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[In these minutes:  (1) annual financial report; (2) Medical School finances; (3) the President's budget 
proposals] 
 
 
1. Annual Financial Report 
 
 Professor Luepker convened the meeting at 2:00 and welcomed Mr. Volna to provide an 
overview of the University's annual financial report.   
 
 Mr. Volna distributed copies of a handout, an abbreviated version of the report (which is over 100 
pages long).  The summary, he explained, was prepared for the Board of Regents and covers the major 
items to which Board members need pay attention.  There are three statements that are the most 
important:  the balance sheet, revenues and expenses, and cash flows.  These are the statements used for 
macro-level tracking and by the rating agencies. 
 
 The summary for FY09 is that the University's balance sheet continues to be strong, there was a 
net decrease in assets of $268.5 million, there was net decrease in the fair market value of investments, 
and future financial strength continues to be dependent on new sources of revenue, cost containment, and 
focusing financial resources on its core mission.  The University has retained its AA2 rating, something 
few universities have.  Mr. Volna explained elements of the change in asset values and liabilities between 
2008 and 2009.  In the asset category (down $209 million, or 4.6%), the value of plant and equipment 
increased because of several large capital projects, while offsetting that increase, cash and investments 
declined.  Those are the two major categories of University assets; everything else is relatively trivial in 
comparison.  In the liabilities category (up $58.7 million, or 4%), long-term debt increased while other 
accrued liabilities decreased (severance, retirements, other post-employment benefits).  Long-term debt 
has increased significantly over the last 15 years, Mr. Volna commented; it has gone from approximately 
$200 million to about $1 billion.   
 
 In response to a question from Professor Morrison, Mr. Volna said that the University's liabilities 
do not include any possible underfunding of the Minnesota State Retirement System, which covers civil 
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service and bargaining-unit employees, because those retirement plans are offered and managed at the 
state level.  Liabilities related to retirement are only for plans the University offers and manages. 
 
 Professor Luepker observed, apropos of the plant and equipment category of assets, that the 
University cannot sell its buildings to anyone.  Professor Martin added that they are not counted at fair 
market value.  Mr. Volna explained that rating agencies do not look at property and plant assets; they 
know a university can't liquidate them.  They look at liquid or near-liquid assets, mostly TIP (the 
University's pool of temporarily-invested cash), that the institution could liquidate if there were a 
financial emergency that affects its ability to make debt payments. 
 
 What about UMore Park, Professor Olin asked?  The land is included in the assets, Mr. Volna 
said, and the value is set at its historical cost.  Interestingly, this recently needed adjustment 50 years after 
World War II, which is when the University acquired the land from the federal government. 
 
 While the debt has increased, is it still reasonable given the University's budget, Mr. Driscoll 
asked?  It is, Mr. Volna said; while the debt has gone up, so have the University's assets. 
 
 Mr. Volna reviewed the revenues, expenses, and changes in net assets and noted that the net loss 
of $268.5 million was primarily due to a loss of endowment value.  There were total operating revenues 
of about $2.5 billion, from the following sources: 
 
21% student tuition and fees (net) 
24 state appropriations 
14 federal grants and contracts 
2 state grants and contracts 
7 non-government grants and contracts 
10 auxiliary enterprises (bookstores, athletics, etc., net) 
8 educational activities 
6 non-exchange grants 
4 gifts 
2 capital appropriations 
1 federal appropriations 
1 other revenue 
 
The total operating expenses totaled $2.9 billion, in the following categories: 
 
24% instruction (not buildings) 
21 research 
7 public service 
13 academic support (money spent mostly in the colleges for all three missions) 
7 auxiliary enterprises 
5 depreciation 
3 scholarships and fellowships 
8 operation and maintenance of plant 
8 institutional support (central administrative offices) 
4 student services 
 
 Professor Martin observed that about 65% of the total goes directly to the academic enterprise 
and about 35% to everything else.  How does that compare with the University's peers?  Mr. Volna said it 
is quite comparable to other public research universities.   
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 The Committee had a discussion about the $400-million difference between the revenues and 
expenses.  Mr. Volna explained that the two amounts are not really a comparison of apples to apples; Mr. 
Driscoll said that if one reads the detailed version of the report, the numbers make sense.   
 
 Mr. Volna offered a few comments on the statement-of-cash-flows figures. 
 
Cash and cash-equivalents decreased $13.1 million in 2009, after increasing $105.5 million in 2008. 
Tuition contributed $42.7 million more than in 2008. 
Grants and contracts decreased by $53.7 million. 
State appropriations decreased by $113.2 million. 
Cash flow from investments decreased by $27.4 million. 
Cash flow from capital acquisition and debt service increased by $84.4 million. 
 
