
Minutes* 
 

Senate Committee on Finance and Planning 
Tuesday, February 22, 2000 

3:15 – 5:00 
Room 229 Nolte Center 

 
 
Present: Stephen Gudeman (chair), Charles Campbell, Catherine French, Cynthia Gillett, Wendell 

Johnson, James Perry, Rose Samuel, Susan Carlson Weinberg 
 
Regrets: Jean Bauer, Dan Feeney, Gerald Klement, Terry Roe, Charles Speaks, Rachel Sullivan 
  
Absent:  Michael Korth, Eric Kruse, Vinay Nangia, Terrence O'Connor, Richard Pfutzenreuter, 

Shana Saeger, J. Peter Zetterberg 
 
Guests: Milly Theis (College of Agriculture, Food, and Environmental Science); Executive Vice 

President Robert Bruininks, Vice President Carol Carrier, Associate Vice President 
Stephen Cawley, Associate Vice President Robert Kvavik 

 
 Others: Professors David Hamilton, V. Rama Murthy (Faculty Consultative Committee) 
 
[In these minutes:  college and departmental budgeting; subcommittees on the bookstores and on 
classrooms; the Enterprise Systems Project and related budget matters] 
 
 
1. College and Departmental Budgeting 
 
 Professor Gudeman convened the meeting at 3:15 and welcomed Ms. Milly Theis from the 
College of Agricultural, Food, and Environmental Sciences (hereinafter CAFES), to talk about budgeting 
at the sub-college level. 
 
 Ms. Theis explained that CAFES is one of the larger colleges, with 11 academic departments, 6 
outreach centers, the Landscape Arboretum, 3 administrative units, and the Office of International Aid 
Programs.  It is very decentralized:  department heads are full-time administrators with full responsibility 
for managing their resources.  They receive money from three different sources and faculty members are 
usually funded on two of the three sources.  She is the liaison to departments for work on the budgets. 
 
 In response to a number of questions that Professor Gudeman had prepared concerning college 
and departmental budgeting, Ms. Theis offered a number of observations: 
 
-- There is not enough time to prepare budgets.  They try to give the departments as much time as 
possible, but when pay plans are late (which are 85% of the budget), it is hard to get budgets done.  When 
time is short, the CAFES departments have put in extra time to get the numbers right so their reports 
during the year are accurate.  It would help if there were the capacity to rebudget and clean up numbers; 
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that would make reporting more accurate, but central administration does not allow it.  It would not be 
necessary to change the bottom line, but units do need to reallocate within budgets. 
 
-- They do line item budgets for all their funding sources, including supplies and expenses, fringe 
benefits, academic salaries, and so on.  All departments have budgets in these areas; they also have 
project accounts for federal funds. 
 
-- Each department head has his or her own system for evaluating people and they meet with the 
dean about everyone. 
 
-- All units are struggling to find efficiencies in order to replace eroding funds.  They are looking at 
clustering support services in departments; two of the larger ones share accounting and two of the smaller 
ones share web and slide-making.   
 
-- The college reviews the carry-forwards of the departments each year and asks how the money 
will be used.  Often the departments are trying to accrue funds for faculty set-ups or building renovation 
or a big equipment purchase.  They have no set rule about how much can be built up in reserves.  Most 
departments use soft funds to survive each year (between $50,000 and $80,000) because they do not have 
enough operating support.  The college also does not have big reserves (they have been used to cover 
budget reductions) but they will try to cover the IRS tax (but pass the ESP tax to the departments).  That 
will exhaust college reserves.  It is difficult to find money for a new dean who wants to begin new 
initiatives and it is difficult to build college reserves.  There may appear to be large reserves, but most of 
the money is committed. 
 
-- Staffing is very tight; with decentralization, many people are being faced with new tasks.  That is 
why they have begun to cluster services.  People have too much work. 
 
-- Professor Gudeman said the budget management task force has said a special committee should 
be set up to find $1 million or more in efficiencies in the University.  Ms. Theis said that CAFES is trying 
to centralize information technology services to help keep current and provide strong services to all 
departments.  But that also takes investment. 
 
-- One problem units face is continual underfunding of compensation increases as well as lack of 
time to deal with compensation provisions; if units had more time, they would better be able to deal with 
shortfalls. 
 
