
 Minutes* 
 
 Senate Committee on Finance and Planning 
 Tuesday, August 13, 1996 
 3:15 - 5:00 
 Room 238 Morrill Hall 
 
 
Present: Charles Speaks (chair pro tem), Thora Cartlidge, Patricia Ferrieri, Richard Pfutzenreuter, 

Benjamin Senauer, James VanAlstine 
 
Absent: none counted for a summer meeting 
 
Guests: Mario Bognanno (President's Office), Associate Vice President Robert Kvavik, Senior Vice 

President Marvin Marshak 
 
Others: a DAILY reporter 
 
[In these minutes:  Twin Cities campus master plan, revision of the biennial request] 
 
 
1. Discussion of Correspondence and Issues about the Biennial Request, Salaries, and the 

Campus Master Plan 
 
 Professor Speaks convened the meeting at 3:15 and noted the packet of materials that had been 
provided to Committee members.  He reviewed the contents, including a July 11 memo from Professor 
Morrison to Messrs. Kvavik, Marshak, and Pfutzenreuter raising seven questions about the biennial request 
and a July 22 joint letter from Professors Sara Evans, Fred Morrison, and Charles Speaks (faculty members 
of the Biennial Request Committee) to Messrs. Kvavik and Pfutzenreuter raising nine issues about the 
biennial request.  (The points raised in these letters were among the subjects of discussion at this meeting.)  
 
 Draft letters from Professor Morrison to (1) the Board of Regents concerning the Campus Master 
Plan and (2) the President concerning faculty salary distribution were also included for review of 
Committee members; Committee member comments on either are needed by Professor Morrison by August 
19.   
 
 The major thrust of the letter concerning the Twin Cities Campus Master Plan is to express concerns 
about the Washington Avenue bridge and to support the concept of "no net new space."   
 
 On the latter point, Dr. Marshak inquired if the concept included the Basic Sciences building.  
Professor Speaks said he thought not, although there has been no specific discussion on the point; he said 
he believed the concept is intended to obtain from this time forward, but does not apply to projects 
currently under construction.  He affirmed that it applies to the Twin Cities campus only. 
 
 Professor Speaks also recalled that in discussions with some committee, there has been information 
                     

 *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 
August 13, 1996  

 2

provided about existing buildings that are to be slated for decommissioning and perhaps demolition.   
 
 Another question, Dr. Marshak said, is whether the concept of "no net new space" applies to such 
things as residence halls, or is it intended to apply to academic space?  Professor Speaks said the 
Committee had not discussed the point, but observed that in the case of a residence hall or other facility, 
where there will be a revenue stream to make it self-supporting, it would probably not be included.  The 
concern is that so often money becomes available for new space, but there is no money for taking care of 
deferred maintenance of existing space or money for maintaining the new space.   
 
 Dr. Marshak said it would be helpful to clarify the Committee's position on these issues.  Another 
example that raises questions is the new Archives facility, which transcends the University.  It will be 
nearly 200,000 square feet; if it had to be counted in the formula, requiring that 200,000 square feet of 
academic space elsewhere be taken off line, the calculus would be troubling.   
 
 Dr. Kvavik said they have not considered things this way.  They have looked at all the buildings, 
regardless of what function they serve, to determine if they could be taken down.  The first buildings on the 
list are the University Press, the laundry, fleet services, and so on.  Academic buildings have not been 
targeted, although Nicholson and Jones would cost an enormous amount of money to renovate, and the 
small gain in square footage raises questions about the wisdom of such an investment. 
 
 Professor Speaks said he would speak with Professor Morrison about clarifying the Committee's 
position on "no net new space."  He inquired if Committee members had any additional thoughts on the 
master plan. 
 
 One Committee member said, about "no net new space," that the Committee should take a firm stand 
on the concept, but in terms of taking space off line, the architectural and historical character should be 
taken into account before a final decision in made.  Adaptive reuse of the buildings needs to be considered. 
 Dr. Kvavik said this is being done. 
 
 The same Committee member said that the stand against "no net new space" makes sense, in the draft 
letter it is tied to the Campus Master plan that shows new construction.  Most of the new construction 
shown in the plan consists of projects discussed earlier in the meeting:  projects already underway or for 
which some funding has been provided.  It is inaccurate to describe the plan as calling for a lot of new 
construction, it was said. 
 