 Professor Martin commented that one graphic in particular was helpful in understanding the ebbs 
and flows of revenues and observed that while there is much talk about tuition revenue exceeding the 
state appropriation, and about students seemingly paying for everything (and they do pay for a lot), there 
is still a great deal of money that comes in from other sources that is spent on or on behalf of students.   
 
 Mr. Volna briefly noted that the annual financial statement incorporates data from RUMINCO 
(the University's wholly-owned captive insurance company) and must also include data from "component 
units" such as the various foundations, University of Minnesota Physicians, the alumni association, and 
the University Gateway Corporation (which owns McNamara Center).   
 
 Professor Luepker thanked Mr. Volna for his report. 
 
2. Medical School Finances 
 
 Professor Luepker welcomed Senior Vice President Cerra to the meeting to discuss the finances 
of the Medical School.  He recalled that the Committee has discussed the Medical School in the past, and 
said he understood there has been considerable progress in dealing with the financial problems.   
 
 Dr. Cerra thanked the Committee for the invitation and began by saying there has been a lot of 
tension as they have had to deal with the budget problems, uncertainties in the health-care marketplace, 
the ability of the practice plan to move ahead, a curriculum change to a more competency-based 
education that will include a 2011 site visit, alignment between the practice plan, the Medical School, and 
Fairview, and a new administrative structure with a Senior Vice President and Dean, an Executive Vice 
Dean, and a smaller administration.  Put these all together with the change in senior leadership and state 
budget uncertainties and you create a lot of tension that needs to be worked through in a lot of meetings.  
If the Medical School must be contracted by 10-12%, there is a tension about who will make the decision 
versus who SHOULD make the decision.  He said that he hopes to have a final report on the Medical 
School by the end of May or early June.  The report will be driven by the strategic-directions document 
that is working its way through the School.  The goal of this strategic directions effort is not to move 
Medical School up in its rankings, but to keep it from sliding backward over the next 18 months during 
the leadership transition. 
 
 In terms of the Medical School budget, about a year ago there was $20 million in negative 
balances and a recurring shortfall of $25 million.  The negative balances have been converted into debt to 
the University, to be paid off over seven years, in order not to destroy Medical School balances—which 
would harm both the Medical School and the University.  They are not, however, handing the recurring 
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deficits with debt, which would be unwise; they have pursued deficit reduction and revenue 
enhancements.  University of Minnesota Physicians (UMP) put a lot of additional money into the Medical 
School this year because UMP had a good year.  There have been cost reductions, some in the dean's 
office and some in administrative centers and some by not filling empty slots (although that is a non-
strategic approach).  There will be cuts and program reductions, Dr. Cerra said, and they do expect more 
layoffs (there will be hires in sponsored research and on the clinical side, but they must be strategic, and 
there will be targeted hires in the basic sciences).  They have looked at O&M and tuition revenues; that 
review took a year but they now have a formula to distribute the funds on the basis of research and 
education work, although there are not sufficient tuition and state dollar revenues to completely cover 
those costs. 
 

In total, the funds are balanced and there is a true structural deficit of about $7 million (down 
from about $25 million).  Given this challenge and the expectations for a further state rescission in the 
next biennium, it will probably take three years to overcome all the structural problems.  One can see why 
there has been tension, Dr. Cerra observed. 

 
There are two drivers that account for the structural imbalance:  compensation and the cost of 

administering graduate medical programs (residencies and fellowships).  The latter cost about $15 
million, an administrative cost driven somewhat by accreditation requirements.  The problem with these 
administrative costs is that the Medical School is the "sponsor" of the residents, 75% of the total number 
of residencies in the Twin Cities, and being a sponsor means that organization bears all the risk—but the 
revenue stream goes to the hospitals, clinics, etc., where they work.  The rates are down, so hospitals are 
not interested in paying overhead for residents.  He has explained the situation to the hospitals and said 
the Medical School would be obligated to cut residency programs because it cannot afford to pay them.  
The hospitals have agreed to work with the Medical School and understand the administrative costs 
incurred in the performance sites and in the Medical School, to see what can be done for cost reductions, 
and to then develop a plan that will pay for the administrative costs.   

 
When money used to come from the state for compensation (hopefully it will again in the future), 

the state dollars would come to the schools in the Medical School to pay compensation, Dr. Cerra 
recalled.  The state funds to a school were formulaically distributed based on the % of total University 
state dollars that a school had in its budget.  In the Medical School, this would pay for 25% of non-
sponsored compensation, where tuition equals about 7-8% of revenue, where there is no elasticity because 
tuition is already among the four public medical schools with the highest tuition and because students 
graduate with about $180,000 in debt.  So they have to change the budgeting model to pay compensation; 
they have a plan to identify what dollars come from where to pay salaries and cost of doing business 
increases. 

