
Minutes* 
 

Senate Committee on Finance and Planning 
Tuesday, January 18, 1999 

3:15 – 5:00 
Room 238 Morrill Hall 

 
Present: Stephen Gudeman (chair), Jean Bauer, Charles Campbell, Wendell Johnson, Gerald 

Klement, Michael Korth, Terry Roe, Rose Samuel, Susan Carlson Weinberg 
 
Regrets: Dan Feeney, Cynthia Gillett, Charles Speaks 
 
Absent: Catherine French, Eric Kruse, Vinay Nangia, Terrence O’Connor, James Perry, Richard 

Pfutzenreuter, Shana Saeger, Rachel Sullivan, J. Peter Zetterberg 
 
Guests: Professor James Hearn (Educational Policy and Administration); Robert Crabb (Director, 

University Bookstores) 
 
[In these minutes:  faculty salaries; bookstores and on-line book sales] 
 
 
1. Faculty Salaries 
 
 Professor Gudeman convened the meeting at 3:15 and welcomed Professor James Hearn, Chair of 
the Department of Educational Policy and Administration, to discuss with the Committee an article he had 
recently written about faculty salaries.  The meeting, he noted, continues the discussion of faculty salaries 
begun earlier in the year. 
 
 Professor Hearn thanked Professor Gudeman for the invitation to talk with the Committee, and 
began by cautioning that he was not an expert on Minnesota faculty salaries per se; his article dealt with 
national patterns and provided a conceptual overview.  Professor Hearn commended the Committee for 
looking at the issue and then highlighted the major findings from his study. 
 
-- In terms of historical pattern of faculty salaries at research universities, there is an unusual and 
ambiguous relationship between salaries and productivity, and the relationship is quite attenuated.  
Salaries were not an issue on campuses until recent years; faculty kept quiet about salaries and seemed to 
be of the view that it was bad form to think about or talk about salaries.  One eminent student of higher 
education observed that faculty believed that their work was so important that salaries were a secondary 
issue.  This view was to the advantage of administrators, who could pay less.   
 
 In the 1960s and later, salaries became a more visible part of university discussions--and 
legislators became more concerned about high salaries and low teaching loads, administrators became 
concerned, the media paid more attention to salaries, and students became concerned that tuition would 
increase because of salary increases.   
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-- What do the data say?  Quite a bit.  In terms of the relationship between salaries and inflation, 
salaries have been pretty good in the last few years.  Into the early 1990s, they lagged behind inflation, 
but now they are keeping pace (that is, for across all sectors of higher education), and if one compares 
them with the deflated CPI that a number of economists believe to be more accurate, faculty salaries have 
gained on inflation. For the most recent data available, faculty salaries nationally rose at roughly twice the 
rate of inflation. It cannot be argued that faculty are losing ground to inflation, although the aggregate 
data glosses over pockets where that is not necessarily true. 
 
-- In terms of comparisons with salaries of other professionals, such as those in law and medicine, 
however, faculty are losing ground. 
 
-- It is true that private universities have higher salaries; in private institutions overall, however, 
salaries are lower.  Small liberal arts colleges do not have high salaries.  The problem identified by 
Professor Alexander at Illinois (from whom the Committee heard earlier in the year) is with research 
universities (where salaries at private institutions are outpacing those at public institutions). 
 
-- Field differences in salaries are huge and growing.  They can be as high as $20,000 within the 
same rank. 
 
-- Gender differences in salaries remain.  Many thought that over time, as women advanced in rank, 
the differences would even out.  That has not happened, but much of the gender difference is linked to 
field differences:  women faculty tend to be in fields that are lower-paid.  For women who are not in 
traditionally female fields, such as computer science, men and women faculty are paid roughly the same. 
 
-- There are little data available on salaries by racial or ethnic data.  
 
-- There is evidence that salary compression exists, but it is not seen as a compelling phenomenon.  
In terms of the ratio across ranks, the data are inconsistent.  While there is noticeable compression in 
fields such as business and engineering, compression is not a major factor. 
 
-- As for the impact of seniority:  many faculty hired in the 1960s are now retiring.  With the 
turnover, universities are not replacing senior faculty with junior faculty but are instead hiring more non-
tenured faculty and salary budgets are decreasing.  Professor Hearn agreed that it appears money is 
moving out of the salary pool; he said he did not know where the money was going.  Position control is 
drifting upwards; position funds do not automatically return to the department but instead go to the dean 
or even the provost. 
 
