
Minutes* 
 

Senate Committee on Finance and Planning  
Tuesday, February 2, 2010 

2:00 – 3:45 
238A Morrill Hall 

 
 
Present:  Russell Luepker (chair), Jon Binks, Sarah Chambers, Devin Driscoll, Steen Erikson, Kara 

Kersteter, Lyndel King, Joseph Konstan, Judith Martin, Fred Morrison, Kathleen 
O'Brien, Paul Olin, Terry Roe, Mandy Stahre, Warren Warwick, John Worden 

 
Absent:  David Chapman, Jennifer Dens, Lincoln Kallsen, Thomas Klein, Richard Pfutzenreuter, 

Gwen Rudney, Michael Rollefson, Karen Seashore, Thomas Stinson, Michael Volna, 
Aks Zaheer 

 
Guests:  Vice President Karen Himle, Associate Vice President Gail Klatt (University Auditor), 

Associate Vice President Donna Peterson (University Relations) 
 
[In these minutes:  (1) risk and political capital; (2) statement on budget issues] 
 
 
1. Risk and Political Capital 
 
 Professor Luepker convened the meeting at 2:05 and welcomed Vice President Himle and 
Associate Vice Presidents Klatt and Peterson to discuss risk and political capital.  He explained that the 
topic came up after a conversation with Vice President O'Brien about light-rail transit, which moved into 
a discussion of risk and political capital. 
 
 Vice President Himle said this was an excellent topic to discuss so all would understand it.  She 
said she approaches the issue from the standpoint of the University having a reservoir of reputational 
capital (which could be political, with the public, or divided more finely).  They do nothing in University 
Relations without thinking about reputational capital. 
 
 Vice President Himle noted that she has been at the University three years and has spent her life 
in regulated industries.  All of them share the need for public trust.  She recalled how differently Johnson 
& Johnson handled the Tylenol scare and Exxon handled the Exxon Valdez case.  Now Toyota faces a 
similar problem.  Much has changed since the Tylenol/Exxon Valdez incidents, with the advent of 
electronic communication.  In that context, the role of University Relations is to maintain and add to the 
University’s reservoir of reputational capital. 
 
 Associate Vice President Klatt said she thought the Committee was interested in what decision-
making is associated with how the University uses its political capital when it is put at risk.  There is a 
difference between political capital and reputational capital, but they are closely related.  Professor 
Luepker responded that the University has become more risk-averse, it seems to many, and if someone 
screws up, that translates into a political problem.  The question is how the decision was made to tightly 
control every penny. 
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Professor Konstan said that a decision was made with light-rail transit that the University would 
agree with having it at grade on Washington Avenue, with the details to be worked out later.  Then when 
it was hard to work out the details, the University ended up looking obstructionist.  It could have decided 
to push back earlier, rather than let the momentum build.  But this can happen in other areas as well, such 
as a student-athlete accused of a crime.  He thought there were three questions.  One, who in the 
University is watching out for the big risks and trying to identify them in advance?  Two, who is deciding 
to risk the University's reputational capital?  Three, what is the decision structure—what is decided by the 
President, what by the Board of Regents, and what is left in the hands of others? 

 
Mr. Driscoll recalled that what came up in the earlier discussion was the ability of the University 

(or not) to manage the public perception about the differences between the University and the 
Metropolitan Council.  The Council ran circles around the University and the University's response was 
slow in coming.   
 
 Ms. Klatt said that in terms of how the University assesses risk and its significance, it is her 
personal view that while many are critical of higher education because it is siloed (and should not be), in 
assessing risk in a complex organization silos work well.  They can count on the staff in intercollegiate 
athletics, for example, to understand the risks to reputational capital that can come out of athletics.  She 
can expect Vice President Mulcahy to understand the risks from research.  The system is not foolproof but 
it works most of the time. 
 
 In terms of the University's aversion to risk, Ms. Klatt commented, it is risk averse—and that 
goes beyond financial issues.  It is so because it attempts to preserve its political and reputational capital 
so it can demonstrate it is a good steward of resources.  The University may take being risk averse to an 
extreme, and the intent is noble, but it may not lead to the most efficient organization.  Any time she hears 
the edit "we will never let that happen again," she suspects the response will probably be overkill. 
 
