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[In these minutes:  (1) differential undergraduate tuition; (2) Academic Health Center expansion; (3) 
budget matters] 
 
 
1. Differential Undergraduate Tuition 
 
 Professor Martin convened the meeting at 2:05 and suggested that, inasmuch as Vice Provost 
McMaster could not attend, it would be useful for the Committee to have a discussion alone about 
uniform versus differential undergraduate tuition.  She noted that Committee members had been provided 
with copies of 1990 minutes from this Committee and the Committee on Educational Policy, the last time 
that this topic was discussed at length—and when the University adopted the current policy of uniform 
undergraduate tuition.  Some deans now would like to charge more tuition and believe they are leaving 
money on the table; the current financial situation leads one to once again ask questions about the policy. 
 
 Mr. Klein said he was impressed by how comprehensive the discussion was in 1990.  Professor 
Konstan observed that there has been a big change since 1990:  the adoption first of IMG and then the 
current budget model.  In his view one should think about this question because the current model 
unreasonably handicaps the deans.  They are responsible for managing their colleges but the central 
administration maintains price caps.  Different degrees have both different cost structures and different 
market values (true at the graduate and professional level as well); for deans to be able to effectively 
manage in such a decentralized manner, they need to be able to control revenue—not just expenses.  
Setting tuition centrally removes that ability, particularly since central administration generally cannot 
provide the funds to make up for the forgone revenue.  
 
 Professor Roe said he has always been opposed to uniform undergraduate tuition.  If there were 
no transaction costs (which of course there are), the University would charge every student the marginal 
cost for each course (and deal with equity questions separately).  For high-cost courses (courses that are 
now running at a loss with one tuition rate fitting all), higher remuneration should generate a supply 
response that improves quality and resources devoted to increasing quantity and improved scheduling.    
 
                                                 

* 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. 
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 A couple of things are different, Professor Martin agreed.  When the policy was originally 
adopted, funds were held centrally and distributed to the colleges and judgments could be made.  CLA 
felt put-upon under the former arrangement because it was subsidizing higher cost programs elsewhere in 
the University.  If the University went to a different tuition model, students would once again take courses 
in lower-cost colleges as long as they could.   
 

Professor Roe said he would expect higher-cost programs to receive more revenue if tuition was 
more in line with actual costs.  The higher revenues could lead eventually to lower costs in two ways.  
One is if the revenues led to technical changes in the provision of the program, changes that without 
higher revenues, a program could not afford to make.  The second is if the true higher costs of a program 
are known, then other units may be able to offer substitutes for the higher cost program, in which case it 
should slowly go out of existence.  A flat tuition rate does not mean that total costs to students are less; it 
means that students are over paying for some classes and under paying for others. 
 
 Professor Konstan noted that there are, outside undergraduate education, premium programs that 
exist because of demand, that can charge premium prices, and that operate efficiently.  None, however, 
are as big as the University's undergraduate programs.   
 
 Mr. Moseley said that it seems like the University already has differential total cost for 
undergraduate education, given what he pays in fees as a Carlson School student.  While he would prefer 
to see charges all rolled into tuition, perhaps undergraduate tuition could be kept the same for all and 
colleges allowed to add fees.  Or they could charge different tuition and get rid of fees.   
 
 Ms. Kersteter said she understand that uniform undergraduate tuition was intended to encourage 
more participation in high-cost programs and to avoid the situation where students enroll in lower-cost 
programs until required to enroll in the higher-cost programs that offer the major they are interested in.  
Has uniform undergraduate tuition addressed that problem?  The Committee did not have data but 
anecdotal information suggests the problem does not exist to the same extent it did with differential 
undergraduate tuition, if at all.  
 
 Professor Warwick said that if it is the same degree, the tuition should be the same.  Graduate and 
professional tuition is necessarily different, but at the undergraduate level, with the possible exception of 
the BA versus the BS, the tuition should be the same.   
 
 Mr. Gunderson said that in theory he thought differential tuition would be acceptable but 
wondered if there would be effects on financial aid and other ancillary issues.  Differential tuition could 
drive up costs but overall it is not a bad idea; he said he would be willing to pay the cost for a better 
program.  If students are working hard to get into a program, price does not matter if it is not too different 
from the price of other programs.  Ms. Kersteter noted that some financial aid is restricted to tuition, so if 
fees were rolled into tuition, it might actually be easier for students to cover their costs. 
 
