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Finding the Money to Manage 
the Mission:

A Fiscal Year-End Wrap Up

Frank B. Cerra, M.D.
Senior Vice President for Health 

Sciences

Welcome

This morning’s presentation is all about money – that core fuel that drives our work 
that enables our science and that supports our students.  

Although we recognize that this is also the time of year when some of our 
colleagues are catching their breath in the beautiful summer weather, it just 
happens to be the fiscal year end – and the brink of a new financial year of 
opportunities and perhaps challenges.  

So – to get started, I thought we should do a brief reminder of the vision that is 
guiding our work.  
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Vision of the Mission
• Education: a mark of distinction

– Strong interdisciplinary programs
– Meeting the health workforce needs of MN
– Share new knowledge/use e-tools

• Research: a talent magnet
– Competing for top funding and faculty
– National recognition in focused programs and for 

relations with business
• Clinical sciences: a destination of choice

– Practice expansion for all disciplines
– Effective partnerships
– Well-defined corridors of research and innovation

These are our long range goals in education, research and clinical sciences.
Education – will be our mark of distinction with strong interdisciplinary programs, 
and effectively meeting the health workforce needs of Minnesota; while sharing new 
knowledge with the community and using e-tools more effectively.
In research, we’ll be a talent magnet – with a reputation for successfully competing 
for top funding and faculty, as well as national recognition in focused research 
programs and for our well-managed relationships with business and industry.
In clinical sciences, we will be a destination of choice with expanded practices in all 
of our disciplines.  That will require effective partnerships with Fairview as well as 
others who are interested in working with our faculty practices.
And our well-defined corridors of research and discovery will drive our reputation 
world-wide. 

Most of the rest of this talk will be focusing on shorter range results and some 
challenges that are important to achieving the long range vision. 
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Financial Challenges
Existing Funding Sources of the 

Medical School Budget = $574 million (includes 
UMPhysicians)

Faculty Practice                               
Plan                                               

40.2%

Sponsored 
Research Programs                                               

27.3%

Non-Sponsored 
Programs                                               

32.5%

Challenges:

Reimbursement   
rates

Practice margins 
minimal

Competitive 
salaries

Challenge: Federal funding declining

State 8.6 %

Tuition 4.5%

ICR 3.3%

Affiliated                             
Hospitals 8.3%

Gifts and                      
endowments 4.2%

All Other 3.6%

Challenges:

Flat

Top 2 in nation

NIH dependent

Resident 
stipends

Flat

There are challenges to accomplishing this mission – one easy way to illustrate 
those challenges is to take a look at this pie chart of revenues to the Medical School 
– I’m using this for illustration purposes only – as we are all experiencing challenges 
like those stated here.  

This pie chart first shows primary sources of income – and each of these slices is 
under stress…for example, we’re all aware of the intense competition for a 
dwindling supply of research funding with little sign that there will be significant 
increases in the near future.  Tuition in each of our schools is at or near the top of 
the market – and, the margins in the clinical enterprise continue to tighten.  
It’s pretty clear that the current model for funding our health professional schools 
and colleges can not keep up with our need to grow as we strive to compete in the 
increasingly competitive field of higher education.  

Let’s focus a bit on this slice of the pie chart – the state O&M, which stands for 
operations and maintenance.  On this side of campus, that slice represents 
significantly less than it does for the remainder of the campus – ranging from 10 
percent of the budget in medicine to xx percent in nursing.  

So how did we do this year -
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Legislative Outcome*
2007-08 2008-09

Request $58,900,000 $64,500,000

Actual $67,447,000 $14,310,000

Difference $ 8,547,000            ($50,190,000)

Biennial Math    = Request $182,300,000
Actual    $149,204,000
Difference ($  33,096,000)

*Excludes $25,000,000 onetime U/Mayo Partnership

This slide comes from President Bruininks’ presentation to the regents and it shows 
that the legislative strategy this year was remarkably successful.  

We’ll start at the bottom – with the Biennial Math – the request for University funding 
was $182M for the two years, with funding coming in at $149M – that means the 
legislature funded more than 80 percent of the request.  And up here is how that 
funding works out over two years – this coming year, we received $8M more of our 
request, with the real challenge facing the University in the following fiscal year –

What was a footnote for the Regents is actually important for us – the U/Mayo 
partnership did receive $25M in funding over the biennium – and those research 
dollars are spent primarily here in the Academic Health Center. 
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FY2007-08 Resources Supporting 
New Investments*

*Excludes $25,000,000 onetime U/Mayo Partnership

Resources

New State Appropriations $67,647,000

Student Tuition & Fee $20,274,560

Other Institutional Resources $11,688,747

University Internal Reallocations $12,824,473

Total Resources $112,434,780

Here are the resources available in the upcoming fiscal year that support new 
investments over all –

When you add the new state appropriations, plus student tuition and fees, to other 
institutional resources such as ________ and internal reallocations – there’s a total 
new investment pool of more than $112M.

