
Minutes* 
 

Senate Committee on Finance and Planning 
Tuesday, October 6, 1998 

3:15 – 5:00 
Room 238 Morrill Hall 

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

Johnson, Terry Roe, Susan Carlson Weinberg, J. Peter Zetterberg 
 
Regrets: Gerald Klement, Richard Pfutzenreuter, Jane Phillips, Peter Robinson, Charles Speaks 
 
Absent: Jean Bauer, Eric Kruse, Terrence O’Connor, James Van Alstine 
 
Guests: Dean David Kidwell, Carlson School of Management 
 
[In these minutes:  Lack of increased funding for supplies and expense budgets; the State  
Fair; follow-up on recommendations on parking and transportation; new charge to  
subcommittee to examine building operating costs and benchmark standards for support  
services; discussion of compacts and IMG with Carlson School Dean David Kidwell] 
 
 
1. Supplies and Expense Budgets 
 
 Professor Gudeman convened the meeting at 3:25 and turned to Dr. Zetterberg to lead a brief 
discussion of supply, expense, and equipment (SEE) budgets, their place (or absence) in the biennial 
request, and how they are linked to faculty lines. 
 
 Dr. Zetterberg said there is no specific item in the biennial request for general increases in non-
salary items (such as SEE), although there is an item for inflation on utilities and for some state specials 
that have seen no increases for 4-5 years.  The decision not to ask for a general increase in the SEE 
budgets was a conscious decision by the President.  In the last request, there was a general price level 
increase request as part of a broader request to meet all University needs; this request is quite different, 
focussed on five themes; it is the President’s judgment that this approach will more likely be successful 
with the legislature than one that included inflationary increases for SEE budgets. 
 
 SEE budgets are not specifically allocated to colleges; they are set historically, Dr. Zetterberg 
said, and not much affected by annual budget allocations.  When the President made the decision, there 
was no decision on how to pay for increases in support for faculty and staff – and it may not be an issue.  
If there is a problem, it should be worked out in the compact process, Dr. Zetterberg said.   
 
 The implication of this plan, said one Committee member, is that departments must use soft funds 
to cover the cost of supplies, and in some cases may be forced to use inloading funds (which were 
intended for teaching).  This may be true across the board.  Dr. Zetterberg expressed doubt that was so, 
but agreed there is a problem in some areas.  It is difficult to analyze SEE budgets across the University, 
because they are managed quite differently and funded in different ways.   

                                                 
* These minutes reflect discussion and debate at a meeting of a committee of the University of Minnesota 

Senate or Twin Cities Campus Assembly; none of the comments, conclusions, or actions reported in these minutes 
represent the views of, nor are they binding on, the Senate or Assembly, the Administration, or the Board of 
Regents. 



Senate Committee on Finance and Planning 
October 6, 1998 
  
  

2

 
 One problem, it was said, is the increase in costs related to technological improvements; they 
outstrip SEE budget increases.  The costs also then make it difficult for departments to purchase and use 
technology. 
 
 The University measures quite closely the percent of budgets that goes to personnel; in some 
colleges, the figure exceeds 90%.  If the pie is not growing, the only way to increase SEE budgets is to 
divert money from staff.  This is the larger problem, Dr. Zetterberg said:  the balance between personnel 
and non-personnel costs. 
 
 Inflationary increases are not really the issue, said one Committee member; in the case of 
technology and equipment, large amounts are needed.  It may be that the category should be rethought, 
and large equipment items categorized with technology.  Some colleges have addressed this issue by 
imposing computing fees, Dr. Zetterberg noted.  Another way to rethink the budget would be to ask for 
less for salaries and put more into non-salary items, although that may not be an especially popular idea. 
 
 It used to be that when a senior faculty member retired, the line item could be used to hire two 
new junior faculty.  When that happens, the entire responsibility for salary increases is left to the 
legislature.  Given a perfect distribution of faculty, however, there would never need to be additional 
funds for salaries:  as faculty retired, a junior faculty member would be hired and the rest of the funds 
would be used for salary increases across the department.  What is needed is a mechanism to tie the 
increase in faculty to increased infrastructure support; what units do, however, is exactly the opposite: 
they protect faculty lines and cut SEE or TA budgets.  The result is that the faculty buy their own supplies 
and end up as high-priced and inefficient secretaries.  One reason departments do this is because faculty 
lines are difficult to take away, while SEE budgets can readily be cut in the face of a retrenchment.  
Another strategy some departments use, Dr. Zetterberg observed, is to hold open faculty lines and use 
them for SEE costs, because they know that the inflationary increases will go to the salary lines. 
 