 Minnesota, said one Committee member, went through a contraction and is now expanding; it 
appears that the number of faculty and percentage of budget for salaries has remained fairly stable.  It is 
difficult to identify what happens inside each institution.  Professor Hearn agreed; he said he did not have 
data for Minnesota, but that internal institutional dynamics vary considerably.   
 
-- In terms of faculty career stage and well-being, junior faculty are more anxious about finances 
(which is obvious); this is in part related to the tenure decision.   
 



Senate Committee on Finance and Planning 
January 18, 2000 
 
 

3

 What determines salaries, Professor Hearn asked rhetorically?  What predicts it in a multivariate 
analysis are field, gender, publications, private versus public, and teaching hours (the last of which is 
inversely related to salary).   
 
 Salaries are part of financial health of faculty, but they are not the major factor in faculty 
satisfaction--other factors are more important.  Faculty do not usually mention salary as a prime factor in 
their assessment of their happiness.  The fact that salary is second or third, however, does not mean it is 
not important.  At the same time, Professor Hearn cautioned, he is wary about attitudinal studies; it is 
better to see finances as part of the fabric of factors that affect faculty satisfaction. 
 
 There is a tricky relationship between salaries and performance, Professor Hearn told the 
Committee.  One sees arguments about the relationship between salary and quality, but it is an ambiguous 
relationship:  the most highly paid faculty are not necessarily those with the highest performance--and it is 
not clear what "high performance" really is.  Faculty perform multiple tasks, and what they do is affected 
by field and gender differences.   
 

Salary differences, vis-à-vis business, are really quite small (e.g., consider the difference between 
the corporate CEO and the workers); in higher education, there is more support for the notion that "all are 
equals," and there is thus a less dispersed salary distribution.  There are often uniform salary increments; 
universities tend to invest a lot in a salary review system when there is not a lot of money at stake.  In 
addition, salary differences compound over time; small percentage increases for senior faculty can be 
more dollars than a larger percentage increase for (a high-performing) junior faculty member.  Higher 
education has typically measured salary increases by percentages; business more often looks at dollar 
amounts. 
 
 What makes a good salary system?  Professor Hearn outlined several elements: 
 
-- Is it efficient?  Does it get results?  It should not be one that costs a lot when there is only a small 
amount of money available. 
 
-- Are the processes equitable?  Are the outcomes equitable?  It is possible to have one without the 
other. 
 
-- Is it well understood in the institution and outside it? 
 
-- Does it allow flexibility so that the institution can respond to crises or special cases? 
 
-- Does it fit with the strategic initiatives, the management, and the organizational culture of the 
institution?  (One argument against significant salary differentiation by field is that it can destroy the 
campus culture.) 
 
-- Does it make internal political sense? 
 
-- Is it assessed and evaluated on a regular basis?  It is important to revisit the system at campus and 
department levels. 
 
 There are a number of issues that are on the horizon, Professor Hearn said. 
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 One is the "core salary" approach, used primarily in medical schools at the present.  There is a 
core salary component, which is stable, and another component that depends on grants, clinical income, 
or other outside income.  Is this appealing, or applicable, outside medical schools?  What will the courts 
and the AAUP say about it?  Salary has traditionally been one single piece; this approach says salaries can 
go down.  This is both an interesting and troubling development. 
 
 One visitor to the meeting later inquired about this system that puts part of the salary at risk:  
would not the individual, for the same level of productivity, expect higher pay if that pay is at risk?  
Professor Hearn agreed that would be likely.  There has been much talk about this option, but Hearn was 
aware of no institution adopting it outside medical schools. 
 
 Another issue on the horizon is tying salary to annual performance and allowing a greater range 
of salaries.  Could departments tolerate someone receiving a 20% increase?   
 
 Coupling merit and faculty development will be a challenge.  In salary review, one seeks to 
look great to achieve the best possible annual merit raise.  In contrast, in faculty development activities, 
all involved want to find the weak spots of faculty as teachers, advisors, scholars or whatever and finds 
ways to achieve improvement in those areas.  It is difficult for faculty and departments to pursue these 
two goals separately and gracefully.  Doing so makes good sense, however. 
 