That funding can make a difference- across the University as we are working hard 
to remain a top tier competitive institution

I want to make a point here – The reputation of the University overall has a 
significant impact on the reputation of each of us as faculty or staff of the University.  
When a department in chemistry becomes nationally recognized, it’s the university 
of Minnesota that’s recognized.  And the same goes for each of our departments, 
divisions, schools, and centers – when any of you individually achieve recognition, 
then we all benefit from that reflected glory.  

While we all can appreciate that what’s good for all benefits each of us – the 
question remains – of this new money, how much came to the Academic Health 
Center?
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New O&M Impact in AHC

Total New Appropriation to be Allocated
$62,447,000 ($5M held for FY08-09)

Amount Allocated to Schools/Programs in 
the Academic Health Center
$24,730,000

A 36% targeted investment in the health 
sciences

Although there were nearly $67M in new funding to the University for 2007-08, the 
decision was to hold back $5M of that to help soften the difference in the funding for 
2008-09 when only $14M in new funding will be available.  

So – of the $62 million to be allocated, the schools and programs of the Academic 
Health Center will receive $24.7 Million – That represents a targeted investment of 
36 percent of the total in the health sciences.  And – again – that doesn’t include the 
$25 Million in targeted U/Mayo funding.

A note about that partnership.  I’m well aware that there are those who struggle with 
the focusing of those funds on partnership projects – meaning we have to share 
with our colleagues 90 miles down the road.  But I am convinced that that funding –
this year’s $25 million, in addition to the $32M over the past five years – comes to 
fund research solely because of the strength of the partnership. Those faculty who 
have participated in the funding can tell you the impact it has made in their science, 
in their ability to compete for other sponsored dollars, and in their reputation.  It is 
one example of the type of strategic partnership that will keep Minnesota – and this 
University – on the national map.  
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Examples of Targeted AHC Funding
• Compensation Support 

– All AHC schools $4.4M
• Global Leadership Training/New Positions

– School of Public Health $514,000
• Specialist Faculty/Equipment

– School of Dentistry $497,000
• Investment in Equine Center and 

Diagnostic Lab
– College of Veterinary Medicine       $1.5M

These are just examples of targeted funding for AHC schools – (highlight selected 
concepts)
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Examples of Targeted AHC Funding
• Institute for Therapeutics Discovery and 

Delivery
– College of Pharmacy $300,000

• DNP Faculty/Hartford Center Support
– School of Nursing $350,000

• Program Support for CAIMH and MED 
2010
– Medical School $350,000
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Additional AHC Funding

Core Services and Support Total $ 12.8M
• Inst. For Translational Neuroscience $ 1.2M
• Research Support

– (RAR, Trials Program, CTM, Corridors) $ 2.7M
• Interdisciplinary Education Initiatives

– CIPE, Sim Center, Services $ 1M
• U-Wide Initiatives $ 4.2M

– Health Informatics, CAHP, U Learning Platform Pilot

Further support for AHC Initiatives and programs totaling $12.8 Million has come 
through core funding for interdisciplinary research, education, and program 
initiatives.

For example, the Institute for Translational Neuroscience – has received $800,000 
in funding.  Research programs including the research animal resources, support for 
clinical trials facilities and programs, the Center for Translational Medicine, and the 
Research Corridors faculty and program totals $2.7 Million
For interdisciplinary Education Initiatives, such as the Center for Interprofessional 
Education, the Simulations Center, and Support Services, total funding is $1 Million.
And the Academic Health Center’s work on University-wide initiatives received $4.2 
Million, and includes projects such as the Health Informatics faculty, the 
development of the Center for Allied Health Programs, as well as the development 
of learning platforms as a pilot for the University.  
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Strategic Compact Investments in AHC:  
New State Dollars (millions)

48.423.516.08.9TOTALS

10.06.32.71.0Infrastructure

13.67.04.02.6Programs

12.55.15.12.3Faculty

12.35.14.23.0Research

Total200820072006Investment
Category

These investments all came out of the compact process and are aligned with 
the strategic plans of the schools, AHC and the University.

Eighty-five percent of this money is recurring – with state appropriations 
increasing at 0.3 percent per year since 2000.  This is only a fraction of what 
is needed to achieve our vision of success – but it is a critical piece of the 
leverage we have on behalf of our mission.  These funds are what leverages 
private philanthropy, public and private partnerships, relationships with 
business and industry – all of our funding leverages these funds on a nearly 
10 to 1 ratio.

