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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.

Minutes

Senate Committee on Finance and Planning

Tuesday, October 5, 1999

3:15 – 5:00

Room 238 Morrill Hall

Present:

Stephen Gudeman (chair), Jean Bauer, Charles Campbell, Catherine French, Cynthia Gillett, Wendell Johnson, 
Gerald Klement, Michael Korth, James Perry, Jane Phillips, Terry Roe, Rose Samuel, Charles Speaks, Susan 
Carlson Weinberg

Regrets:

Dan Feeney

Absent:

J. P. Maier, Shana Saeger, Eric Kruse, Terrence O’Connor, Richard Pfutzenreuter, J. Peter Zetterberg

Guests:

Associate Vice President Steve Cawley; Professor Thomas Walsh; Associate Vice President Robert Kvavik

[In these minutes: Networking and Telecommunications Services (NTS) rates; new telephone system; model pool
costs; status report on Enterprise Systems Project]

 

1. Telecommunications Issues

Professor Gudeman began the meeting at 3:15 and first welcomed a new student member, Rose Samuel. He then 
turned to Associate Vice President Cawley for a report on various items related to telecommunications.

Mr. Cawley distributed a two-page handout that contained information on NTS rates, telephone system 
replacement, faculty and staff modem pool, and the student modem pool. He turned first to NTS rates.

NTS does not anticipate rate increases beyond the rate of inflation. There has been discussion that some items 
should be removed from the rates, which would mean they would decrease. He reviewed the rates for telephones,
voice mail, long distance calling, and EtherJack connections (for EtherJack offices) and for the same first 3 items 
plus a Private Node in Private LAN offices. 

Mr. Cawley noted that the only potential problem is the connection with the commercial Internet (as opposed to 
Internet 2); that rate has been increasing at 100% a year since 1991. The cost is not too high yet, but it could be. 
That rate may be one argument for treating part of the NTS rates as a common good. If the University wants to 
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provide incentives for Internet connectivity, it will not want to see significant rate increases for Internet 
connections or usage.

One Committee member pointed out that treating Internet connectivity as a common good will interfere with 
research grant funding; subsidies for other activities are not allowed in charges against federal research grants. Mr.
Cawley said he understood that this is a problem, that he does not have an answer now, but that he is having 
conversations about it and will try to address it.

The Committee discussed with Mr. Cawley how charges should be levied against departments, the usefulness and
disadvantages of using IP addresses as the mechanism for charging, how they affect rates, why it is difficult to 
measure actual usage rates, rather than merely active IP addresses (an argument for making access a common 
good, because usage cannot be measured, unlike the telephone, and attempting to measure usage would likely 
cost more than it does to run the entire network right now), the components of the charges for IP 
addresses/connection rates, and what the implications of distributing costs in a different way would be.

Mr. Cawley next told the Committee that the telephone system is aging--it is 14 years old--and beyond its useful 
life. The estimated cost of a new system is $15 million, to be paid for with a $5 per-telephone/per-month charge 
added to whatever current telephone rates are beginning in 2002-03. Vendor support for the current system will 
end in 2003. The rates could drop, once the system is paid off in 10 years, if the system could be retained beyond 
that date.

Information gathered by NTS suggests that the simplest, lowest risk, and least expensive replacement, the one 
being proposed, is an upgrade to the latest product from the current vendor. One concern is about the state of 
technology; will the system keep up with advances?

Mr. Cawley agreed to reconvene the task force that had been looking at this issue.

Discussion turned next to the faculty and staff modem pool. Much of the discussion consisted of a colloquy 
between one Committee member and Mr. Cawley, with the content of the discussion opaque to most other 
members of the Committee (and the author of these minutes). The principle issue is how cable providers will 
affect, and interact with, provision of faculty/staff access to the web/Internet.