 Is there agreement on what "better" programs are, Professor Martin inquired?  There is not, 
Professor Konstan said, but it is possible to identify programs with higher demand and there are data on 
which program degrees lead to higher incomes for students who earn them, which in turn can affect the 
amount of loans they can take out.   
 
 Professor Roe observed that there is a lot of heterogeneity within colleges.  The principle the each 
college can charge its own tuition might be fine, but the heterogeneity within colleges may mean it is not 
practical.  There is also the question of the state subsidy; some colleges receive more state funding, and if 
the state covers more of the cost, maybe that should be taken into account in tuition rates.   
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 Mr. Klein said he believes Professor Roe's question points the discussion in the right direction:  
why are some programs higher-cost?  Is there an internal cause?  Is there a large unmet demand and not 
enough seats available?  If so, units might be prompted to reconsider how they use resources.  In these 
conversations, when one picks out a particular factor (tuition, state subsidy, etc.), everyone whose ox is 
gored by in that one factor wants a change and those who benefit from the current situation supports the 
status quo.  In reality, there is no single factor that drives a decision.  It is the prudent combination of 
factors that drives toward the greatest good for the greatest number. 
 
 Professor Martin said it was necessary to consider the context.  When uniform undergraduate 
tuition was adopted, the University was still receiving a substantially larger percentage of its funding from 
the state.  That level of support is now gone and not likely to return.  Is this policy sustainable in light of 
that decline in state funding?  And now there is a large amount of financial funds available that did not 
exist then (e.g., the Founders scholarships, which cover the full cost of tuition for any student eligible for 
a Pell grant); if the University is pushed to a high-tuition, high-aid model, does the question of uniform 
undergraduate tuition disappear?   
 
 The University has to deal with the fee question in any event, Professor Konstan said; it is a 
silly way to bury expenses.  It may be politically difficult to roll fees into tuition but it should be done, if 
only for financial aid reasons.  He said he also did not believe there necessarily had to be winners and 
losers among colleges.  If one can raise prices, that does not mean others receive less.  What is more 
worrisome is that the college is not the market-the market is the course.  Labs and studios are more 
expensive than lecture courses.  In a market system, one would impose prices by course.  The University 
distorts the market by imposing requirements on students so they must take Physics, for example, and 
there is not rational economic decision-making.  That is the reason many schools have uniform 
undergraduate tuition.  It would be beneficial if the base (lowest cost) degree had a slow increase in 
tuition rates while other parts were allowed to increase at a greater rate. It would be more politically 
defensible if students had choices. 
 
 Professor Warwick recalled that he has talked with his teenage patients about the advantages of 
going to college and being able to earn more money.  He repeated that he believed a bachelor's degree 
should be the same price.  If that is changed, students with the least amount of money would go into 
programs with the lowest cost.  Professor Martin commented that that was the argument 20 years ago:  
this is a university and it is a University degree, but the financial situation is so changed that it is not clear 
that the assumptions in place then still hold.  
 
 Mr. Boavida said he objected strongly to setting tuition based on the market.  This is a public 
university, not a profit-making organization.  Two things have come up.  The first is that the costs vary a 
lot within colleges (according to the discussion in the 1990s, more so than across colleges).  For example, 
when he teaches Summer classes, it takes 5.5 students to pay his salary.  During the academic year, it 
takes roughly 10 students per semester to pay his salary, tuition, and health-care benefits.  He is a profit 
center, Professor Martin exclaimed!  Tuition could be cut a lot, Mr. Boavida commented; Professor 
Martin demurred, pointing out that tuition pays a lot more than just his salary and fringe benefits, such as 
for classrooms, utilities, and so on.  The second point was that in some colleges the apparent costs are 
lower because the TAs have heavy workloads; for example, in CLA a writing intensive class is not 
assigned a second TA until it has 75 students.  Mr. Boavida said that this point was also in the minutes-- 
CLA has large classes but the numbers look odd; it would help to know costs before the Committee 
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makes any recommendation on differential tuition.  Most undergraduate courses must at least pay their 
expenses, Professor Martin said.  Some will also generate revenue. 
 