 Associate Vice President Peterson noted that she works with the legislature, which one might 
consider a focus group for the public.  Over the years she has been in this position, she has thought about 
the University's political capital and how things happen that are out of her or the University's control.  It 
may be because of newspaper reporting or an athletic scandal or anything else, but it is out of her control.  
The question is how not to spend all the University's political capital on these events—what 
communications are needed, what mea culpas might be necessary—and then how to focus on rebuilding 
the political capital.  They know that capital will be needed again because something else bad will happen 
or because the University will make a decision best for the institution but that may make some people 
angry. 
 
 Vice President Himle returned to the case of light-rail transit and the University's dispute with the 
Metropolitan Council.  The Met Council's message was a great one:  The community wants a train and the 
Council's task was to build it on time and under budget.  The University's response was complex and the 
topic of many internal discussions. It is that complexity that makes it difficult for the University’s 
position to be persuasive to a public that has already concluded that it wants the train.   
 
 Mr. Driscoll recalled that Vice President O'Brien had spoken with the Committee in great detail, 
and as someone who would use the Central Corridor train, it was extremely helpful to understand the 
University's position.  But the message is impossible to communicate.  What's next? 
 
 Associate Vice President Peterson explained the next steps and the University's concerns.  If there 
is agreement with the Metropolitan Council, the heightened level of anxiety goes down, but there will 
continue to be concerns as the train is planned, constructed, and tested.  Will the University's concerns be 
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addressed during each step of the process?  There will be tensions along the way, but not at the same level 
as there have been.  Vice President Himle agreed that from the communications standpoint of 
reputational/political capital, the future will be easier.  Facts are facts, and if the problems are not worked 
out, the University can be clear that it is not bluffing.  She said she would rather take the facts to the court 
of public opinion, even though the reactions may sometimes be negative, than have to deal with the 
current perception that the University is just posturing.  One has to think about how people will see the 
decisions in the future, and what the University has going for it is that Vice President O'Brien is ensuring 
that what is done will be done right—rather than just done. 
 
 Ms. King asked why, if the train is so harmful to the University, the Board of Regents approved 
it.  She said she is asked that question all the time.  What was approved by the Board was a tunnel, 
Professor Martin pointed out.  It would not have solved all the problems, but some of them. 
 
 Professor Luepker said he was impressed with the thoughtfulness of those who are responsible for 
the University's reputational capital and risks.  What concerns many right now is the fiscal crisis; much of 
what the University has to do must be done internally, but it also relies on the legislature.  At the 
Committee's retreat last fall, it was presented with considerable data about the decline in state support—
all the lines on the graphs were going down.  Is that an inevitable downhill slide?  Have other states done 
anything about it? 
 
 Associate Vice President Peterson responded that the projections of the budget deficit for the state 
are such that the legislature and Governor cannot cut their way out of it nor can they raise taxes to get out 
of it; a response will require both.  It will mean hard swallowing for both parties.  Health-care costs are 
rising and there will be enormous pressure for property-tax relief, so she sees no way the University will 
receive new money in the next biennium.  The question may only be about the size of the cut.  And the 
situation could be as bad in the following biennium, according to some projections.  She urged the 
Committee to hear the projections from the State Economist and State Demographer for Minnesota; there 
is nothing positive for higher education in them. 
 
 Professor Martin asked if there is any sense that the state might take on the scope of higher 
education in the state.  The structure was created in the 1960s under a set of assumptions that are no 
longer valid.  Higher education is sunk if those issues are not addressed.  Ms. Peterson said that the issues 
will come up. 
 
 Ms. Himle commented that it should be a no-brainer to stop cuts to the University's budget.  
Somewhere between 1851 and 2010 the understanding of the centrality of the University to the state was 
lost.  The public must understand the critical link.   
 
 A lot of support for the University is particular, not generic, Professor Morrison observed; people 
support athletics or agriculture or the Law School or Medical School, etc.  Can they leverage that 
separateness into a coalesced support for the University as a whole?  They can, Vice President Himle 
said; there is no reason they cannot have a lead alumnus/a in every district in the state who would work 
with legislators.   
 