 The concern is not so much about net needed new space, but the perception of a strong reluctance, in 
MANY quarters, to ever give up any space that currently exists, Professor Speaks said.  People don't want 
to move out, they refuse to move out--that is the main thrust of the concern. 
 
 Finally, said the same Committee member, the concept of "no net new space" makes sense, and the 
Campus Master Plan suggests it, with "infilling" and getting rid of leased space. What is the status of the 
idea of "no new net space"?  Is it a policy that has been applied, a documented policy?  It is not, Professor 
Speaks said.  Should it be considered as a possible University or Regents' policy?  There has been no 
establishment of a policy, Professor Speaks; it has simply expressed a view that this is an objective the 
University should try to adhere to:  every time there is talk about new space, there must also be talk about 
what existing space can be given up. 



Senate Committee on Finance and Planning 
August 13, 1996  

 3

 
 Dr. Marshak commented that the administration has been looking at decommissioning space, with 
the Carlson facility coming on line.  It is not clear, in his mind, what the principles are that govern who 
should move where.  What principles are being implemented?  There is a need for contiguity in related 
operations, but how far does one carry it?  Is it necessary that all social science or physical science 
departments need to be near each other?  What about departments that like to be near their classrooms?   
 
 What is happening, he told the Committee is that there will be a large number of good classrooms on 
the West Bank but an increasing deficit of good classroom space on the East Bank.  That suggests that one 
should move a department that uses large numbers of classrooms to the West Bank.  But what if that 
contradicts the model that related areas should be near each other?   
 
 Which goals, when they conflict, should be met, when not all can be made?  And should the decision 
get made?  Does an individual department chair or faculty have a veto on where they will be?  Is this up to 
deans and provosts?  Is there some mechanism, not only for campus master plans, but also for assigning 
space? 
 
 These questions will have to be answered, Dr. Marshak said, and he would like to answer them in 
collaboration with the Committee, or the intent of the Committee will not be observed.  Which principles 
will be used, and in what priority, and how decisions will be made, must be decided before the end of Fall 
Quarter with respect to the Carlson space and the corresponding space that will be taken off line.   
 
 Professor Speaks agreed that these issues will be placed on the agenda early on in the fall. 
 
 Dr. Kvavik recalled that the "no net new space" doctrine was promulgated by President Keller; since 
then, there has been about one million square feet of space added to the inventory.  But much of it comes as 
a result of the tremendous growth of the University's research enterprise.  He said he does not question that 
President Keller anticipated the ability University to support this infrastructure, but no one anticipated that 
the state would have as a policy, for such a long time, no funding for space.  The University now is at a 
point where this must be addressed. 
 
 How does the sale of the Hospital affect this, asked one Committee member?  That will be the 
subject of a separate study, Dr. Kvavik said, but apparently it will have a very positive impact.  Three or 
four years ago the University was looking at how the Jackson-Owre-Millard-Lyon (JOML) complex would 
be reused, and there was little thought it would disappear; now, if one understands Provost Cerra correctly, 
he intends the site to be green space. 
 
 One thing that was surprising, Professor Speaks observed, is that when the several buildings being 
considered for decommissioning were listed, and the costs of demolition and relocation are taken into 
account, the annual savings would only be about $2.5 million, a very small number.  That does include the 
reduction in deferred maintenance obligations, it was said.  "Old space is cheap space," Dr. Marshak 
pointed out.  "It's lousy space, but it's also cheap."  Dr. Kvavik commented that it is buildings like the Basic 
Sciences that are expensive; it will increase by one-quarter the use of electricity and utilities on the East 
Bank.   
 
 Old space is also problematic when it comes to classrooms, said one Committee member.  It would 
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be desirable, responded another, to see a master plan that addressed not just the diminishing quality of East 
Bank classrooms--"it is hard to imagine they could diminish much more."  There is a master plan for all 
classrooms, Dr. Kvavik replied, and it is probably one of the best plans the University has put together--and 
it is being implemented.  One need only look into Willey Hall to see the refurbishment.  This is a critical 
measure for the University that the Regents have adopted; by the year 2000, 100% of the classroom 
inventory will meet a 119-point quality standard.   
 