 Mr. Moseley commented that some students know exactly what they want to do when they come 
to the University.  Others are undecided.  He said he did not know if agreed with uniform undergraduate 
tuition but wondered if differential tuition might hinder students from exploring programs and instead 
encourage them to go into low-cost programs, and thus hinder their ability to fulfill their potential.  That 
also was the argument 20 years ago, Professor Martin said—that students would avoid some colleges 
because of cost.  But with the Founders tuition grants from the University, the financial aid in place now 
would, for low-income students, mean they could still choose programs based on interest, not cost.   
 
 In a true market, introductory courses are cheaper, Professor Konstan said.  The expensive 
course is the one with 12 students and a senior faculty member teaching it.  It may be that the University 
could charge 20% more than community colleges for introductory courses because of the perceived 
difference in quality and brand, and perhaps it could charge twice as much as it currently does for upper-
division courses.  Some institutions, however, go to uniform tuition because of transaction costs.  The 
University now uses fees because the costs are not the same per college; one question is whether to 
acknowledge the difference in costs and get rid of the fees by rolling the costs into tuition.   
 
 Professor Roe observed that a flat tuition rate does not mean a cheap rate.  In some cases students 
are paying too much; in other cases they are not paying enough.  Fees are a way to discriminate between 
classes with labs (for example).  What do land-grant institutions consider to be best practices?   Professor 
Martin said she did not know but sensed that Minnesota did what it did because that's what other schools 
also do. 
 
 What is important is transparency, Mr. Moseley urged.  It is already difficult for students to know 
what their dollars are paying for.  If the demand is there, some deans believe students would pay, but 
there is still the need for transparency:  because students are paying more, they will earn more.  That is 
not obvious now, Professor Martin asked?  It is not obvious that graduating with a Finance degree right 
now will mean he earns more money, Mr. Moseley joked, but certain degrees to lead to higher salaries.  
He has complained about the $500 technology fee he pays in the Carlson School (which most students 
think pays for projectors and computers, but it is much more than that), so the charges must be 
transparent.   Professor Konstan later questioned whether students really want transparency.  Seeing the 
way the economy works can lead to more confusion.  The University offers education at a price.  It will 
add immense transaction costs to make everything transparent with no increase in efficiency.  The 
University figures out a fair price and lets students decide if it is a good deal.  The University tries too 
often to make everything visible, and then everyone feels worse.  It is like buying a Dell or a Toshiba, 
Professor Roe added:  one looks at price and functions.  Professor Konstan agreed and said he didn't need 
to know how they run their factories to make a choice. 
 
 One of the objections to differential tuition was that it resulted in a situation similar to that of 
airlines:  passengers on the same flight can pay wildly different amounts in airfare.  With differential 
tuition, students can pay significantly different amounts of money for the same class.   
 
 Professor Warwick asked if anyone knew of institutions that charge differential rates.   
Professor Konstan reported that Michigan does so both by college and by upper and lower division.  
Professor Warwick reiterated his view this is the worst thing the University can do, because wealthy 
students would get into the programs that provide degrees that allow them to make money while poor 
students would end up in the cheapest programs.  Professor Martin said she thought would be less likely 
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with the Founders scholarships; the lowest-income students have all their tuition paid.  That is good for 
the ones who qualify, Mr. Boavida said, but most Summer students and international students don't.  He 
has had full-time students who also had full-time jobs and did not qualify.  Financial aid alone does not 
address Professor Warwick's objection. 
 
 Professor Roe inquired about the extent to which financial aid is the responsibility of the state and 
to what extent it is the responsibility of the state, which wishes to educate its students.    
 
 Professor Martin said she hoped that any decision about any change would be made not solely on 
the basis of dollars, but that learning would also be part of the discussion.  That element of the discussion 
will come up in the Senate Committee on Educational Policy. And Vice Provost McMaster will come to 
this Committee for further discussion. 
 
2. The Enterprise Model for Academic Health Center Expansion 
 
 Professor Martin now welcomed Senior Vice Presidents Cerra and Sullivan to the meeting to 
discuss the expansion of the Academic Health Center (AHC) and how it relates to the rest of the campus. 
 
