
Minutes* 
 

Senate Committee on Finance and Planning  
Tuesday, January 20, 2009 

2:00 – 3:45 
238A Morrill Hall 

 
 
Present:  Judith Martin (chair), Jon Binks, Joao Boavida, David Chapman, Steen Erikson, Steve 

Fitzgerald, Zachary Gunderson, Kara Kersteter, Lyndel King, Thomas Klein, Joseph 
Konstan, Russell Luepker, Mikael Moseley, Michael Rollefson, Karen Seashore,  

 
Absent:  V. V. Chari, Lincoln Kallsen, Kathleen O'Brien, Paul Olin, Richard Pfutzenreuter, Justin 

Revenaugh, Gwen Rudney, Terry Roe, Thomas Stinson, Michael Volna, Warren 
Warwick, Aks Zaheer 

 
Guests:  Senior Vice President Frank Cerra; L. Steven Goldstein (University of Minnesota 

Foundation), Becky Malkerson (Minnesota Medical Foundation) 
 
[In these minutes:  (1) report of the chair (classrooms in academic buildings, possible budget cuts); (2) 
discussion with Senior Vice President Cerra; (3) report from the University of Minnesota Foundation and 
Minnesota Medical Foundation] 
 
 
1. Report of the Chair 
 
 Professor Martin convened the meeting at 2:00 and began by reporting a discussion that had taken 
place at the Faculty Consultative Committee (FCC) about classrooms in academic buildings.  Professor 
Balas informed FCC that facility plans in the future will apparently not include classrooms in academic 
buildings that include faculty offices and research space.   
 

Mr. Fitzgerald said he had seen no policy or broad plan that would exclude classrooms from 
academic buildings without classrooms.  Given the difficulty in scheduling now, because there are not 
enough classrooms, he said he hoped that classrooms would be integrated in academic buildings, both for 
instruction and for student study space.   
 
 Professor Chapman asked what the rationale for such plans is.  Professor Martin said the rationale 
apparently is that it is less expensive to have classrooms in one building so that it shut down when not 
being used. 
 
 Committee members offered opinions on this idea.  Professor Konstan suggested it was a false 
efficiency because it does not take into account the efficiency of having faculty and students move among 
buildings and eliminates the bonus of having classroom space available for other uses in academic 
buildings when they are not being used for instruction.  Ms. Kersteter commented that when the 
University is seeking fund from the legislature, it doesn't seem wise to give the impression that it is 
actively trying to separate the faculty from the students.  Mr. Fitzgerald said that some institutions 
(notably Notre Dame) have made the case for putting classrooms together in instructional concentrations, 
but at Minnesota the classrooms are spread around in approximately 55 buildings. He said he knows of no 
policy trend to reverse that pattern, although he would welcome classroom additions to the inventory 

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

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



Senate Committee on Finance and Planning 
Tuesday, January 20, 2009 
 
 

2

under any scenario.  Mr. Moseley added that the idea flies in the face of multi-purpose rooms:  building 
research facilities or classroom facilities reduces the possibility of multi-use.  Mr. Fitzgerald said that one 
scenario he could imagine is that during renovation projects, it is easier and often cost-effective to put 
classrooms in old buildings to other uses (such as offices) while the reverse is not true. 
 
 Professor Martin next provided the Committee with a brief summary of the report Professor 
Sampson had provided to FCC on the budgetary outlook.  The reduction in state funding is likely to be 
significant and this time they could be harder to handle.  In 2003 the University increased employee 
health-care costs, froze salaries, and increased tuition significantly.  Except for freezing salaries, those 
options are not really available this time.   
 
 Mr. Rollefson inquired if there is a faculty committee that will offer advice on any cuts necessary.  
Most likely it will be this one, Professor Martin said.  She serves on a couple of other committees that are 
dealing with improvements to the budget model and the long-term funding of the mission, but 
consultation on cuts will come largely through the compact process and with this Committee.  Mr. Klein 
said it would be helpful if there were a set of principles to guide decisions, as there were last time, and 
that such principles would help in the communication with faculty and staff.  Could the Committee ask 
for such principles?  Professor Martin said the suggestion was a good one and that she was certain the 
President and senior vice presidents would develop such principles.   
 