 Dr. Marshak said his point was that in terms of quality and quantity, the West Bank will be better off 
than the East Bank, for awhile.  The new Carlson facility will add 27 new classrooms that will be state of 
the art, and those 27 will go into the general classroom inventory. 
 
 One Committee member made a last statement about making sure the older buildings are also 
considered for preservation.  Dr. Marshak responded that there is a problem with older buildings; there 
must be an analysis to decide which are "keepers" and which are not.  It is not realistic to expect that all are 
"keepers," he said; some of them are so compromised structurally that the cost of keeping them is beyond 
any benefit one could imagine.  There will be a survey of the area; the University is working with the 
Minnesota Historical Society to get an evaluation of the old campus area.  But there will be some pruning; 
one hopes it can be of buildings such as Fraser, which is not particularly distinguished and which is not 
very useful. 
 
 Dr. Bognanno then alluded to Professor Morrison's draft letter on faculty compensation.  He said one 
is left with the impression that except in Arts, Sciences, and Engineering, there were no salary increases 
granted.  In Professional Studies, Professor Speaks responded, the report from Provost Allen indicated that 
Law School increases were recurring but all others were non-recurring.  In the AHC, the changes were 
more ambiguous.   
 
 If the argument turns on recurring versus non-recurring, Dr. Bognanno said, the reference to the 
President's statement that there would be an average 3% increase is unclear.  Did the President say there 
would be a 3% recurring increase?  What he said to the Faculty Senate in May, recalled one Committee 
member, was that faculty salaries would see 2% recurring and 1% non-recurring increases, on average, with 
occasional exceptions such as the Medical School.   
 
 It is important that the President's statements be characterized correctly, Dr. Bognanno maintained.  
Professor Speaks said he would ask Professor Morrison to address the concern. 
  
2.   The Biennial Request 
 
 Professor Speaks then turned to Messrs. Kvavik, Marshak, and Pfutzenreuter, and noted that there 
has been much communication back and forth since the July biennial request proposal, so an update is in 
order.  Dr. Marshak said he would respond to the points in the letters from Professor Morrison, et al, as the 
presentation was made. 
 
 Mr. Pfutzenreuter started by explaining that the administration has been working on the request since 
last May, when the annual University plan went to the Board of Regents.  There was a four-year financial 
framework in the plan; over the summer they have been refining that framework.  The biennial budget 
request will be transmitted to the Board of Regents in late August, which is the outcome of the planning 
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document, the four-year framework, what they see as a four-year average annual investment need, and the 
narrower two-year biennial request.   
 
 He briefly reviewed the timeline for the next several months, including review by the Regents in 
September and action in October and submission to the Finance Department and Governor at the end of 
October.  All through the autumn there will be discussions of how to communicate about the request. 
 
 Mr. Pfutzenreuter then drew the attention of Committee to the proposed investment requirements, the 
four-year framework that will be translated into the biennial budget request.  There are a series of major 
categories of budget initiatives. 
 
1. Compensation:  the total new funds requested over four years is $349,000,000.  Base salary inflation 

(on the entire salary pool) at 2.5% is $166 million; the projected increase in the costs of (current) 
fringe benefits is $63 million; and the "compensation goal" for the four years is $120,000,000.  This 
last amount is intended to bring the average faculty salary to the midpoint of the range of the top 30 
peer research institutions in the country by the end of the second year of the first biennium (the end 
of 1998-99).  Dr. Marshak said the group is the CHANGE magazine top 30 plus the four Big Ten 
universities not included in the CHANGE group.  There is, in addition, an "incentive pool" in the 
second biennium of the four years, which would not raise the base above the midpoint but as an 
incentive for faculty salaries. 

 
 Mr. Pfutzenreuter affirmed that there has been a slight reduction in the projected rate of increase in 

fringe benefit costs, from 4.5% to 4%. 
 
 The "compensation goal" is actually market for everyone, Dr. Marshak explained, but in general, 

with respect to staff, the University is already at market.  It is primarily in faculty salaries that the 
University is behind the market, so that is where most of the adjustment will occur.  The market is 
defined for the various groups (e.g., different faculty comparison groups for the different campuses), 
but the goal is midpoint of market by 1998-99. 