 How open should discussions of faculty salaries be?  Salary data for the University is now 
available but the institution does not facilitate open scrutiny of salaries (few institutions do).  There are 
costs and benefits to openness.  Is there a benefit to more open discussion across colleges, about the 
differences across fields?  Professor Hearn said he did not know. 
 
 Where in the salary system should public service and attention to societal needs be put?  Some 
charge that the faculty do not attend to societal needs; most departments do not rank it very highly in 
salary decisions. 
 
 One Committee member inquired about the relationship between mean salaries by field in the 
private sector and mean salaries in corresponding fields in higher education (e.g., in computer 
technology).  Professor Hearn replied that the association is clear:  fields that command higher salaries in 
the private sector command higher salaries in the university, and the lowest salaries in the university are 
in fields where there is no private sector counterpart.  Campus salaries are still lower than the private 
sector, even in the high-paying fields, because it is expected that people give up something to be on 
campus.  Tenure is one item that makes campus positions attractive, even with lower salaries. 
 
 So, it was then said by a Committee member (not the chair), since companies don't often express 
and act upon a need for anthropologists and philosophers, and the market demand for them is narrow, one 
could say that institutions exploit such individuals.  Professor Hearn acknowledged the observation; he 
also pointed out that institutional leaders may very well wish salaries were more uniform but run up 
against external pressures in trying to achieve more uniformity. 
 
 If tenure were taken away, would salaries rise, asked one Committee member?  They most likely 
would, Professor Hearn said.  At the top strata of institutions, it would be rare for an institution to 
eliminate tenure without harming itself.  Faculty are willing to give up some money in return for tenure. 
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 What is the relationship between salary and productivity over the life cycle of faculty members, 
inquired one Committee member?  There is no decline in productivity as faculty get into their 50s and 
60s, Professor Hearn noted first.  They are productive in different ways; there may be fewer articles and 
books, but there is increased attention to campus activity and invited participation in activities.  One thing 
he did not study is "era effects":  junior faculty have become more cosmopolitan (i.e., less loyal to the 
institution), and that may have an effect on salary and the nature of productivity. 
 
 What suggestions would he make for the University of Minnesota salary system, asked one 
Committee member?  Look more aggressively at data on faculty in different units (while also protecting 
privacy), Professor Hearn suggested.  He said he believed in open data and analysis of the data; of all 
institutions, he said, universities should use the data they have to help them decide what to do.   
 
 As a chair, he said senses tension between faculty development and salary review; it would help 
if the University could resolve that tension.  It would be better if faculty were quick to seek opportunities 
to improve, if faculty development could be unbundled from review.   
 
 What model does the University now use?  It varies across the institution, Professor Hearn said.  
Some units use more quantitative measures, some use more qualitative.  All pay attention to teaching, 
research, and service. 
 
 How important is salary to performance?  As an incentive, it is not absolute salary that is 
important; it is RELATIVE salary increase that drives performance. 
 
 Professor Gudeman thanked Professor Hearn for joining the meeting. 
 
2. The Bookstores 
 
 Professor Gudeman next welcomed to the meeting Robert Crabb, Director of University 
Bookstores for the Twin Cities campus. 
 
 Mr. Crabb explained that in a recent conversation with a member of MSA, it had been suggested 
to him that students wanted a bookstore advisory committee.  Mr. Crabb said he thought this was a very 
good idea and that it is an important time for the bookstores to talk with the faculty.  A lot is happening, 
and the faculty should have a say in it. 
 
 Mr. Crabb then presented a series of slides to the Committee which included data on sales by 
store (dollars and percentages), sales by category (dollars and percentages), and gross margins by 
category.  In the case of textbooks, for example, they account for 47% of sales revenue but 57% of the 
gross margin.  One Committee member commented that the numbers are a reflection of what is in the 
bookstore; there are, for instance, a lot more technical books at the University of Wisconsin bookstore, 
which sell, and that he goes to Wisconsin to buy books that he cannot get at Minnesota.  Mr. Crabb 
agreed that that is the role the bookstore should play, especially at a university this large.  He noted, 
however, that where most major universities bookstores have 60,000 to 100,000 square feet of sales 
space, he has about 12,000 square feet in Williamson Hall. 
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 Significant trends in technology include textbook e-commerce, electronic publishing, and the 
college computer store.   
 