-- They have rarely seen an increase in supplies and expense budgets, and when they do come they 
are usually accompanied by a budget reduction.   
 
 Is there a difference across units in how well they are managed or run into problems, asked one 
Committee member?  Not really, said Ms. Theis; they have a very good group of chairs in the college 
who manage well.   
 
 One Committee member said it seems that there has been a shift in responsibility of a number of 
tasks from the administration to colleges and departments, but no additional people can be hired because 
there is no money, the assessments on the units have increased, compensation is underfunded, in average-
sized departments they start the year out $50-80,000 in deficit so they have to use soft money to operate--
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how, he wondered, do you find anyone to be a department head?  Has there been an increase in 
department resources?  No, they have been flat, but it is hoped they will increase this year.  Living on soft 
dollars, on the investment float, has become the normal process.  That reflects good management, it was 
said. 
 
-- The change from quarters to semesters did not produce the deficits that were expected, but there 
have been additional costs to cover in departments for extra teaching.   
 
 There should be an increased flow of management information to the departments, said one 
Committee member.  That has happened with the colleges and should with departments.  With cash 
balances, tails, future accounts receivable, and so on, departments could easily lose track of their finances.  
Many project costs out and have effective spread sheets, Ms. Theis responded.  Most have systems that 
work quite well.  She also explained that she works with new staff on managing funds, but the college 
also has long-term staff who know what they are doing.  They understand the system and have a good 
handle on where the flexibility lies.  Decentralization is scary; PeopleSoft is a big issue, because the 
college will no longer be providing the safety net.  They are trying to identify a way in which the college 
can continue to be a resource.  The training available is adequate, she said. 
 
 Professor Gudeman thanked Ms. Theis for her comments and for joining the meeting. 
 
2. Subcommittees 
 
 Professor Gudeman now distributed copies of a draft proposal for an advisory subcommittee 
(with the Committee on Educational Policy) on classroom management proposed by Mr. Fitzgerald.  The 
Committee reviewed the proposal; it agreed on the specific membership categories (6 faculty, 2 P&A 
staff, 4 students, and several ex officio members) and agreed to forward the proposal to the Committee on 
Educational Policy after making some minor editorial changes in the language. 
 
 What is expected from this subcommittee, Professor Hamilton inquired?  There have been a lot of 
problems that could benefit from faculty advice, said one Committee member; the group would serve as a 
consulting body to work with the classroom management on the Twin Cities campus.  It is his view, 
Professor Gudeman said, that the governance system should respond positively to this kind of request.   
 
 The Committee was also provided, at an earlier meeting, a copy of a proposed bookstores 
advisory committee for the Twin Cities campus, which would be a free-standing body.  The question, 
Professor Gudeman said, is whether this Committee would prefer to appoint a standing subcommittee, 
again with the Committee on Educational Policy, to work with the bookstores administration.  Much is 
changing; it is appropriate to consult, because right now there is a complete disconnect between students 
and faculty, on the one hand, and the bookstores, on the other.   
 
 This is an important commercial issue, Professor Hamilton observed; if the University does not 
act quickly, outside forces will take over.  The University does not have a bookstore now; it is the inferior 
of every bookstore he is aware of, said a Committee member.   The current software is "clutzy" as well, 
and makes one worry about having a credit card number on it. 
 
 The Committee agreed that the immediacy of some of the issues, and the importance of this 
matter to faculty, argued in favor of having a task force (which would later become a joint subcommittee) 
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and of having it carry the imprimatur of FCC.  The group should be asked to make a report by the end of 
the semester.  The Committee agreed unanimously with this approach. 
 
 Why, asked one Committee member, would a student buy a book at the University bookstores 
when they can purchase one cheaper on the web and get free shipping and handling?   
 
3. Enterprise Systems 
 
 Professor Gudeman next welcomed Executive Vice President Bruininks and Associate Vice 
Presidents Cawley and Kvavik to the meeting to discuss the Enterprise Systems Project (hereinafter ESP).   
 