 Dr. Cerra said he would first provide an update on where they are on the Biomedical Discovery 
District, the construction of new buildings near the new football stadium.  The executive steering 
committee for the project consists of him and Vice Presidents O'Brien and Pfutzenreuter, and they work 
with an expanded group that includes Provost Sullivan, Vice President Mulcahy, support staff, and a 
planning consultant.   
 
 The CMRR (Center for Magnetic Resonance Imaging) expansion is moving ahead and 
proceeding on schedule.  They have decided to approach it plus the three additional buildings to be built 
as a new campus, an integrated campus of science to the east of the football stadium.  There will be a life-
science park (privately developed) adjacent to the new "campus."  They have spent a lot of time on siting 
the new buildings; they will be east of the stadium and will extend the Scholars Walk.  They have also 
looked at potential development over the next 50 years and where additional facilities might be sited.  The 
new buildings will be located where they are because of the life-science park and light-rail transit.   
 
 The three new facilities will support interdisciplinary research in cancer, cardiac disease, and 
infectious diseases and neuroscience.  They are looking at all design elements, including landscaping, and 
are pooling the public-art funds so they can plan for art in a coordinated approach.  The Campus Master 
Planning group is looking at the unique features of the design to be sure it conforms to the master plan. 
 

They have a timeline on when to issue bonds and when to hire faculty.  They have asked the 
faculty about amenities and common service areas such as animal care, optical imaging, genomics and 
proteomics, and integrated conference services.  In the case of the latter, small conference facilities will 
be included in the buildings and they are looking at placing their larger conferences in the stadium 
facilities, a nice partnership between athletics and academics.  Dr. Cerra commented that with respect to 
optical imaging, they have studied the equipment across the campus and concluded that it limits the grants 
that can be sought.  They have also looked at common animal facilities, for example, and concluded that 
they can generate an additional 35,000 – 40,000 square feet of programmable space if the animal-care 
facility is constructed as an addition on the Medical Biosciences Building currently under construction.  
They are treating the three buildings as contiguous space so they can sequence the common and other 
spaces appropriately.  Provost Sullivan said that a summary of the project is that when the University 
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started out on this project several years ago, they were seen as separate buildings; now they are being seen 
as one campus connected to the rest of the campus by ease of people movement. 
 
 In the meantime, Dr. Cerra related, interdisciplinary faculty committees are identifying the 
programs that will be in the new buildings; the group includes faculty from the College of Biological 
Sciences and the Institute of Technology.  In the next 6-8 weeks they should have a sketch of what the 
project will look like. 
 
 In terms of construction scheduling, they have hired a new person, a city planner, who must 
coordinate the project with the stadium, light-rail transit, and the new life-science park.  They are about 
10 months off the original construction schedule, so people will be able to walk into the third and final 
building in 2015 rather than 2014.  That works out well, Dr. Cerra said, because it synchronizes well with 
faculty availability, move-in times, and bond sales.   
 
 They have made assumptions about grants, ICR funds, etc., and identified gaps in funding.  They 
have run a 6-year and 10-year timeline with 60 and with 120 net new faculty.  There will be three sources 
for faculty in the new facilities:  some current, some new, and some reassigned.  They have sufficient 
resources at time to fill the cancer-research facility with net new faculty.  They have 2-3 years to figure 
out how to fill out the other buildings.   
 
 Provost Sullivan said that another big piece of the project is the recapture of space currently 
occupied by faculty who will move into the new buildings.  Professor Martin asked how much space that 
would be; Dr. Cerra said that if half of the faculty in the new facilities are current, there could be 50,000 – 
60,000 gross square feet.  Once they have a clearer idea of the programs that will be in the new buildings, 
they will know better.  But there are dominoes that will fall, he observed.  Professor Martin said that 
people are aware of the challenge of dealing with the quality of the academic space in Moos and Mayo.  
Will it be renovated?  It will, Dr. Cerra said.  The University's six-year capital plan includes a request for 
funds to refurbish the space.  Some is not suitable for wet labs but it can be used for e-education, the 
School of Public Health, and so on.  The new clinic facility will also free up space for offices, computer 
labs, and the like.  Hasselmo Hall will empty out, in essence, and will become home to three floors of 
biomedical engineering.  As the plans proceed, they can look across the campus to see what makes sense 
to put where.  Provost Sullivan pointed out that this is also a dynamic process; the programs that were 
identified three or four years ago for the new facilities may not be the ones that that eventually end up in 
them.   
 