 Professor Luepker commented that budget cuts in the past have been handled in a largely across-
the-board way, through tuition increases and salary freezes.  Is there any discussion about making hard 
decisions, such as shutting down units?  Or is that too difficult?  Professor Martin said everything will be 
considered, but shutting down units does not save that much money in the short run.  There are big items 
being considered, but they are on the administrative side.  But from what she has heard the President and 
others say, it seems that everything is on the table.  Professor Luepker responded that the University 
believes it cannot make decisions in the short term or it says that closing units will not save money.  That 
is a short-term view, not a longer-term one.  The University does not do a good job of planning for the 
long term.  But it cannot expect to receive more money from the legislature so it has to begin such 
planning.  Professor Martin agreed and said that is the task of one of the committees she is serving on—to 
plan the long-term financial future of the University and how to deal with the trends of the last decade. 
 
2. Discussion with Senior Vice President Cerra 
 
 Senior Vice President Cerra joined the meeting at this point and picked up on the conversation.  
There are three "buckets," he said.  One, do something short-term to deal with the cuts.  Two, take steps 
to deal with the medium term.  Three, plan for a different economic model for the long term.  Number 
one, the short term, includes dealing with a large cut in state funding for the next biennium.  The 
administration is working on short-term strategies.  If one takes a potential budget cut and divides the 
amount by the average salary at the University, that suggests there could be 1000 layoffs.  If the 
University does not want to take that approach, what must it do to balance the budget and reduce the 
number of layoffs?  Some financing will be necessary to deal with cuts in the first year because of 
contractual obligations, but what should the University look at?  More cost-shifting of health-care costs to 
employees?  He said he did not believe that a good idea and the impact would not be seen for two years 
because of the way the fringe-benefit pool is funded.  Should the University consider furloughs?  Five 
days without pay for all employees would save a lot of money; what are the pros and cons of that idea?  
The President is leading a discussion about the short-term, mid-term, and long-term possibilities for 
financing the mission.  He has asked the deans to identify the top five things they must invest in and the 
three to five things they will not be doing in five years.  Even though the University will shrink, it must 
invest and grow in certain areas.  He said he has been through four of these boom-and-bust cycles and 
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concluded there must be a coordinated effort (because the central administration by itself cannot know all 
the things that should be done).  The University can be stronger, even if it is smaller, if it knows where it 
is going and how to get there. 
 
 Mr. Klein alluded to Professor Luepker's comment about the perception that there are no 
significant savings to be achieved by closing or consolidating units.  If that is true, he said, it would be 
helpful to know as the University approaches this round of difficult budget decisions.  If the Wave I 
mergers did not save money, such mergers should perhaps not be undertaken.  If the University needs to 
do something for long-term that does not yield short-term financial results, administration should make 
that clear in the planning discussions to avoid cynicism about the reasons for budget changes and the 
University's ability to implement the changes.  Dr. Cerra agreed.  The University needs to set expectations 
appropriately for the short-term, mid-term, and long-term buckets and needs to decide what will 
ultimately make a difference programmatically so that it spends it time where needed.   
 
 Dr. Cerra also affirmed that there will be a set of principles to guide decisions.  Legal and 
contractual obligations will be honored, programs have been started that need support, and things come 
up that the University must invest in.  The President and senior vice presidents believe in having a set of 
principles.   
 
 Professor Seashore recalled that she came to the University the year there was serious 
consideration being given to working with the University of Wisconsin because the region did not need 
two dental schools and two vet schools.  The proposals to close those colleges were shot down from all 
sides and the administration did not follow them.  Everything he has talked about, Professor Seashore said 
to Dr. Cerra, is short-term.  If she were a dean, she could find five top priorities in her unit, but how will 
the University do something different the next time this problem arises?  Dr. Cerra explained the reasons 
for the decision about the School of Dentistry and said that when the senior officers have meetings with 
the colleges, they must know what is important to the units.  The President is thinking about major 
administrative changes and faculty governance must be an important partner in making those decisions.   
 
 Professor Seashore said she was not referring to administrative changes.  Everyone always works 
within the box.  It does not say it should not compete with other universities in some areas.  It may be that 
only modest changes can be accomplished, and if so, the University should recognize that fact.  Dr. Cerra 
said it is not so easy to make those kinds of changes and they require a feasibility analysis.  They are very 
hard.  Professor Seashore said she understood that but the University will face the same kinds of problem 
again in eight or ten years.  Dr. Cerra said the administration would be open to receiving proposals, 
including anonymously or privately.  But, he cautioned, following Professor Seashore's advice requires 
asking, for example, if the University is willing to join English departments or other departments with 
other institutions.  Professor Seashore expressed doubt that random ideas tossed over the transom are 
likely to be worthwhile.  Professor Konstan suggested it might be a good idea instead to have a faculty 
group think about proposals.  He arrived at the University when it closed the Waseca campus; did it save 
money?  There is a difference between stopping doing something and structural changes that save money 
but mean the University keeps on doing the same things.  The deans are not receiving leadership on 
making big changes from the central administration, he said.  For example, there is a Regents policy 
calling for a single undergraduate tuition; the University could be leaving money on the table as a result.  
Changing the policy does not mean abandoning the idea of one university.  Another example is that the 
University did save money by going to a per-diem policy; one wishes there could be five or six more such 
decisions.   
 