 Dr. Bruininks began by commenting that it was his sense that the University's experience with 
new computing systems is not different from that of other colleges and universities that are putting in new 
systems.  He recalled a conversation with the CEO of a large local corporation about the problems of the 
ESP; the CEO told him that if he was not worried and not losing sleep, then he was not paying attention. 
 
 Seven institutions in the Big Ten are installing and using one or more PeopleSoft products.  The 
provosts of those institutions sponsored a meeting at the Indiana University last fall to share issues and to 
determine if the institutions could work together to help each other solve problems.  It was a very good 
session, and led to a January meeting with PeopleSoft executives.  The day before, a group met to identify 
what PeopleSoft could do to improve the quality and services to the seven institutions; PeopleSoft was 
then told it had not delivered a mature product for student systems and the institutions faced a lot of costs 
they did not expect.  The universities got their attention, Dr. Bruininks said.  The institutions developed a 
set of recommendations on what PeopleSoft and the institutions would assume responsibility for in order 
to get on track. 
 
 The project is coming close to the end, Dr. Bruininks said, in terms of implementation of core 
systems.  There is much to be done to make the systems more efficient.  Initial implementation will be 
done about July 1; then there will be the work of training people at the local level and refining the system.   
 
 The administration will make a quarterly progress report to the Regents in March and will 
recommending spending an additional $5 million, bringing the total budget to $60 million.  (The initial 
budget for the PeopleSoft was $60 million, but was then cut back to $42 million, which turned out in 
retrospect to be too low.) 
 
 It is important for the three of them to know, Professor Hamilton reported, that he and Professor 
Murthy were at a meeting earlier in the day with department heads from the Academic Health Center who 
were very angry--who were shouting--about the increase in ESP costs and the increase in the ESP tax at 
the same time they perceive a decrease in their department operating budgets.  They were "on the verge of 
what might be called revolution," Professor Hamilton said, and he doubted things were different in other 
parts of the University.  He was, he said, dumbfounded by the reaction, and the administration needed a 
"heads up" on how vehement people felt.  There was a feeling that there would soon be a call to open the 
books on the ESP. 
 
 Dr. Kvavik said that opening the books would be fine; the auditors have been involved in the 
expenditures from the beginning. 
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 Dr. Bruininks said he understood, from his own conversations, that the Academic Health Center 
department heads were upset last year and that they are dealing with complex issues.  At the same time, 
the University cannot retreat on PeopleSoft, it must pay for it, and it must complete the project.  If people 
want "to get in my face" about the ESP, they are welcome to, Dr. Bruininks said, but he could point to a 
number of bad decisions that were made before he was ever in office.  He said the administration 
KNOWS it is loading pressures on people now, including such things as running a dual payroll system for 
a period.   
 
 Professor Gudeman said that people need information about when there will be a cap on the costs 
of the ESP and when the tax will end.  There is no way to tell, Dr. Bruininks said, but as they reach the 
end of the project they will have a better idea.  They do not expect the cost to exceed $60 million.  The 
commitment is not open-ended and the sky the limit; some parts of the project will be dropped if they are 
too expensive.  It would be possible to cut the ESP assessment on units and stretch it out over a longer 
period--if one is willing to assume that one's successors will not then be put in a bind because 
depreciation was not adequately funded and the need for new technology arises before the old system has 
been depreciated. 
 
 One Committee member said that it appeared there were two groups who want different things 
but that each must do their jobs and they should talk more often.  Professor Murthy agreed, and said that 
the anger was exacerbated by the news from the Regents' meeting, which appeared in a vacuum.  If the 
only communication with the faculty is BRIEF, they will not hear what they need to know.  He reiterated 
Professor Hamilton's description of the meeting they had attended. 
 
 Dr. Bruininks said he did not take the anger personally.  The University has never been willing to 
step up, as an institution, and pay for the basic costs of operating it.  He repeated that he understood the 
anger and the need to talk, but he saw no way to change the reality of the situation.  The costs could be 
moved into the future, but in a world of high technology where everyone knows things will change, how 
many of the costs should be passed on to the next generation?  He said he also was aware of the 
extraordinary pressures in the Academic Health Center and the magnitude of what can go wrong there. 
 