 The least firm plans are for the third building, Dr. Cerra said, following on the Provost's point.  
They are saying infectious disease and neuroscience research, but they will consider what makes sense at 
the time.  It could be that the focus will change (for example, to drug development, testing, and delivery).  
It will be the smallest building, for about 24-25 PIs, because of inflation in construction costs.  Now 
would be a good time to build it, he commented.  With a new administration and new science advisors, 
Provost Sullivan added, there could be a different research roadmap in the coming years, and the 
University will want to align with it.  There could be significant changes with the stimulus package and 
federal research priorities.  The faculty, however, must drive the decisions on programs, Dr. Cerra said. 
 
 Professor Martin remarked that planning this part of the campus is very different from what has 
been done before.  She asked Provost Sullivan if it would guide what is done on the rest of the campus.  
He said that he, Dr. Cerra, and colleagues have talked about this for several years.  From the beginning 
they realized this would be a cluster of buildings, a circumstance the University almost never sees.  He 
said he is comfortable with how the process has worked, and as the new facilities are built and faculty 
hired/moved, there will space freed up.  The University must think holistically about the space, not just 
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about a new campus in the East Gateway district.  This project has given the University an opportunity to 
cluster things in a way it has not had before. 
 
 Professor Konstan said that if one looks at health care broadly, there will be a lot of dollars going 
to health care, but in the long term the growth has to be not primarily in cures but in doctoring, care, and 
disease management.  The way these buildings are being designed, PIs are isolated from those who are 
training physicians and doing the doctoring, in a way that could impair the interaction between 
researchers and the people who train doctors and deliver health care.  That is a discussion they have had, 
Dr. Cerra said, as they consider plans for where scientific discovery is occurring.  The 717 Delaware 
building is the site for research on health-care delivery models.  The answer to Professor Konstan's 
question lies in the definition of translational science, which cannot happen without interaction between 
basic discovery and clinical research/clinical trials and health outcomes research.  The research that will 
occur in these new facilities is translational research and basic scientists and clinical scientists/scholars 
will be working side by side.  This is the Research Corridor concept.  Once a pathway of clinical 
application has been identified, the Clinical Translational Science service platform (717 Delaware) is 
available to move the discovery into clinical trials.  If the researchers are isolated, Dr. Cerra concluded, 
the project falls apart. 
 
 Professor Konstan said that collaboration suffers if people are on different floors in the same 
building.  There will be a much larger loss if they are in different buildings. That is why, ideally, there are 
immense buildings that contain everyone so they run into each other.  That people will be required to take 
the light rail to get together will colleagues means they will not do it.  Dr. Cerra said that the facilities will 
include animal studies as well as clinical trials; they have considered what needs to be where to promote 
the core idea of interdisciplinary research.  He agreed that ideally everything would be in one place, but 
the University does not have the luxury of being able to do that.    
 
 Part of this is a state of mind, Provost Sullivan commented.  People talk about the divide along 
Washington Avenue—but one can walk across it in a minute.  The Twin Cities campus is one of the few 
institutions where the biomedical/health-care research endeavors are contiguous and close to the rest of 
the campus; there is a maximum 10-minute walk to any part of the complex.  Many universities have their 
health-sciences fields in different cities.  Here, some are 2-3 blocks away.   The center of the Twin Cities 
campus is shifting to the Gateway Corridor, Dr. Cerra commented, to which Professor Martin rejoined 
that those on the West Bank might object to such a characterization, similar to how some on the St. Paul 
campus currently feel. 
 
 Professor Luepker expanded on Professor Konstan's question.  He said he has been hearing 
about an enormous investment in basic science (wet labs, animal facilities, PIs with 3-4 support staff, and 
so on).  That is the old model.  He is not hearing about the same level of investment in the clinical and 
population sciences.  As one looks to the future, the question is whether there will continue to be 
development of high-tech treatments at very high cost or if there will also be investment in clinical 
research and population research.  He said he wished that in addition to the investment in basic science 
research there is also a similar infrastructure investment in clinical and population science. 
 