 
2. Technology, at $195,000,000, is down from $235,000,000 in the previous version.  The process 

redesign figure remained at $45 million; the equipment and infrastructure amounts have been 
changed.  There have been timing changes, so some goals are pushed out to six years.  "Process 
redesign" is systems improvement. 

 
3.  Programmatic investments, in the previous version, was $7.5 million per year or $30 million for the 

four years.  It now stands at $100 million over the four years, with a significant part requested for the 
first biennium. 

 
 Is that a result of taking money from elsewhere and adding it to this item, Professor Speaks inquired, 

or is it shifting money and calling it programmatic investment?  Dr. Marshak said there have been 
shifts.  At the July Regents' meeting he posed a series of questions to the Board; one was about the 
balance between human resources and equipment ("people" and "stuff").   

 
 In this proposal, the balance has been changed.  Some of the facilities investments have been spread 

over six years, decreasing annual expenditures.  The goals remain, but they will not be achieved 
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during the four years.  Some of the technology "stuff" has been recast as programmatic investments, 
recognizing that distance education, for example, will require people to deliver programs as well as 
the hardware to deliver it.  They are in the process of collecting proposals from the chancellors and 
provosts to flesh out the programmatic investment category; most of it has been collected and is now 
being reviewed.  These are academic programs, Dr. Marshak affirmed. 

 
 Asked if this includes training for faculty to use new technology, Mr. Pfutzenreuter said funding for 

that will be included in the technology request.  "Technology" will not just be machines; it will also 
be people, Dr. Marshak added. 

 
4. The numbers for facilities (a total of $129 million) have changed some, Mr. Pfutzenreuter explained. 

The "custodial services" and "repair and replacement" have been revised, and the latter will include 
funds to accommodate moving units. 

 
5.   Scholarships, fellowships, and merit aid amount remains unchanged at $26 million. 
 
6. The general inflation amount ($114 million) remains unchanged (this is for the non-salary items of 

the budget). 
 
7.  "Additional needs" have been modified slightly, and stand at $100 million ($25 million for central 

reserves, $55 million as an offset to declining revenues, and $20 million in one-time expenditures). 
 
The total investment, over the four years, is $1.013 billion. 
 
 One Committee member inquired about the departure from the normal biennial planning scheme.  
Dr. Marshak said this is an effort to get more stability into the process, and the numbers will be translated 
into biennial data, but they are trying to think in terms of a four-year period.   
 
 Dr. Marshak then turned to the letter from Professor Morrison raising issues about the biennial 
request: 
 
 "1. Is it wise to tie our hands so much on the tuition issue?"  The Board is still considering tuition 
policy, Dr. Marshak reported, and is taking it up in September.  There has been no determination on the 
issue, and none implied here.  Dr. Kvavik added that the 2.5% inflationary increases in tuition are regarded 
as a minimum that can be revisited, depending on how the discussions with the legislature go.  Dr. 
Bognanno affirmed that this is the President's view as well.   
 
 "2.  Is the total amount available for 'strategic initiatives' enough?"  That has been significantly 
increased (from $30 million to $100 million). 
 
 "3.  Shouldn't we impose some cost savings on facilities (e.g., decommissioning)?"  The answer is 
yes, Dr. Marshak said, but does not appear in these tables.  Building decommissioning is one way the 
University will contribute in the partnership plan.  They do not want to net that out, because the state is 
being asked to match the proposal. 
 
 "4.  Can't we expect efficiencies from central administrative operations?"  Again, the answer is yes, 
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Dr. Marshak told the Committee, but needs to be addressed as a University contribution to the partnership 
proposal, because the state is being asked to match the internal cuts. 
 
 "5.  Shouldn't the Hospital sale be recognized?"  It should, and will be. 
 
 "6.  Can't we get better numbers for technology costs?"  There will be; they are being worked on, and 
the numbers have been reduced.  They also recognized that technology represents both people and stuff, but 
are not finished with the numbers.  Part of the concern, said one Committee member, is the recollection that 
the total technology costs being sought may come from the consultant's report.  What was not clear was 
whether this the most optimistic level, or less.  It was the most optimistic, Dr. Marshak replied, but has 
been reduced. 
 