 One Committee member inquired if the $5 million authorization would be to pay for charges 
already incurred and the ESP tax the mechanism by which to pay for those costs.  It is.  Is there floating in 
the background the cost for annual upgrades, it was then asked?  Mr. Cawley responded that the original 
plan had been to close out the student systems project in September or October; they did not do so 
because of problems with PeopleSoft quality and deliveries, so they pushed the close to the end of the 
year and struggled with bugs in the programs. 
 
 After December 1 upgraded software was installed (and just finished); the cost was in the project 
budget at this point but it must be built into the budget in the future.  They plan to cover the cost of 
maintenance in the budgets each year and those costs will have no effect on the ESP tax.  There is still a 
need for significant upgrades and fixes, but the project will be called complete on July 1.  After that there 
will be a period of maintenance for 18-24 months, but the additional costs have been incorporated in the 
budget for next year.   
 
 How long will the ESP tax last, asked one Committee member?  And how much is it?  It will last 
for six more years and is 1.25%. 
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 Dr. Kvavik told the Committee that the University did not expect to have to install two upgrades, 
but those upgrades were critical to achieving what the University wanted.  The project has been affected 
by three factors that were not expected (maybe they SHOULD have expected them, but it did not seem 
reasonable to do so):  the quality of the product was below what was expected, the performance of the 
system as a whole was below expectations, and the functionality of the program was below expectation 
(some of which was the responsibility of PeopleSoft and some the University's). 
 
 There is also much the University had before, or wanted, that is not in the new system, so the 
University must either wait or build what it wants into the new system because the manual costs of doing 
something are too high, Dr. Kvavik said.  To a certain extent the University is paying for the sins of the 
past because it did not have the people who knew what was needed, so it had to hire very expensive 
consultants.  If anyone looks at the books for the ESP project, what they will see is enormous consulting 
costs--because the University did not have the in-house expertise it needed. 
 
 That was a point raised at the meeting earlier in the day, Professor Murthy recalled:  there was no 
confidence in the University's internal infrastructure to support the system in the future.  The expertise is 
being recruited, Dr. Kvavik said.  He pointed out that the University of Minnesota costs for PeopleSoft 
were about half the costs at Michigan and Ohio State, each of which has paid about $120 million, because 
Minnesota had more internal staff it could rely on.   
 
 There is also a rampant feeling that the costs of the ESP are coming out of the hide of academic 
programs.  There is no understanding of how other universities are budgeting this expense, Professor 
Murthy said.  Dr. Kvavik recalled that the legislature gave the University $18 million for student systems, 
money that President Hasselmo decided to use for faculty salaries.  No one has been told that, Professor 
Murthy exclaimed.  Some should explain that.  Professor Gudeman pointed out that money spent comes 
out of one hide or another. 
 
 If that $18 million in recurring funds were available and dedicated to the ESP, there would be no 
need to tax the units, Dr. Bruininks said.  But he said he would not criticize past decisions; they 
administration then had issues to deal with and the University made gains in salaries well beyond what 
was acknowledged at meetings last week.   
 
 The University made an effort to move revenues to other locations (the colleges); other 
institutions have not done so for central costs, Dr. Bruininks observed.  The University was saved in the 
recent past by the legislature, which provided extra funding.  The administration suspended the ESP tax 
for year (which he did not at the time think was the right thing to do); had that not been done, there would 
be no need for the additional $5 million and increased tax on the units now.  He repeated that the 
assessment could be revisited, but one can question how wise it would be to stretch out the payments. 
 
 There is much misunderstanding about this, Professor Murthy said; it is not good for the 
University to have department heads who do not know this.   
 
 At the meeting with the PeopleSoft executives, Dr. Bruininks related, the technical people 
hammered at them:  PeopleSoft had not delivered and institutions had therefore underestimated their 
costs.  It must be remembered, Dr. Bruininks maintained, that this is a capital investment, similar to a 
building, that must run every transaction of a $1.8 billion organization. 
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 One Committee member inquired whether, when the specs for the system were originally set, if 
they were not clear enough about goals or performance, or if they were open-ended.  It was beta software, 
Dr. Kvavik pointed out.  Organizations do not usually PAY for beta software, another Committee 
member interjected.  The University did receive a significant discount, Mr. Cawley reported.   
 