 Dr. Zetterberg said he would provide the Committee with data on non-salary expenditures. 
 
 One Committee member took issue with the proposition, made at an earlier meeting by Mr. 
Pfutzenreuter, that the University had to keep its biennial request under $200 million.  If its needs are 
greater, it should present the needs.  Dr. Zetterberg responded that the reason for the lower number is 
reasoned and pragmatic, and said that the University does make its needs known.  He agreed also that the 
balance between personnel and non-personnel costs should not be the same across all units of the 
University. 
 
 Professor Gudeman thanked Dr. Zetterberg for his comments. 
 
2. State Fair and Semesters 
 
 Professor Gudeman reported to the Committee that he had, in response to comments made at the 
retreat, written a letter to Dr. Bruininks requesting that the Committee be apprised of plans being made to 
deal with the calendar problems caused by the State Fair.  Fall Semester begins the day after Labor Day, 
but students need to move into dorms, faculty and staff need to get into their offices, and parking has to be 
available.  This will be a recurring problem. 
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3. Subcommittee on Twin Cities Facilities and Support Services 
  
 Professor Gudeman distributed to Committee members a proposed new charge to what has been 
the Subcommittee on Facilities Management.  The new charter language changes its name to 
Subcommittee on Twin Cities Facilities and Support Services, in order to give it broader responsibilities. 
 
 Professor Gudeman also distributed a letter of appointment and charge for the year to the 
subcommittee.  He and Ms. Phillips had met earlier and agreed on the topics the subcommittee should 
consider:   
 
1. Follow-up on the classroom recommendations made last year 
 
2. Examination of building cost issues  (What are the ordinary operating costs, the long term debt 

associated with building construction, and the maintenance costs (upkeep and repair)?  Are these 
costs adequately planned for and managed in the University's budget?   Are these costs included 
in planning and funding for new buildings that are brought on-line?  What is the relationship of 
these building costs to IMG?) 
 

3.   Benchmark Standards for support services and service unit compacts  (What units on the Twin 
Cities campus are considered support service units?  What are benchmarks and are they useful in 
maintaining service levels?  Who develops, reviews, approves, and monitors benchmarks?  Is the 
process of developing, reviewing, approving, and monitoring benchmarks a wise use of staff 
time?  (Does the time spent in this process pay the University back as improved service?)  What 
managerial processes occur if benchmarks are not achieved?)  

 
 With respect to which units are support services, Professor Gudeman said he would provide to the 
Subcommittee a list of the units which would be part of the compact process.  Related questions, he said, 
include (1) who makes up the support unit compacts?  (2) Who is consulted about what goes into them?  
(3) Should Parking and Transportation consult with the Subcommittee, to ensure a governance voice in 
the compact? 
 
 Professor Gudeman then turned to Ms. Gillett for comment on the Parking and Transportation 
issues about which the Subcommittee had made recommendations last spring.  It was agreed that 
Professor Gudeman, on behalf of the Committee, would write to individuals with responsibility for 
responding to the recommendations made by the Subcommittee. 
 
 The Committee had a brief discussion about the cost of new parking facilities and who pays for 
them (the funds come from parking revenues).  In the case of expensive facilities (such as the new ramp 
being built on the South Mall), it is current and future users who pay for it.  The question is who should 
pay for parking facilities and what should those who pay (e.g., users) be expected to support (e.g., a 
garage under the Weisman?)  This is taxation without representation, said one Committee member; 
another suggested it was linked to the question of what should be part of  “the commons” and paid for by 
all, versus what should be paid for by individuals or units.  It is also the case that the University uses 
average cost pricing rather than marginal cost; some institutions do things very differently.  The 
University is short of the number of parking spaces it needs on a daily basis by a considerable margin; 
this affects the customers. 
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4. Discussion with Dean David Kidwell 
 
 Professor Gudeman now welcomed Dean David Kidwell from the Carlson School of 
Management to discuss the compact process and how it interacts with Incentives for Managed Growth 
(IMG). 
 