 Dr. Cerra said there is a long list of items the administration has to decide on in the next four to 
seven weeks.  It is worth asking how far the administration or Board of Regents is prepared to go.  There 
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should be no sacred cows, he added.  Professor Martin said it would be worthwhile for the Committee to 
consider ideas (she asked Committee members to send them to her) and that she would put together a 
group of people in the next couple of weeks.   
 
 Mr. Rollefson said that when the discussion about Waseca was taking place, one point that was 
brought up was that there are too many campuses in Minnesota.  Is that issue being raised again?  Or is it 
too dangerous politically?  Dr. Cerra said that the legislature essentially mandated the creation of the 
Rochester campus of the University; the issue of the number of campuses is one that MNSCU faces.  But 
MNSCU produces a lot of the workforce in the state that the University's doesn't, so it will have to make 
thoughtful decisions.  Professor Martin commented that the original state decision that there should be a 
post-secondary-education campus within 25 or 30 miles of everyone in the state has led to the 
establishment of some campuses that may not be effective. 
 
 Dr. Cerra turned to the Medical School deficit.  He described the three elements of the problem 
and how they are being addressed.  They are examining fund balances, looking at reserves, and the dean 
is looking at department budgets.  They are also considering what is core to the mission and what is not 
and considering appropriate changes.  They will also deal with the Medical School's share of the $20 
million rescission but the likely state budget cuts for the biennium require a re-examination of the 
economic model of the Medical School, and he intends to use the talent available at the University to do 
so.  But they are doing well and moving in the right direction, he concluded.   
 
 Professor Luepker asked how Dr. Cerra would know if the changes are working.  Dr. Cerra said it 
is a good question and that they are setting up a number of metrics and internal controls to be sure they 
address the root problems.   
 
 In the earlier discussion about how to deal with the current crisis, Professor Luepker said he heard 
a lot about getting more efficient and the deans setting priorities.  But one rarely hears anything about 
excellence.  The University is committed to being in the top three but he worries, he said, that it will not 
seek to achieve that goal but will instead try to preserve what it has.  Everyone knows there are strong and 
weak schools, strong and weak departments, but it appears that the deans are never asked what they have 
accomplished in terms of these goals.  Dr. Cerra said the question was correct in its point but said the 
University has made progress.  It has good monitoring systems for evaluating programs.  The upcoming 
biennium will get it to the business of asking about schools and departments and how the schools evaluate 
the plans they have in place.   
 
 How much should the University do in concert with similarly-situated institutions, Professor 
Konstan inquired?  To what extent are they using the same language?  The University is good at looking 
at costs and revenues but it is not so good at considering the benefit or value of each additional doctor or 
dentist for the money the state is providing, for example.  The core point is that the University should 
work through the CIC or the Big Ten, Dr. Cerra said, to have a common set of accounting principles 
(there is now no way for the University to compare itself with Wisconsin, for example, and they have 
tried).  There are things the University can do with other states, he agreed. 
 
 Professor Martin thanked Dr. Cerra for joining the meeting. 
 
3. University of Minnesota Foundation & Minnesota Medical Foundation 
 
 Professor Martin now welcomed Mr. Goldstein and Ms. Malkerson, the presidents of the 
University of Minnesota Foundation (UMF) and the Minnesota Medical Foundation (MMF), respectively, 
to report on the activities of the two foundations. 
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 Ms. Malkerson began by reporting that FY08 was a remarkably good year for the University in 
fund-raising.  They raised $289 million, up from $251 million the previous year, and there were 43 gifts 
of $1 million or more.  The year also saw the largest gift ever to the University, $65 million, from the 
Richard M. Schulz Family Foundation; it is a current gift, intended to be spent on research as the money 
is provided.  Mr. Goldstein said there were about 88,000 donors, 51,000 of whom are alumni.  Of the gifts 
received, 98% are designated, so there is not a great deal of discretion in the use of the funds.  The $289 
million includes cash-in-the-door, multiple-year pledges, and bequests and other future gifts.  Last year 
19% was deferred gifts.  In FY08, the two foundations transferred $138 million to the University, the 
largest amount ever, and of that, $27 million was for student support. 
 