 This and other universities are paying consultants a lot of money to make the system operate; will 
there be any recovery from other institutions?  There will not.  So the University's investment is all going 
to PeopleSoft?  Are there upgrades that the University must install each time?  Its needs could be slightly 
different from those of other places. 
 
 The University receives about 50 upgrades a month, Mr. Cawley said.  In some cases, it cannot 
wait so fixes the problem itself.  Then there is an analogous PeopleSoft fix, later, so the University takes 
out its fix and installs the PeopleSoft fix.  Sometimes they are the same.  But the University has no stake 
in the final product. 
 
 Professor Gudeman repeated his questions from the previous week:  are questions being asked 
about the PeopleSoft corporation?  Some are losing confidence in it but it has perhaps $1 billion invested 
by the Big Ten schools.  These universities are VERY dependent on PeopleSoft; if it goes broke or has 
bad management, they are in trouble.  How does it compare to other similar entities? 
 
 Dr. Kvavik agreed that there is a risk, although he did not believe it a significant one.  Purdue 
purchased a system from a company that went broke, so now has no support for it.  He related that he 
spent a lot of time assessing PeopleSoft.  It is meeting its objectives and its higher education sector is one 
of the more profitable divisions; it has a lot of institutions as clients and is expanding, including 
internationally.  As a cynical faculty member, seeing the tax on the units, Professor Gudeman said, he 
would like to know what the salary of the CEO is. 
 
 Dr. Bruininks noted that the University had passed to the year 2000 without problem, but the 
pressure was on because it had an old system without documentation.  And it also changed to semesters.  
Mr. Cawley disclosed that Dr. Bruininks had earlier asked him if the University had made the right 
decision to use PeopleSoft.  In 1996 it had beta software from a promising company that also had a good 
human resources product that many institutions were purchasing, so it appeared that many schools were 
buying into the same risk, but it was a risky path.  The alternative was for the University to take a 20-
year-old undocumented code and completely rewrite it for Y2K and for semesters.  He said he did not 
know if that was less risky or would have cost less or given the University less headaches.  The institution 
was faced with two risky and undesirable paths and had to choose one of them.  Mr. Cawley said he 
believed the system should have been brought in for about $48 million, which it would have if PeopleSoft 
had done its part.  The University should not have gone over that cost by $12 million.  Moreover, Dr. 
Kvavik added, it had to complete the effort by December 31 or it would be dead in the water. 
 
 One Committee member suggested not spending time looking at what was done in the past, which 
cannot be changed, but rather dealing with problems that the University now faces.  Dr. Bruininks agreed 
and said the challenge is what to do now.  He noted that when the budget was originally cut from $60 
million to $42 million, the new financial system was taken out; the University could have tried to do all 
three at the same time (student systems, human resources, and financial).  That was a wise decision, he 
said.  As for now, he did not know what could be done except to communicate more about what is 
occurring. 
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 Is there any way to finance the ESP without taxing the units, Professor Murthy inquired?  That 
creates the feeling that money is being taken from academic programs.  Dr. Bruininks said he did not 
think there was a better way.  What would the alternatives be?  Triple tuition?  It would not be fair to put 
the burden on students, although some of the proposed tuition increase would go to pay for the ESP, 
which is fair because the system will improve services for students.  It is clear that legislative funding will 
not be provided. 
 
 It may have been unwise to separate the IRS tax from the ESP assessment, Professor Gudeman 
contended.  The ESP is simply one of many University expenditures, along with salaries and classrooms 
and so on.  The question is one of distribution, and the focus should be on how the decisions are made to 
spend money.   
 
 Dr. Bruininks agreed that there could be a higher average assessment and the ESP costs folded in.  
That, however, could not be accomplished in time to redo the financial and budget plans for next year and 
before the budget must be taken to the Regents.  The issue could be taken to the budget management task 
force, however.   
 
 Dr. Bruininks also told the Committee that they had tried a model that put more of the 
responsibility for paying for compensation increases in local hands, tying it more to tuition.  This would 
have resulted in less impact in the Academic Health Center but a greater impact on some of the other 
Twin Cities colleges.  He said he told Vice President Cerra that the assessment falls a little more heaving 
on the Academic Health Center, Extension, the Agricultural Experiment Stations, and that other funds 
will have to be used to smooth the impact.  But he also told Dr. Cerra that the University cannot solve the 
Academic Health Center financial problems through the compensation strategy--that is only a marginal 
piece of the problem.  The University must seek state and federal funds to pay to train those responsible 
for people's health in the future.  And universities must be more on the cutting edge in technology and 
other areas than the average company. 
 