 "7.  As a tactical matter, should we ask" for inflation first, essentially, and do the partnership on the 
remainder?  Because of the Finance Department requirements, the University must respond in a certain 
format.  The University will certainly make the argument that it is "entitled" to the money it had in this 
biennium plus inflation, but cannot do so in the format required.  It is also better politically to keep the 
package together, Dr. Kvavik said. 
 
 Dr. Marshak then reviewed the later memo from the three faculty on the Biennial Request 
committee. 
 
 1.  "The request lacks an academic theme."  The amount of money for academic programs has been 
increased; the theme is still being worked on.   
 
 2.  The amount of money for facilities dwarfs that for academic strategic initiatives; the University 
must curb its appetite for space.  Dr. Marshak agreed, but noted that the University is committed to $18 
million in debt service and money for the steam plant and new buildings already going up.  Those are the 
consequences of decisions that have been made.  The improved custodial standards is a result of a faculty 
report on standards.  The repairs for buildings is needed, because they are falling apart, and utilities 
inflation just must be dealt with.  
 
 3.  The amounts for technology have been decreased. 
 
 4.  Tuition is still being considered. 
 
 5.  The effects of the hospital sale will be considered. 
 
 6.  The strategy on the partnership has been mentioned. 
 
 7.  Support unit savings will be addressed. 
 
 8.  The question of timing of reallocations and new revenue will be addressed.   
 
 9.  The administration is not yet ready to talk about a contingency plan, in the event the legislature 
does not fully fund the request. 
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The administration has received the letters and considered them carefully, and tried to respond to them, Dr. 
Marshak concluded.  They remain open to discussion. 
 
 Mr. Pfutzenreuter then recalled the total need of $1.013 billion, or an average annual investment of 
$253 million.  He noted again that the proposal is to hold tuition at 2.5%; this is a political as well as a 
financial framework document, he pointed out.  The legislature will have to consider the tuition proposal as 
it deliberates the request.   
  
 The legislature will ask--sooner or later--what the University's contingency plan is, if it does not 
provide the funds requested, Mr. Pfutzenreuter told the Committee.  The University will have to say it will 
not make this or that investment, that tuition may have to rise, that this will not the kind of institution it 
wants to be, that people will have to wait longer to get on the Internet, and so on. 
 
 The proposal says that the University and the state would share 50/50 the remaining investment 
need, after tuition is held to 2.5%.  Dr. Kvavik pointed out that it IS the preference of the University to hold 
tuition at 2.5%; they have seen the impact on high rate increases on affordability and the ability to recruit 
students.  But the state must recognize its responsibility; the University's data demonstrates that the single 
greatest factor most directly affecting recent tuition increases is the decline in state support.  That 
conclusion comes from the report of the Legislative Auditor. 
 
 One of the pressing questions is how the University meets its $120 million (its 50% share of $240 
million) in needed investment (the four-year $253 million average annual investment minus $13 million in 
projected tuition income).  One way is to keep existing revenue growing at 2.5% per year, accounting for 
$43 million of the $120 million needed.  The remaining $77 million would have to come from reallocation 
or new revenue. 
 
 The $253 million is an AVERAGE; the numbers will be translated into a biennial request, Mr. 
Pfutzenreuter explained.  He drew the attention of the Committee to a slide indicating the timing of the 
reallocation/new revenue.  On average, there would need to be reallocation or new revenue of $30 million 
per year, recurring. 
 
 What tactics can be used to achieve that $30 million?  Mr. Pfutzenreuter noted a list of possibilities: 
 
-- Adjust size of (tenured) faculty and staff by department/college/unit to match academic priorities 
-- Organization-wide technology strategy 
-- Process simplification 
-- Enrollment management 
-- Hospital sale revenue 
-- Revenue growth 
-- Improve facility utilization 
-- Decommission buildings 
-- Outsourcing 
 