More importantly – this allocation of state money was based on strategic 
investments through the compact process where we align mission with 
investment – For example, Interdisciplinary education and research have 
investments of $11.5 Million, while clinical research has received $4.6 Million 
in alignment with our mission.
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Additional State Investment in the 
University-Mayo Partnership

• 2003 $    2.0M*
• 2005 $  15.0M
• 2005 Facility in Rochester $  21.7M
• 2006 $  15.0M
• 2007-2008 $  25.0M
• Beyond 2008 $    8.0M R
* Matched by $1M each from U & Mayo

This U-Mayo funding for the MN Partnership in … is more than a series of numbers 
and investments.  

We have funded 29 programmatic (21) and infrastructure (8) proposals with the first 
$32 million in investments; involved more than 100 university faculty. We have 
submitted 10 joint NIH proposals. According to recent economic analysis the 
Partnership is being highly successful in developing patentable applications.
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Facilities Update
Research Facilities

• Legislature did not pass Research
Facilities Authority this session 
– Plan is to repackage for next session  

• 717 Delaware on track
– 30% complete, remainder done by 10/07

• Medical Biosciences Building
– Plan nearly complete, groundbreaking in Fall 

’07
• CMRR next in line
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Facilities Investments of $290M 
in the Last Five Years

• Molecular and Cellular Biology $ 80.0M
• McGuire Translational Research $ 37.5M
• 717 Delaware $ 36.5M
• Medical Biosciences Building $ 67.5M
• Educational Facilities $ 17.0M
• Life Sciences/Pharmacy Duluth $   8.0M
• Dental Simulation Lab $   9.0M
• Public Health Educational Facilities $   2.0M
• Equine Center $ 14.0M
• Vet Med Clinical Renovations $   6.0M
• Vet Med Avian BSL3 $   2.5M
• Research Lab and Office Renovations $ 10.0M

Although this list is impressive – representing $290 Million in projects, we have 
made a total of $390 Million in total capital improvements in the past 10 years –
remarkable.
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Fairview Partnership Facilities Renewal:
Children’s Hospital

• Groundbreaking scheduled Dec. 2007

• Schematics and building plans circulating

• Financial resources for Phase I acquired 
($175M)
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Fairview Partnership Facilities Renewal:
Ambulatory Care Center

• Location finalized
• Agreement reached on overall financial 

model
• Fundraising has begun 
• Seeking state funding for portion 

dedicated to teaching/research
• Hopefully into final design this Fall
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Challenges Ahead
• Getting the Medical School into the top 20 and 

helping the University move into the top 3 public 
research universities

Developing the research space
Recruiting the faculty

• State Workforce Needs
– Removing federally designated underserved areas
– Developing Center for Allied Health Programs
– Potential for New Medical School

• Continued Pressure on All Funding Sources
• Strengthening the partnership with Fairview in the 

marketplace
• Staying true to our mission and continuing to make 

all investments strategic

We are all invested in the success of each other – when one of our schools does 
extremely well – we all benefit.  As to the Medical School, we all – and that includes 
the rest of the University – we all need a successful medical school in the top 20 in 
the nation.

I have asked Dean Powell to put in place a process for the department heads and 
faculty to develop the work plan for becoming a top 20 medical school – and I will 
need that plan by November of this year.  That work plan will take work – so I 
suppose this is a heads up that you’ll be hearing from the dean’s office.
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Funding the Future
• Targeted state request for Medical School
• Continued strategic investments via the compact 

process—interdisciplinary, interprofessional and 
interscholastic activities are a priority

• Success in philanthropy
• Success in the marketplace of health
• Organizing to eliminate duplication or replication
• Internal reallocation into strategic growth areas

Here’s an idea of what a successful future will take for funding –

We’ll need to complete new clinical facilities
We’ll need 350,000 square feet of new research space, that will house up to 250 
new faculty– about $500,000, to achieve the vision

And we must – stress this – must eliminate all types of redundancy, duplication, 
inefficiencies, and the chronic condition of “I NEED ONE TOO-ISM”
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Strategy for The Future

• We must create our future.
• We must stay true to 

mission.
• We must work together for 

our future to be successful.

There’s no invisible hand that will protect our institution, that will ensure our 
success, that will essentially take care of us – there never really was.  The future is 
us – we create the future we envision.  To be successful – we must stay true to our 
mission – and you all know what that is

We prepare the next generation of health professionals who can improve the health 
of our communities, discover and deliver new treatments and cures, and enhance 
the economic vitality of our health industries.  That’s our mission – and it’s why 
we’re here.

And finally – and most strategically – we must work together to be successful in our 
future.