 The University will not ask the legislature for money for the ESP, Dr. Bruininks said, but it will 
ask for a serious investment in the information technology infrastructure.  The new cellular and molecular 
biology building required an $18 million core infrastructure improvement in the whole area.  The 
legislature will understand that, but there will be trade-offs, which is why the budget management 
advisory committee will be so important.  It must debate these issues and get a handle on University costs 
and why they are important and decide the best way to make the case on which parts should be paid by 
state dollars, which by tuition, which by clinical dollars, and so on.  The case for technology costs needs 
to be made more strongly. 
 
 Is it possible to solve the problem with semantics, inquired one Committee member?  The 
University gets funds from various sources and the ESP costs $60 million; say that that money must be 
spent and what's left over goes to the academic units.  Take it off the top.  After the adoption of IMG, 
Professor Gudeman observed, there are fewer central dollars.  The administration has only 32% of the 
budget, the state funds.  And most of that money is already in the colleges, Dr. Bruininks added; all the 
administration has is the incremental dollars added by the legislature.  All the tuition and one-half the ICR 
funds are distributed to the colleges.  That leaves in central administration only what increment it obtains 
from the state and what it can cannibalize to pay for University-wide services. 
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 Right now there are two taxes that fall differently, Professor Gudeman observed.  How the game 
is played with which taxes has a tremendous effect on the units.  There needs to be thought about where 
taxes will be levied.  People cannot see where the money goes. 
 
 The way people talk about this is also important, Dr. Bruininks said.  Tuition will grow by $12 
million next year.  Before IMG, people would not say they were being taxed; the administration would 
have paid the ESP costs, paid for other expenses, and distributed the remaining money.  The University 
has moved to a new model, one that will be good for the institution in the long term, but it was a mistake 
to think that central services could be paid for with the increment on state funds.  And state funds are 
being earmarked more and more.  There is considerable money, but enough for only modest salary 
increases and modest academic investments.   
 
 Professor Gudeman said he has objected to use of the term retrenchment.  If the total budget of 
the University increases, it is not retrenchment.  One must look at where the money goes or at the 
redistribution in a particular year. 
 
 All of this is not known at faculty and lower administrative levels, Professor Murthy told Dr. 
Bruininks.  It does not matter how the University got in this situation, it must be fixed.  This is not just the 
Academic Health Center.  One hears people saying that the administrators in Morrill Hall are not 
competent to make decisions and that they are taxing the units when they are trying to build programs. 
 
 Dr. Bruininks said that the ESP tax was the worst possible thing to have.  If all had run smoothly 
the situation would be acceptable, but it is not when the system does not run right and the costs keep 
going up.  In terms of the way the ESP is being paid for in relation to what people are getting, the 
combination is the worst possible. 
 
 One Committee member reported that units that use Macs have faced high costs.  They were told 
that Macs could be used, but that has turned out to be true only if units pay a lot of money.  Mr. Cawley 
said they do work but the solution is not ideal.  In some cases, it was said, units replaced Macs with PCs, 
an expenditure that was not in the budget.  How better to support Macs is an issue, Mr. Cawley agreed, 
and they are working on it. 
 
 Dr. Bruininks said that he and Vice President Carrier would work on communication with the 
faculty.   
 
 There is the broader issue that the taxes are seen as retrenchment, one Committee member 
observed.  Dr. Bruininks said he has watched as the members of the budget management task force have 
learned and grown, and that conversation must be kept going and brought to this Committee and to the 
Faculty Consultative Committee.  The point must be made that there will be an increase in revenue, and 
that tuition increases will cover the assessments plus the required contribution to the compensation 
increase, and that in some colleges there will be money left over to invest. 
 
 After brief additional conversation, Professor Gudeman adjourned the meeting at 5:20. 
 
      -- Gary Engstrand 
 
University of Minnesota 