Professor Gudeman thanked Mr. Cawley for joining the Committee. It was subsequently agreed that Mr. Cawley 
would return to the Committee to provide a less technical explanation of the issues that were raised at this 
meeting.

2. Status Report, Enterprise Systems Project

Professor Gudeman next welcomed Associate Vice President Kvavik, to provide an update on the Enterprise 
Systems Project (ESP). 

Dr. Kvavik began by noting that many milestones have been achieved, such as web registration. Not all have 
been without bumps, some attributable to PeopleSoft and some not. (One problem is that the system has been 
raided by hackers, who load the system with queries; that cannot be stopped unless security of all servers is 
rethought.) The 7.5 upgrade has been installed, which adds key functions such as disbursement of financial aid, 
encumbering, and billing. But the modules that support these functions are not ready for use until testing has 
been completed. The University has not compromised on testing, because if bad data enter the system, "you're 
finished." Version 7.0 did not have several functions the University had contracted for, including billing and 
financial aid, which had to be included. There was doubt that the updated version could be implemented, but it 
went in early and almost flawlessly--with a lot of work from very dedicated people. Dr. Kvavik made reference to
the presentation to the Board of Regents, which provided greater detail on what has been accomplished to date 
and what is scheduled through June, 2000, when the installation is expected to be completed.

Financial aid and billing should be in place by October 22; the contingency plan for these modules did not work 
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as well as had been hoped, but students did get their money. Apologies have been made to students and the 
Regents; "it is not the objective to provide crummy service." By December the basis functions of the student 
systems should be working.

Payroll and benefits remain to be installed, and those have been delayed about three months, at no additional 
cost. The current payroll system is Y2K compliant, so the clock is not ticking in the same way as for student 
systems. A conservative implementation strategy will be used: both the old and new payroll systems will be run in
parallel for four months, to be sure it works.

The first roll-out of the Faculty One-Stop on the web will be in October or November. There is a group working
on it. Class lists will be available through the Faculty One-Stop.

Everyone is suffering with PeopleSoft; the biggest disappointment is performance. At best, it has taken 10-11 
seconds to perform one drop/add transaction; some personnel forms take minutes. The software is being 
designed quickly and not well, and PeopleSoft is shipping it without testing against appropriate databases. Our 
people fix the problems--they are really smart about finding them--but that can take a week or so. A very large 
problem is that PeopleSoft is sending on average 50 "patches" per month that have to be scheduled and installed,
and some of the patches break other patches. The vendor software "is killing us," but the hardware is functioning
well.

There are eight Big Ten schools using PeopleSoft; representatives from the schools have met. They are asking for
a number of things. One, that there be a designated PeopleSoft representative to work on performance issues 
with the eight schools, and use a Big Ten school database for testing. Two, they met with the Sun Microsystems 
president, to try to put pressure on PeopleSoft to test their software on Sun. Three, they agreed within the Big 
Ten to write modules that PeopleSoft has not provided (which mostly affect professional schools), and to try to 
persuade PeopleSoft to include the modules in future releases. (The goal is to develop standardized modules that 
all schools can use; it would take the University five years or more to develop these modules by itself.)

The University would have been in the same boat with any vendor, Dr. Kvavik commented. There was no 
choice--the system had to succeed, because the old one COULD NOT be fixed in time or at a reasonable cost. 
Of large ESP efforts around the country, many are never completed, average costs are 178% of original 
estimates, they take 2-3 times longer than planned, and achieve only 60% of the functionality that was sought. At 
the University, the cost has risen 20%, it is about 3 months late, and 80-90% of the functionality will be achieved,
so comparatively, the University has done well. That is in part because extraordinary people worked extraordinary
hours--in the colleges, in the Office of Information Technology, and in the Office of the Registrar.