 Mr. Goldstein related that after that successful year, he came to the UMF—and now there is a 
"more complicated economic environment."  How will that affect fund-raising?  For the first half of 
FY09, the foundations have raised $139.8 million, versus $131 million in the first half of FY08.  New 
gifts, however, are down $37 million but pledges and deferred gift commitments are up by $31 million. 
The UMF gifts are down, he said, and they feel like everyone else does in this economy. 
 
 The Schultz gift to the MMF, however, was dramatic, Ms. Malkerson said, $40 million for 
diabetes research, given over five years.  The donation capitalizes on University research and the goal is 
to translate the research into treatment for Type 1 diabetes.  
 
 The next largest bundle of donations, after medical fields, is for student scholarships, Mr. 
Goldstein told the Committee.  They have raised over $250 million in gifts and future commitments, the 
largest University endeavor ever in providing student support.  Private dollars are an excellent way to 
provide tuition support, and Regent Larson has committed $500,000 per year for ten years, a donation that 
will benefit 500 students per year.  Ms. Malkerson reported a similar very large gift to the Academic 
Health Center that will also benefit students. 
 
 In general, Mr. Goldstein said, the endowments will be down about 30% through December, 
which is about the decline the market has sustained.  The payout remains at 4.5%, although they are 
monitoring their funds.   
 
 Professor Konstan noted that they had raised about $12 million for faculty.  Is there a conscious 
objective not to raise money to endow faculty lines?  (There is not, Mr. Goldstein and Ms. Malkerson 
replied.)  Most chairs provide supplemental funds, not salaries, Professor Konstan said, and as one hears 
about the long-term financial challenges to the University and the potential decline in state funding, and 
as the limits of tuition increases are reached, should the foundations look at gifts to support the strength of 
the faculty in perpetuity?  Mr. Goldstein said that part of their work plan includes working with the deans 
and donors; they are the architects of where the dollars go.  Generally it is ideas that sell; donors do not 
like to pay bills.  Ms. Malkerson noted again that 98% of donations are donor-driven and clear in intent; 
in the case of the Schultz donation, it is clearly for research and specific in what it will cover.   
 
 So if a dean creates a position funded by an endowment, which requires about $4 million, that is 
not seen as beneficial, Professor Konstan asked.  They are seeing a trend not to put money in an 
endowment but instead direct that it go for current use.    They are, however, looking at donor interest in 
endowed chairs, Ms. Malkerson added.   
 
 Mr. Goldstein distributed copies of the UMF-MMF work plan, a list of eight tasks they see as 
essential. They are often asked when the University will launch a campaign; they are working on it 
aggressively now, he said.  On a University-wide basis, they are seeking transformational gifts and grants 
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from individuals, foundations, and corporations (that is, gifts of $25 million or more).  There are finite 
number of individuals and corporations who have the capacity for such a gift and the affinity for the 
University that might lead them to make it.  They are also having discussions with colleges and campuses, 
Ms. Malkerson reported, about their key priorities and their vision about where they will be in five years; 
they then identify a strategy for what it will take to get there and how philanthropy can help.  It is a 
dynamic process and has a significant impact on their ability to raise funds.   
 
 Professor Martin asked if people are more like to give money for health-related causes and 
whether the coordinate campuses receive any private support.  Mr. Goldstein said the MMF is responsible 
for raising money for the Medical School, School of Public Health and the Masonic Cancer Center while 
the UMF is responsible for 26 other units, including the coordinate campuses.  They work with the 
coordinate campuses.   
 