 They recently received the results of the annual reputational survey:  55% of opinion leaders 
believe the University is underfunded and only 8% believe it receives too much; 45% of the public at 
large believes the same.  Yet the political rhetoric is that the University is "bloated," which seems 
inconsistent with the survey results. 
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 Professor Roe said one question is whether the University is using its communication resources 
effectively.  Vice President Himle agreed.  She said people do not know the University.  Many in the 
business community told her she should not take this job at the University because it makes decisions 
differently, if at all.  Business people do not have a shared experience with the University—how one gets 
to the top, what success means is measured differently in a university than in business.  It is difficult to 
forge institutional relationships when there are no personal relationships.  People from the academic ranks 
must know legislators personally; the University needs a legislative army, individuals who can call on 
every legislator.  One problem, she said, is that alumni/ae now in positions to help are those in their 40s 
and 50s—people who did not have a good experience at the University.  They have not updated the tape 
from the 1970s.   
 
 Mr. Driscoll asked if the Alumni Association’s legislative event was the means to build a 
legislative army. That is just icing on the cake, Ms. Himle said; the question is how well University 
people know their legislators, and whether they can call legislators if they make a bad decision about the 
University.  Ms. Peterson agreed that personal contact makes the difference.  People can send letters and 
emails; what is important is the next step, having coffee with a legislator.  The capacity is there but the 
University has not taken that next step. 
 
 Ms. Kersteter commented that people do not understand the importance of the University to life 
for people of the state.  She and her husband have a middle-class life because of the University.  Ms. 
Peterson related that she grew up on a farm in northern Minnesota; her parents made frequent use of the 
Extension Service and she grew up aspiring to attend the University, and if one was sick, one hoped to go 
to the University for treatment.  And one followed the Gopher football team.  Thirty years later there was 
no Extension Service in Minneapolis neighborhoods, no one aspired to go the University (because one 
must be so good to gain admission), and it was a time when no one could go to University doctors 
because of health-insurance restrictions.  The only connection that was left was the football team.  Ms. 
Himle reported that she has just eliminated funding for TV ads about Driven to Discover over a year ago. 
While the campaign had been very effective in the beginning to build the University's reputation with the 
public, the concern was that in times of fiscal pressure there would be complaints about spending 
University funds that way.  Now University Relations is exploring other ways to communicate the 
message to the public. Part of the problem is that while pictures work in conveying what the University's 
work means to people, much of the work being done here cannot easily be distilled to a 10-second 
communication.  The more complex the work being done, the more difficult it is to communicate to 
people. 
 
 Ms. King said she believes the public has a hard time understanding what it means to be a 
research university.  They think of its educational role and they think of the faculty as teachers—and 
compare the faculty with their children's high-school teachers, who are in class all day long.  They think 
that faculty members only teach a few courses, so they must be lazy.  It is difficult to explain that the 
University creates new knowledge, Ms. Himle agreed, especially in the humanities. 
 
 Vice President Himle concluded by recalling that the one thing Wall Street hates is uncertainty.  
As the University faces uncertainty, people must remember that what is said on the inside is heard on the 
outside, and whenever people say something dark about the University, it chips away at the institution's 
reputation.  Right now the University has a leader whom many outside the institution admire; the key will 
be to stay strong and say how good we are.  That becomes infectious.  Cracks in the veneer do not help.  
The University has to be "steady as she goes" during the upcoming transition. 
 
 Professor Luepker thanked Vice President Himle and Associate Vice Presidents Klatt and 
Peterson for joining the meeting. 
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2. Statement on Budget Issues 
 
 As a follow up to the budget discussion the Committee held on February 1, Professor Luepker 
drafted a memorandum to the President and circulated it to the Committee by email.  It elicited a number 
of responses.  He cautioned the Committee that "the train is moving along" and that if it wished to say 
anything, it must say it soon.  Some of what the University must do will await legislative action, but some 
of the issues have a longer timeframe.  He would like any Committee statement to go to the President, the 
Provost, Vice President Brown, but first to the Faculty Consultative Committee for comment.   
 