 Dean Kidwell began by saying that he gives kudos to President Yudof and Executive Vice 
President Bruininks for using compacts.  Before they were used, there was no correlation between the 
information provided to the University in the planning process and the directions in which the Carlson 
School was expected to move.   
 
 For the Carlson School, the compact arose from the strategic planning process.  They went to 
their constituents (the business community and their students) to find out what they should do to provide 
value-added services; as part of a state institution, the School should play a role in community economic 
development.  They are very closely tied to their community, with over 1500 business people involved 
and a number of advisory boards, which provides a great deal of external information.  Internally, the 
process included faculty and department heads and sought information on the strategic directions the 
School should follow.  This was a customer-based strategic planning process on how to serve the business 
community in a way consistent with the University’s mission. 
 
 The School identified major initiatives and informed the President and Provost what they would 
need to accomplish them over the next 2-3 years – where they are investing School funds and where they 
would need University help.  The compact is derivative of the School’s planning process.  The compact 
does not identify specific plans on how to attain the goals and obtain feedback; those are identified in 
more specific documents in the School.  The compact is intended to identify the major initiatives 
appropriate for presentation to the President; there are a number of “smaller” initiatives occurring as well. 
 
 Asked about the interaction between compacts and IMG, Dean Kidwell said the advantage of 
IMG is that a unit can look at the investments it needs to make and identify possible revenue sources; 
IMG forces a look at the budget process and the management of tuition.  The Carlson School has an 
activity-based costing system that permits very fine-grained analysis, allowing consideration of the 
economic viability of each program.  Some University programs are “mandated” as part of the 
institutional mission (e.g., Physics or English), but the institution still needs to know the extent of the 
subsidy that those programs receive.  All the Carlson School students receive a substantial state 
scholarship (because tuition pays significantly less than the full cost of instruction).  Some Carlson 
programs are service programs, some are subsidized and some are not, and each must be evaluated for 
their quality and their market.   
 
 An example of how IMG will work, Dean Kidwell explained, is that the Carlson School and 
Humphrey Institute might want to offer a program for management of not-for-profit organizations.  
Before IMG, they had to figure out how to find the money.  Now, they can go to the not-for-profit 
community and the business community to ask if the program seems viable and can start with a full-cost 
model for the purpose of setting tuition.  If that means tuition would be too high, the two units can go to 
the Provost or President and explain the program, and say that if it is to be offered, there needs to be a 
subsidy to keep tuition levels reasonable.  This kind of exercise can be conducted for any program; IMG 
allows cleaner decision-making and more flexibility. 
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 Dean Kidwell explained that some programs are offered for a profit and some receive a subsidy – 
and that they know which is which.  All profits from a program are plowed back into people and 
programs and support, he pointed out. 
 
 In response to queries about hiring faculty on non-state funds, Dean Kidwell said that the funds in 
the Carlson School are commingled – they come from the state, from tuition, from entrepreneurial 
activities, ICR, fund-raising, Foundation accounts, and executive education programs. 
 
 One Committee member asked how compacts contribute to the University; autonomous units can 
generate their own goals.  How do they fit with other units at the University?  Dean Kidwell noted that 
historically, Law and Business have been more independent than most other colleges.  Carlson has a small 
undergraduate program (about 1200 students), the Masters programs are self-contained, and the Ph.D. 
programs interact with other units, particularly in CLA.  They are also exploring the possibility of 
offering an undergraduate minor in business.  With respect to undergraduates, business majors take most 
of their courses outside the Carlson School; unlike most other business schools (which try to increase the 
number of business school hours and decrease liberal arts hours), Carlson tries to maximize the number of 
liberal arts credits its students take, because they want their graduates to be well-educated across the arts, 
sciences, and humanities. 
 
 One faculty concern has been the possibility of a decline in support for research under IMG.  
How is the Carlson School addressing support for research?  Dean Kidwell said the Carlson School 
makes significant investments in its faculty; they receive 2/9 summer salary and all associate and full 
professors receive funding for research.  The doctoral program is extremely expensive. 
 