 Professor Seashore asked how, with two separate foundations, they work on areas that transcend 
both (e.g., youth development).  Ms. Malkerson said that one of their strategies is to identify 
transformational gifts and grants for interdisciplinary initiatives.  This is an area they can do much better 
in than they have in the past.  They are now doing a pilot project and hope to develop a template and 
process to think more across the University, not just within specific colleges and schools.  Collaborations 
across colleges typically start with faculty, Professor Seashore pointed out; how will they find cutting-
edge interdisciplinary research?  There are layers, Mr. Goldstein said.  First, the two foundations 
coordinate and collaborate—there is a seamless exchange of information between them.  Second, as they 
did workshops with the deans, they observed that some of their priorities overlapped and collaboration is 
surfacing.  The most effective interdisciplinary research occurs when the deans and the faculty own it, he 
said, rather than having it imposed on them.  Professor Seashore said that intercollegiate collaboration is 
extraordinarily difficult and not supported by the deans because they do not see it as in the best interest of 
their colleges.  The same thing happens with interdisciplinary teaching, Professor Martin added.  Mr. 
Goldstein agreed that the infrastructure and incentives are lacking, but as they hear about interdisciplinary 
initiatives, they try to bring people together as best they are able.  If they always go through the deans, 
they will miss a lot, Professor Seashore said.  Foundation representatives to the deans are not always 
interested in interdisciplinary research (although, Professor Konstan said, that varies by college).   
 
 Mr. Goldstein said that another element of their work plan is to increase constant giving.  They 
have raised about $8 million for the entire University through telemarketing and direct mail, a very small 
amount.  They are interested in techniques that were used by the Obama campaign to generate regular 
donations and are looking at all alumni as well as Alumni Association members.  Constant giving can be 
an important source of dollars and it needs to be cultivated aggressively.  The University has about 
400,000 living alumni, most in Minneapolis, who do not make gifts.  That is because, Professor Martin 
said, they attended the University when its undergraduate education was hit-and-miss and less attended to, 
and services were mediocre.   
 
 Ms. King commented that when she has been involved in fund-raising events, the only thing that 
seems to get mention is student scholarships—everything else appears to be second-class.  How can 
donors who might be interested in other things feel included?  Professor Seashore said that at college 
events, the same is true; the focus is entirely on scholarships.  Mr. Goldstein said they would take the 
message away from this meeting. 
 
 Mr. Goldstein then touched on their final task, making the compelling case for private giving.  
Historically, he said, private giving provided a margin of excellence.  Now, in contrast, the two big gifts 
the University has just received are not the margin of excellence, they support the work.  They need to 
shift the message because the University's funding mix has changed.  Professor Martin asked if donors 
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understand the dramatic change in the University's funding and that state support is not a majority of the 
University's budget anymore.  Most have no idea, Ms. Malkerson said.  Professor Martin said that 
increasingly the case for universities such as this one is the same as the case that the private institutions 
make:  "If you want us here, for workforce development and other things, we need your support."  Both 
Mr. Goldstein and Ms. Malkerson agreed that they need to paint a bigger picture and then get to the 
donor's interest.  They do need to be provided the information about the dramatic change in funding, 
Professor Martin reiterated. 
 
 Professor Konstan asked if there is an opportunity for converging messages:  if you believe the 
University deserves government support, an effective way to get that is through private giving (which is 
matched, thanks to tax deductions, by government funds).   Historically, Mr. Goldstein related, when the 
state provided more funds to the University, private dollars followed.  The new circumstances create a 
need for a new message—they need to recalibrate their language.  Will they not support the University 
because the state does not?  Most people graduated at a time when the state did support their education, 
Professor Martin said.  The message now must be that if people want the educational opportunity to be 
available for their children and grandchildren, and want the University enhance life in the state, they need 
to help—because the state is not helping as much as it once did.  The state used to take for granted the 
notion that public dollars went for public activities; that is less true now. 
 
 They are trying to get ideas through the colleges and programs, Mr. Goldstein said, and there 
are some extremely good ones that will create change and enhance the quality of life in the state.  They 
don't have to make anything up but they do need to extract the programs that exist and package them in a 
way that they are compelling for donors.  They like to build off existing excellence, Ms. Malkerson said, 
and the idea of a transformative gift to enhance excellence captures donors' imaginations.   
 
 The current payout is 4.5%, Ms. Kersteter noted.  What will they do when the funds are in 
trouble?  They will stop payments and allow the funds to recover, Mr. Goldstein said, and they will work 
with colleges so that they will know about any such decision, if it is necessary.   
 
 Professor Seashore asked if they have given any thought to using faculty as active recruiters.  
Colleagues are very successful in recruiting colleagues and retired faculty.  Their gifts won't be 
transformational but there are many who would be able to contribute $25,000 - $50,000.  Mr. Goldstein 
said it was an excellent suggestion.  Some faculty have given money for a chair in their area, Professor 
Konstan said; that is not strategic, Professor Seashore responded.   
 
 Professor Martin thanked Mr. Goldstein and Ms. Malkerson for joining the meeting and 
adjourned it at 4:05. 
 
    -- Gary Engstrand 
 
University of Minnesota 