Some of these are one-time funds; some are recurring.  There are one-time investments in the $1.013 billion 
figure, such as restoring central reserves. 
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 There is also a shift in what constitutes recurring commitments, Dr. Kvavik said.  One that has been 
talked about is adjusting the size of the tenured faculty.  Over the past six years, the University has replaced 
three faculty with every four who have left; that generates a significant savings.  That does not mean a 
department cannot hire back term faculty, under the new tenure regulations, in response to opportunities for 
increasing instruction in a field, or hiring research associates in response to opportunities, or clinical 
faculty.  There may be a cadre of people larger than what is implied, but the term of the commitment is not 
the same.  The size would be adjusted to revenue, and those people have been included here.  That has not 
been fully understood, because some provosts have been worried about meeting teaching commitments, 
given what is happening with enrollment.  It may be with term faculty.  That is not, however, what the 
administration is saying that the units SHOULD do; it is only pointing out that using term faculty may be a 
way to help the University climb this mountain.   
 
 Similarly with organization-wide technology strategy systems, Dr. Kvavik explained.  With the new 
student systems, there will not be as many people in the organization; there will be fewer, more highly paid 
people performing more generalist roles, as the registration and financial aid systems become more 
computerized. 
 
 In terms of adjusting the size of the staff, if there were a 5% reduction in the size of the faculty, there 
would then also be a 5% reduction in the P&A staff and perhaps a 10-15% reduction in the civil service 
staff.  This would be because of technology.  A lot of civil service staff support rote activities that will not 
be needed once there are automatic transactions. 
 
 One Committee member expressed concern, because this projection assumes the faculty-staff ratio is 
appropriate now.  One can make an argument that what must be done at times is reduce the size of the 
faculty--but make life better for the faculty who remain by NOT reducing the size of the staff.   
 
 Dr. Marshak pointed out that most of the staff are not in the academic departments.  In Arts, 
Sciences, and Engineering there are approximately 1000 faculty and 1000 staff; in the AHC, there are 
roughly 1000 faculty and close to 10,000 staff.  The ratio in the professional schools falls in between those 
two.  There are also a lot of support staff in central services.  The investments being made in process 
redesign and central systems must pay off in central staff reductions, and if they do not they must be 
reconsidered.  They understand that the faculty in many areas are under-supported in terms of staff in 
academic departments, but there are approximately 34,000 people who work at the University, of whom 
approximately 3000 are faculty. 
 
 Dr. Kvavik itemized some of the possible alternatives in the tactics.  In student systems, he 
speculated, staff will be reduced by 10-15%.  They are now trying to figure out what it will take to staff a 
new system, given the capacities that have been put into the Request for Proposals.   
 
 Process simplification is a collective institutional responsibility, Dr. Kvavik continued, but used an 
example from his own area.  If they do not have to support technology with nine different sets of rules 
across colleges, then advising and many other things become simpler.   
 
 In enrollment management, which runs across all levels of instruction, the questions are where is 
there excess capacity, how will distance education be handled, what are the advantages of shifting from a 
low-demand, low-productivity Ph.D. programs into higher-level M.A. programs, to what degree can 
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scholarships and discounting processes be used to leverage and generate more tuition dollars, given the 
students who are recruited?  The last is an area that has never been systematically addressed. 
 
 In revenue growth, where can the University increase its businesses? 
 
 The classroom study is a wonderful example of improved facility utilization.  Because of the 
inefficiencies of the way the University operated, it carried an inventory of 434 classrooms on the Twin 
Cities campus; 315 were needed.  By increasing utilization rate to 32 hours per week, with a 65% 
occupancy rate, almost two million square feet of space can be taken off line, with great savings. 
 
 What they intend to do, Dr. Kvavik concluded, is demonstrate that the mountain can be scaled.  They 
wish not to have the discussion in the way it has been conducted in the past (i.e., "who is going to be 
lopped off?"), because it is more nuts and bolts tightening.  People misunderstand how change occurs in a 
university; it is not that one day a program is there and the next day it is gone.  If one looks at the attrition 
of the faculty, 28% of the faculty have turned over in a six-year period; the departments make VERY 
strategic decisions on recruiting to fill vacancies.  If one takes a five-year snapshot of the same department, 
one will see a major change in intellectual direction.  It is also true that deans capture positions centrally 
and reallocate them--and that is how the institution keeps itself competitive with its peers.  But that occurs 
one position by one position, and photographing a one-year change misrepresents the dynamic of change at 
the University.  This is a point that will have to be clarified in the presentation of the request, he said. 
 