 Committee members reviewed the points in the memo and agreed (by email exchange the 
following day) on these points for the memorandum. 
 
1.  It is apparent that we are in a severe and worsening fiscal crisis.  Something has to be done.  We 

are not sure everyone believes this yet or understands the likely impact. 
 
2.     The proposals are based on additional "across the board" cuts and is for only one year, FY 11.  

This is the usual response to a fiscal crisis.  A bold, transparent strategic plan, which provides a 
vision and informs decisions, is not apparent.  Such a plan will be essential if we are to face the 
FY 12 crisis and future cutbacks.  The long-range problem was well described in the Financing 
the Future report.  A strategic plan needs articulation and must be initiated soon. 

 
3.    Major elements in the draft budget proposal move many budget decisions from the schools and 

colleges back to central administration.  This reverses the goals of the budget model over the last 
several years and takes responsibility away from the schools and colleges, once again 
encouraging dependency on central administration. 

 
4.      The draft plan that was discussed needs a summary table of the costs and revenues to assess the 

whole picture.  It is not possible to ascertain this from the handout. 
 
With regard to specific items: 
 
1.     Pay raises:  A 2% raise in pay is more symbolic than economically substantive.  Employees will 

appreciate the symbolism.  However, the public and political perception of this may be that the 
University has enough money to absorb State cuts and still give pay raises. 

 
2.     Twenty-seven pay periods:  This calendar artifact should be handled directly with 27 payments 

where applicable: all should be treated equitably, but calculating paychecks may differ between 
hourly-wage and salaried employees.  This issue needs to be factored into future budgets.  Few 
people understand the calendar problem other than knowing a solution wasn’t planned.  It 
shouldn’t happen again. 

 
3.     Tuition increase:  It is clear that the burden will increasingly fall on individual students and their 

families.  It also appears the added money will be controlled by central administration rather than 
the schools and colleges.  The increases will have to be used to offset state budget cuts and 
therefore will not be available for instructional purposes. 
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4.     Initiatives pool:  It is not apparent how we can create any new initiatives in the coming period.  
Some of this money appears targeted to fill holes that undoubtedly will occur but the criteria for 
these subsidies are not apparent.  It sounds like discretionary money for central administration.  A 
wise use of this money might be to invest in one-time projects that will produce financial benefits 
or to distribute part of the pool to colleges to invest in local priorities. 

 
5.     Furloughs:  This is the most controversial topic for employees.  In essence, two unpaid weeks is a 

3.8% pay cut.  Making it work will be problematic, especially given the diversity of funding 
sources and appointment terms for faculty, staff, and student employees.  The Committee needs 
more details and further consultation, but the details must be worked out quickly because 
employees are already raising concerns due to the vagueness of the idea and lack of 
communication. 

 
6.     Overall givebacks of 2.75%:  How will those decisions on the distribution of cuts among the 

various units be made and will the criteria be transparent?  The term "supporting the institutional 
framework" is obscure.  The bottom line of this is that staff will lose jobs. 

 
7.     Financial aid:  In recent years, as state financial support has waned and tuition increases have 

been necessary to cover the resulting revenue loss, the University has significantly expanded its 
commitment to need-based financial aid to lower- and middle-income students.  The cost of this 
aid is a substantial part of the undergraduate cost pool and reduces the efficacy of these tuition 
increases as corresponding increases in aid are needed.  It also reduces discretionary revenue 
from tuition increases.  Given the likelihood of sustained and significant reductions in state 
support, the Committee feels that it is important for the University community to discuss the 
nature and level of the University's financial aid commitment and how that commitment relates to 
the mission of the University. 

 
8.     Cost pools:  A variety of comments were made about cost pools.  It is apparent that some will 

increase, as will the overall total.    It is apparent that the cost pools exceed the State subsidy for a 
growing number of schools and colleges.  Cost-pool increases are an additional budget cut to the 
units, on top of the 2.75%.  The Committee needs greater clarity about the relationship of the cost 
pools to the academic mission. 

 
 The Faculty Consultative Committee voted unanimously to endorse this memo. 
 
      -- Gary Engstrand 
 
University of Minnesota 


