&A and civil service employees have asked for a 
review of compensation levels. 
 
 The exercise of trying to prioritize expenditures and sources of revenue will continue over the next 
two to three months.  Professor Morrison thanked everyone for coming, and adjourned the meeting at 
4:50. 
 
      -- Gary Engstrand 
 
University of Minnesota 