Asked if PeopleSoft would permit fixing the fringe benefit rate for graduate assistants, Dr. Kvavik said that every 
time there is a change in the PeopleSoft practice, it costs money. The Human Resources and Student areas are 
more customized, because the University has many years of practices to be dealt with. SCEP, Dr. Zetterberg, and 
the undergraduate deans reviewed undergraduate policies and made significant changes in the direction of 
uniformity, which helped enormously. Some patches have been written; some may be kept, some may not.

The big challenge will be in financials; the University is considering PeopleSoft financials. CUFS is no longer 
being supported by its manufacturer, and the mainframe will soon only be kept operating for CUFS. As 
PeopleSoft develops, the University can take advantage of sophisticated e-commerce and e-store programs 
included in the software. The changes are coming faster than the University can handle them, so the one logical 
consideration is to use PeopleSoft programs. One change may be that instead of buying on a fixed contract, it will
be more like commodities, where one buys goods at auction. This has enormous ramifications for the bookstores
and University Stores.

The financials purchase needs to be evaluated against the need to stabilize the performance level of the current 
systems. One worry is how the system will interact with the new grants management system.

Asked about fixing PeopleSoft modules, and the work being done in the Big Ten, Dr. Kvavik said that there is 
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sharing among the schools, and that while PeopleSoft is benefiting from the work done by the University on their
faulty software, the Big Ten universities are also refusing to pay the PeopleSoft consultants who have to work on 
faulty items.

Of the money ESP is costing, a small portion goes to PeopleSoft. Much more goes to consultants, whom the 
University did not think would cost so much. Part of the problems were Y2K that created an enormous demand 
for consultants, part were that there are few people who know PeopleSoft. One smart decision the University 
made was to develop in-house expertise; some Big Ten schools used only an outside consultant. The University 
relied on a number of different firms. The University has been better able to stabilize its consulting needs and at a
better price. The in-house expertise serves the University well for the long term.

If the University has to repair software that PeopleSoft has made, why not make them take it back and sue them? 
Because there was no other product to buy, Dr. Kvavik said. The University has spent $53 million for the project,
cannot do it over, and about 500 schools use PeopleSoft. The University should make sure that PeopleSoft 
succeeds. The two are co-dependent. The problems have been in the student systems, not human resources and 
financials, which are more mature systems. The University knew the student systems were beta product, and the 
problems have been irritating, but things are working out.

In response to a question, Dr. Kvavik said that registration on November 15 should be smooth. It is hoped that 
average registration time for a student will be less than one minute, and the system will be able to take more 
students simultaneously than it could before.

The cost of University staff (Dr. Armstrong and the 15 people who work for her) is included in the $53 million 
cost of the system. How to maintain it in the future is a question that is being addressed. There were budgets in 
place to upgrade the old system, which will eventually need to be used for maintenance of the new one. His view,
Dr. Kvavik said, is that different skill levels will be needed in places like the Office of the Registrar and Student 
Financial Aid--people who can design web pages and new functions--but not as many people will be needed. 
Those who are will make more money and will be hard to find. At present neither of those two offices have the 
staff they need; once the consultants are gone, the crutch will be gone.

There will be versions 8.0 and 9.0; the University has a contract to obtain them. Dr. Kvavik said he expects there 
will be major upgrades every 18 to 24 months. PeopleSoft plans are fabulous, which is why the University bought
off-the-shelf product. They can deliver things the University could not do by itself. As for being captive of a 
company, there are competitors, but PeopleSoft has the lion's share of the business and is the best product, in his
opinion.

One Committee member inquired about e-commerce and the bookstores. Dr. Kvavik said he believes any 
business that is intermediary between the consumer and the producer is in trouble if it does not add value to a 
transaction. The changes that are coming will produce radical changes in various University business units, and 
will spill into faculty business in such areas as external sales and testing. The University has an antique financial 
system; the improvements will help departments manage their money as well as not leave money on the table 
because of poor management systems. 

Professor Gudeman thanked Dr. Kvavik for joining the meeting, and adjourned it at 4:45.

-- Gary Engstrand

University of Minnesota