 What percentage increase does this request represent, asked one Committee member?  Mr. 
Pfutzenreuter said the annual budget on which the request is based is about $1.4 billion (the Hospital has 
been excluded).  In terms of the request from the state, the current appropriation is about $463 million; this 
request is for an additional $120 million per year.  In the last request, the University asked for $87 million 
for two years; this time the request will be for $240 million for two years. 
 
 Dr. Marshak cautioned that the request is not all new money; some of the request is to make up the 
difference between the amount proposed for the University under House File 1856 (a reduction in the 
funding) and some is for inflation.  Were the University a state agency, it would have been given inflation 
up front, according to the Governor's instructions for the agencies.  The University's request is for a 15% 
increase, which is large, but there are points that have to be emphasized as frequently as possible. 
 
 The state had a large surplus coming out of the last fiscal year (approximately $500 million) and is 
likely to see a significant increase in this biennium.  These revenues are due to the fact that the state is 
extremely prosperous, and that prosperity is based on education, to a large extent.  The state has invested a 
lot in education, and reaped the benefits of education.  Not only does the economic vitality of the state 
reflect the pay off, but so does the whole quality of life in the state.   
 
 The real question, in his view, Dr. Marshak said, is whether the state will start eating the seed corn, 
the future of the next generation--or will it continue to invest at a level to ensure that the economic vitality 
and quality of life of the next generation will be what is now expected and enjoyed. 
 
 The economy of the state is booming; there are labor shortages both in Twin Cities and outstate.  The 
amount of money put into education is paying off. 
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 One set of data the University is developing is the correlation of the dynamics of cities and states 
with the presence or absence of a research university, Dr. Kvavik reported.  The preliminary results suggest 
that the only two major cities that have prospered without a research university are St. Louis and Houston; 
otherwise, there is a powerful correlation between the presence of a research university and exports from 
the state, high quality jobs, and so on.  Minnesota tries to support a great research university on probably 
the smallest resource base.  The argument, however, is that the pay off to the people and the state has been 
tremendous; there will be interesting presentations to the legislature on this issue. 
 
 The revenues are rolling in to the state.  One call may be for tax reductions, but on the other hand, 
this is not a pie-in-the-sky budget, Dr. Kvavik said.  If one wants one of the great research universities in 
Minnesota because one believes it has such an impact on the state, then this is the investment that is 
required.  It is not possible to do it with second-rate technology or a second-rate faculty.   
 
 There has been much change since the July 19 document, Professor Speaks commented; he asked 
how much more change there would be after review by the Board of Regents.  Mr. Pfutzenreuter said he 
did not know, but expressed the hope that changes would not be significant.  He thought it unlikely the 
Board would have major concerns; they have seen it twice before, so it is not new.   
 
 If there is substantial change, either in response to the Board or internally, the Committee would like 
to see it as soon as possible, Professor Speaks said.  They are working on the narrative now, Mr. 
Pfutzenreuter said, and in some cases people may want to see it (for example, that text related to academic 
program initiatives).  Whatever version is circulated to the Board will be provided to the Committee, Mr. 
Pfutzenreuter promised.   
 
 Dr. Kvavik said he expected no major disagreement with the numbers among the senior officers or 
the Regents; the only area the faculty might have concern about is the priorities that are set for the use of 
the $100 million for academic programs.  He has only just received the proposals from the chancellors and 
provosts, and needs to get it into a format permitting analysis and identifying compelling arguments. 
 
 Professor Speaks thanked Messrs. Kvavik, Marshak, and Pfutzenreuter for meeting with the 
Committee and commended them on the presentation.  Dr. Kvavik said it represented the maturation of the 
process, just as the capital improvement process has matured recently.  Professor Speaks agreed that the 
idea of going to a four-year schedule is wise. 
 
 Professor Speaks reminded Committee members to make suggestions to Professor Morrison about 
the two letters.  The Committee discussed briefly the appropriateness of sending a letter directly to the 
Board of Regents; it was agreed that the letter was appropriate, both for reasons of timing and because the 
Faculty Consultative Committee ASKED the Committee to write to the Board.  Professor Speaks then 
adjourned the meeting at 4:40. 
 
      -- Gary Engstrand 
 
University of Minnesota 