 Some of this is definitional, Dr. Cerra said.  Translational research is related both to disease and 
practice, making science useful to treatment.  Clinical scholars practice and do research.  There is a new 
process to develop and test models of health-care delivery, and all colleges of the AHC are participating.  
So, one process, the Research Corridors, brings basic and clinical researchers together to perform 
translational research that then moves into the Clinical translational Science  process to move into clinical 
trials and then into clinical practice with subsequent research on its affects on health prevention, practice 
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and health outcomes and status.  Actually, major investments are being made in the clinical sciences, the 
latter part referred to above, and coming for in the clinical track for clinical scholars.  Success in this 
latter undertaking of the investment in clinical sciences is the critical success factor for the application of 
new knowledge.  Professor Luepker said that he was asking that they speak with more passion about the 
other ends of the spectrum.  Regardless of the number of mice sacrificed, the effort will be wasted unless 
it improves human health. 
 
 Professor Roe said the financial analysis must be quite challenging.  He asked what part of the 
revenue stream would be clinical, what part research, and what part other?  Dr. Cerra said these sources 
are all in the model and it is not that complicated.  They know the variables—and they are all related to 
the number of faculty.  They know the ratio of faculty to staff that will be needed, they know the square 
footage for faculty doing research, they know the average grant funding that can be expected.  They can 
run the model within confidence limits and can identify the gaps that need to be filled in with other 
funding.  They can adjust hiring to manage the finances. 
 
 It appears that the revenue stream will not be synchronous with the cost structure, Professor Roe 
said.  Dr. Cerra said he believed it would be.  They have until May to understand internal reallocation and 
cost reductions in the current budget situation, and when they understand if the Medical School model 
works and what revenue will be available, they will then go back to the basic model of faculty, cash flow, 
etc.  They have the tools but there are too many unknowns right now to reach firm conclusions. 
 
 Professor Warwick said that what Dr. Cerra is doing is remarkable, but where are the patients?  
Dr. Cerra pointed out that pediatrics will be in the new Children's Hospital on the Riverside campus.  If 
one uses the shuttle, it is 8-10 minutes from the other facilities.  Professor Warwick said that pediatrics 
feels left out and should be brought back into the rest of the campus.  Dr. Cerra said they spent four years 
studying the issue, with the pediatricians included, and concluded they could not bring the entire clinical 
enterprise into one campus.  That is why they decided to put the Children's Hospital on the Riverside 
campus.  The question now is whether the research facilities will move with them.  These were hard 
decisions, he said.   
 
 Professor Martin thanked Dr. Cerra and Provost Sullivan for joining the meeting. 
 
3. Budget Instructions, Cost Pools, and Budget Matters 
 
 Professor Martin turned now to Vice President Pfutzenreuter and Ms. Tonneson to discuss 
budget-related matters.  
 
 Mr. Pfutzenreuter distributed two handouts, one an email message he wrote summarizing the 
Governor's budget recommendation for the University and MNSCU and the other a graph of biennial 
appropriation history back to 1996-97.  The Governor's recommendation is for about a 10% reduction in 
state funds to higher education for the 09-11 biennium.  The University's base budget (biennial) would be 
reduced by about $151 million from its current base of $1.394 billion:  a $75.5 million cut in the first 
year, with no additional cut the second year, so a total cut of $151 million for the two years.  MNSCU 
would receive a similar cut.  The Governor also recommends firm tuition caps "to ensure that rising 
tuition costs do not unduly harm students."  The bottom line is that the current state funding of $702 
million would be reduced by $75.5 million on a recurring basis, and the reduction is to be taken the first 
year of the biennium. 
 
 Mr. Pfutzenreuter explained in general terms the Governor's proposed budget solution, which 
includes spending reductions, one-time resources (including projected federal stimulus funds, K-12 
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payment shift, and the sale of state bonds to be paid back with tobacco revenues), and tax cuts.  The one-
time resources represent about two-thirds of the solution to the budget deficit. 
 
 The graph of appropriation funding has two sets of parallel lines.  There was an upward slope in 
state funding 1996-97 through 2002, and a parallel upward slope from 2004 to 2008.  There were 
downward-sloping and parallel lines from 2002-2004 and again beginning in 2008.  The University had 
done reasonably well up until the budget crisis in 2002-03, Mr. Pfutzenreuter said, then it got back on 
track again, and now faces cuts again.   
 