 With respect to e-commerce, Amazon.com started in 1995, but the University Bookstores were in 
the e-commerce business a few months earlier.  The Bookstores, however, do not compete with Amazon 
because they only have a limited University site license from Books in Print whereas Amazon.com has an 
unlimited license (which cost it many millions of dollars).  There have been no players in the textbook 
market except for the last 18 months; now there are varsitybooks.com and a few others.   
 
 As an experiment, his office used six students and shopped for the six at six e-commerce textbook 
sites last fall in order to evaluate prices, delivery, and stock.  (In one case, Mr. Crabb reported with 
amusement, he received yesterday a book he had ordered for a class for Fall Semester.)   Some of the 
vendors claim to offer 40% discounts; they found that on average the discounts were about 8%.  Some 
offer free delivery; some charge.  The e-commerce companies are weakest on what they have in stock; the 
best ones had 50% of the texts ordered and the average "fill rate" was about 25%.  They also do not 
generally carry used books (although they advertise that they do so).  It is probable that the bread and 
butter institutions for these e-commerce textbook businesses is small schools with 2,000 - 10,000 
students, places that do not have the breadth of the University.  Thus far, the e-commerce sites have not 
had an impact on University Bookstores sales. 
 
 The bookstores have an e-commerce site; most of the business is clothing and gifts.  They saw, 
with Amazon.com, that textbooks were likely to be a target, so they bought new equipment to track 
inventory and adopted a point-of-sale system so they had a database to do textbook e-commerce.  The 
system is linked to registration; a student can now go to the bookstore web site and the courses for which 
he or she has enrolled will automatically be shown, along with the books required for those courses.  
Varsitybooks.com and Textbooks.com cannot come close to doing this, and if students are going to use e-
commerce, they will come to the University Bookstores.  The student can charge the books on a credit 
card and they will be shipped the next day (or students may come and pick them up at the bookstore, if 
they prefer).  This system was rolled out in the fall, with no fanfare, in order that they could test it; it has 
been advertised now, and about 500 orders have been filled.  They guarantee next-day delivery, with no 
charge (in order to compete); the other e-commerce sites also did well on shipping.  The one caveat about 
all of this is price:  if the other sites offer significant discounts (15-20%), then all bets are off.  That does 
not seem to be likely, Mr. Crabb speculated, because the amazon.coms push particular books, and because 
of their volume of sales they have leverage with publishers.  That is less possible with textbooks because 
the books are pre-sold at the time the faculty makes the adoption.  Retailers and wholesalers have very 
little "buying power" leverage with textbook publishers as a result.  Margins in the textbook industry are 
half of that in the trade book industry.  Companies like Varsitybooks.com will not be able to obtain the 
kind of preferential pricing that is available to large players in the trade book business. 
 
 Students can get used books from the bookstores over the web; if they do not like the copy they 
receive, they can come in and trade it in.   
 
 Mr. Crabb noted that fewer than half of the students who buy books at the bookstore use a credit 
card, which is something that is required for web site use.  They are also talking about allowing students 
to charge books to their STARS account. 
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 On the matter of electronic publishing, Mr. Crabb said he thought five years ago that it would be 
a threat to the bookstores, but now he does not believe that to be the case.  Publishers are very reluctant to 
digitize their products, which would permit them to be copied easily.  This situation could change, but it 
is likely there would always be a device in place to protect copyright. 
 
 For the computer store, the manufacturers seeded the business in the 1980s, and went through 
universities.  That is the only reason the bookstores got into the business.  The industry is maturing and 
manufacturers no longer give large discounts to university bookstores.  They will probably get out of the 
computer (hardware and software) business in the next 3-6 months.  The Office of Information 
Technology  is developing an e-commerce system for campus use to replace the "bricks and mortar" 
computer store.  This will be a controversial decision, said one Committee member, and he wanted to 
know how it was made. 
 
 On the proposal for an advisory committee, he said the suggested membership is two faculty, four 
students, one appointee from Vice President Kruse's office, and himself.  This is an issue that needs to be 
brought back to the Committee for consideration, Professor Gudeman said.  He asked that Mr. Crabb 
return to the Committee in the near future in order to talk about a number of issues that there was 
insufficient time to address today. 
 
 Professor Gudeman thanked Mr. Crabb for coming and adjourned the meeting at 5:10. 
 
      -- Gary Engstrand 
 
University of Minnesota 