 Dean Kidwell said they see declining external research funding and declining funding within the 
University as well.  He has told the faculty that he expects less external funding and that the state 
government is less interested in research.  If the Carlson School is to remain among the best in the 
country, it must look for other sources of funds.  Business schools have typically not obtained a great deal 
of sponsored research, and they are trying to establish incentives for faculty to do so (e.g., from NSF) and 
to establish partnerships with business (which creates the potential for conflicts of interest, but so does 
government-sponsored research).  The environment is one in which research funding is more difficult to 
obtain, but the activity is basic to the institution.  It cannot be a great research university without 
intellectual capital – it must have good faculty, on the cutting edge of research.   
 
 Would links to other units be helpful?  The Carlson School now collaborates with IT, CLA, and 
the AHC, among others.  Given that funding agencies want the best researchers involved in proposals, 
collaborations make sense – they are driven by the market.  Being able to work with other units (i.e., 
without having to go through central administrative offices) is important.  IMG has freed units to be more 
flexible in this respect; they can go to prospective partners and see if something can be developed.  That 
was not possible before because of Morrill Hall. 
 
 With respect to faculty consultation, they did not do as good a job as they would have liked in 
working with individual faculty members.  The Carlson School spent a lot of time on its strategic 
planning, which all faculty know about and were involved in.  The compact was more expedited and was 
needed quickly; any unit that did not have a strategic planning process in place was in trouble.  He 
worked with department heads and the dean’s staff to identify how the compact could fulfill the strategic 
plans; it was reasonably well done, he said, because the issues had received long thought beforehand. 
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 He has talked about forming an elected faculty consultative committee to provide input to the 
dean beyond that provided by department heads.  The communication structure is now hierarchical, but 
the links are not necessarily optimal.  Dean Kidwell said he hoped this would lead to a more open process 
of communication. 
 
 One Committee member asked about how funds are distributed under IMG; does a department 
that raises money get to keep it?  Dean Kidwell said funds go to the dean’s office.  There are incentives 
outside of IMG for certain behaviors by departments.  There is a delicate balance to be observed, because 
the School cannot afford to have departments go out of business.  Incentives are intended to have 
departments perform better, but the rewards are at the margin, because he does not want departments 
pitted against each other.  They will only be top-ranked as a school, not as individual departments.  
 

Dean Kidwell said their costing system allows financially intelligent and rational decisions, and 
that does not mean a department is closed if it does not make money.  They also use performance 
measures, but ones that make sense (not simply how many thousands of student credit hours were taught 
or how much money was raised).  The use of incentives to obtain the desired behaviors and to change a 
culture must be adopted with care, he said, because they do not want to destroy the School as a whole – 
they want to help departments with problems and provide successful departments with rewards.  The 
performance standards are only now being developed; Dean Kidwell said he would be glad to share them 
when they are completed. 

 
Asked how he will factor in elements that are not captured by benchmarks, such as good 

leadership, Dean Kidwell said they would show up on the research side.  The measures do not rely only 
on the instructional mission.  The world is bifurcated, he said, between the production of knowledge and 
the transmission of knowledge.  In the case of one of his departments, two faculty positions are being 
added; there will be more faculty than are needed for teaching, but the area of their expertise is one in 
which the department must be strong. 

 
One Committee member inquired about diversity objectives.  Dean Kidwell said that they try to 

obtain as diverse a student body as possible, and that is also driven by what the University accomplishes.  
Diversity is a major issue at the MBA level; attraction of talented students is driven by scholarship 
funding.  They are launching a small capital campaign to raise funds that would be used for scholarships 
(many of which would be used to diversify the student body) and for increasing the number of female and 
minority faculty.  One problem they have is getting top minority MBA students to take the Ph.D. – 
because those students make so much money in the private sector.   

 
This is an important issue in business education, Dean Kidwell concluded.  He said they tell 

students that if they cannot manage across gender, race, and international lines, they will be unsuccessful.  
They must understand other cultures and people if they are to succeed – no matter how they may 
personally feel.  This is simply good business.   

 
As for improving the compact process, Dean Kidwell said the University does not have enough 

experience with it to say that anything is really wrong or really good.  It was a good decision to adopt the 
process, because it will hold academic units more accountable and forces hard looks at the budget.  He 
also suggested that in future discussions with deans, the college financial officers be brought in to identify 
operating problems.  Professor Gudeman agreed. 
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Professor Gudeman thanked Dean Kidwell for joining the meeting, and adjourned it at 5:10. 
 
      --  Gary Engstrand  

 
University of Minnesota 