 The budget challenge is actually greater than the $75.5 million, Mr. Pfutzenreuter said, because 
there are increases in fixed costs, commitments, and obligations that total about $55-60 million, in 
addition to the $75 million reduction in state funding.  To set out the extremes, if the University were to 
try to solve the problem entirely with tuition increases, tuition would have to increase by 12%.  If it were 
to try to solve the problem entirely with layoffs, the University would have to cut somewhere between 
800 and 1000 employees.  So the question is, whence the dollars?  The draft budget instructions (which 
the President had not approved at the time these minutes were prepared) call for academic and 
administrative units to consider a cut in the range of 5-8% and identify what would happen as a result of 
such cuts.   
 
 Professor Luepker said that it sounds like the administration assumes the Governor's budget will 
be what the University receives.  The legislature is going to chew on his recommendations; will that have 
no effect?    In planning, if the legislature cuts more money, units will likely face something closer to the 
8% reduction; if the legislature reduces the size of the cut, then the tuition assumption could change.  The 
outcome is anyone's guess, Mr. Pfutzenreuter replied, but historically the University receives very close to 
what the Governor recommends, regardless of party.  This is an unusual situation, however, so it is 
difficult to predict what might happen.  There will be another revenue forecast in March, and it could be 
ugly.  At the same time, there could be additional federal funds, which would obviate the need for 
additional cuts.  
 
 Professor Konstan said it would be helpful to see a version of the graph in constant dollars and 
with funding for Rochester subtracted.  Would the University be better or worse off than in 1996-97?  Mr. 
Pfutzenreuter said he has never seen such a chart and speculated that the University would be slightly 
better off.   
 
 In response to a question, Mr. Pfutzenreuter said that administrative units will be given the same 
budget instructions as academic units:  indicate what they will not do and the number of people they will 
lay off, given certain budget assumptions.  The cost pools will calculate a lower percentage that colleges 
can model on.   But there will be fixed cost increases in the cost pools, Ms. Tonneson reiterated, so some 
of the rates may go up, while reallocations can make them go down, so there could be no change.  (For 
example, Mr. Pfutzenreuter said, there will be an increase in the Founders scholarships to pay for tuition 
increases.) 
 
 Professor Martin observed that when budget instructions go to the units, colleges can cut 
offerings, but that reduces income, so they have little wiggle room.  The result is they cut RAs and TAs 
and supplies and the like.  Are they aware of that?  They are, Mr. Pfutzenreuter affirmed.  
 
 Professor Roe inquired if there would be faculty buyouts.  There was the Retirement Incentive 
Option program, Mr. Pfutzenreuter said, but there is a more lucrative program for faculty (phased 
retirement).  It would be premature to do another incentive program.   
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 Will there be internal loans if there are long-term costs to cutting staff, Professor Konstan asked?  
They have no money, Mr. Pfutzenreuter responded; those issues will have to be dealt with at the 
department and college level.  This is a people business, he added, and it is difficult to jettison staff 
quickly.  So units will look at travel, food, consultants, etc.  One challenge is in education, Professor 
Martin said; she could increase her class size by 40 students, but what would that do to the quality of 
education when students will be paying more in tuition?  There is a breaking point.  Mr. Fitzgerald 
pointed out that there are also classroom restraints on increasing class sizes. 
 
 Professor Roe pointed out that some colleges rely more on state funds than others; will those that 
receive less state funding argue they should not have to make cuts?  The budgets and cuts will be based 
on O&M funds (state funds and tuition), Mr. Pfutzenreuter said.   
 
 If one believes this is a short-term problem, Professor Konstan said, and that budgets will go back 
up, from the perspective of intergenerational equity it might worth discussion whether the endowment and 
foundation payouts should increase so that current students are provided the same educational benefits as 
students received in the past.  The question is how much, Mr. Pfutzenreuter said; if the corpus is touched, 
it would take a long time to recover, and the University has a fiduciary responsibility to the donors.  There 
are, he added, donations (especially those made in the last two years) that are now "under water":  a 
$100,000 donation may only be worth $75,000.  In theory, payouts from those endowments/donations 
should stop.   
 
 Professor Martin thanked Mr. Pfutzenreuter and Ms. Tonneson for the presentation and adjourned 
the meeting at 4:05. 
 
      -- Gary Engstrand 
 
University of Minnesota 
 
 
 