 
Professor Martin asked if clinical revenues are in good shape (they are).  Given the unknowns, 

she said, does he assume they are stable or will continue to increase?  Dr. Cerra said he expected clinical 
practice income to grow because UMP is becoming a low-cost, high-quality provider—and is being 
recognized as such by HealthPartners, Blue Cross, and Medica, all of which are providing some funding 
to support research and education.  UMP is also a well-recognized brand, it represents quality, and people 
want to come to it; the biggest challenge is getting in and out.  His answer also depends on what happens 
with "accountable health systems" and health homes.  Does UMP participate as a health home, operating 
at the primary-care level, or is it to be a multi-level group practice and a resource for the community?  
That decision must be made.  Dr. Cerra said he believes that UMP can replace some of the lost state 
funding, but the clinical practice cannot make up most of the loss of state dollars. 
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Mr. Klein asked how the new compensation model compares with the existing practice.  Dr. 
Cerra explained that they use the XYZ system in the Medical School, where X represents the state funds, 
the tenure-guaranteed portion of the salary, Y represents administrative augmentation, and Z represents 
clinical income.  Y and Z funds are there as long as one is in the position or the revenue is produced and 
they are not guaranteed.  Last year one department decided to decrease the Z funds by 2% in order to 
cover a shortfall.  The problem is that the Medical School does not receive enough state funds and tuition 
to pay the tenured and tenure-track faculty, or to cover the costs associated with education or research, so 
there have to be subsidies from clinical income and that margin capacity is decreasing.  They are trying to 
get more money into the X portion. 

 
Professor Seashore asked if Dr. Cerra had discussed these challenges with other institutions that 

also have medical schools.  How does the situation here different from that faced at Washington or Ohio 
State?  The principles are the same, Dr. Cerra said, and the cost drivers are the same but vary in 
magnitude.  Ohio State has had a huge infusion of state funds so they are less reliant on Y and Z funds.  
The University of California is even more dependent on practice revenue.  Institutions are all over in 
between those two.  The structure of the issue is the same but the dollars are different.  Virtually most 
public medical schools are experiencing the same challenges. 

 
Professor Seashore next asked, apropos of staying primary care versus becoming a specialized 

system, are there other institutions talking about the same thing?  (They are.)  Specialization has been the 
traditional role, she said, but the University has kept its finger in primary care, especially as an urban 
university.  What are others doing?  Struggling with the same questions, Dr. Cerra said.  Northwestern 
used to capture the commuter market, but that has dropped, so it now relies more on providing local 
primary care.  The University has talked about shedding primary care, but others are picking it up, 
Professor Seashore asked?  UMP is probably in the middle, Dr. Cerra said.  What does it mean for 
training if there is a diminished commitment to primary care, Professor Seashore asked?  Not a great deal, 
Dr. Cerra said, because only about one-third of students are at the University for training; they are 
scattered all around the state. 

 
 Professor Seashore asked about the "brand" question.  The UMP brand is widely recognized for 
its quality and its connection to the University and its Medical School. 
 

To what degree, because it is in a larger health professions setting, are problems of the Medical 
School bleeding into other units in the Academic Health Center, Professor Seashore asked?  Public 
Health, Nursing, and Pharmacy are fine, Dr. Cerra said.  Veterinary Medicine is in a similar position 
because of declining revenues from companion-animal care.  Veterinary Medicine has adopted a P&A 
model to staff the veterinary-care hospital so it can expand and contract with demand.  Dentistry will be a 
real challenge because of the Governor's actions:  Years three and four in the Dental School use the dental 
clinics in the school as the training site.  Two revenue sources that pay for those patients have been cut by 
the Governor's decisions, MERC and GAMC.  The former paid medical-education funds to Dentistry, 
about $3-4 million per year, and the latter paid for a lot of clients.  Both are going away.  Part of the 
challenge to a health-professions school is that it is in the market when it is also in a university.  They 
have to be nimble in the market. 

 
So the health sciences may be fragmenting into those units dependent on clinical revenue and 

those that are not, Professor Seashore concluded.  That may be accurate, Dr. Cerra responded. 
 
Professor Luepker recalled that Dr. Cerra began by saying that the size of the Medical School will 

be reduced by 10-12%, but it is not clear that other colleges will be doing the same.  Professor Martin 
responded that CLA will do so.  Dr. Cerra said he believed most colleges will do so, across the 
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University.  How will that be accomplished, he asked?  By cutting the number of students?  Cutting 
specialties?  First there will be a cut in administrative costs, Dr. Cerra said.  They will also be careful 
where they spend money.  They will reduce costs in departments (administrative costs or not re-hiring 
when vacancies occur).  They will consider requests to cut programs or may decide not to support 
research with state funds or not support such-and-such a Medical School training program (e.g., the 
pediatric allergy program).  They will make those decisions until they get to where they need to be.  There 
will be layoffs, they will not fill vacancies, and there may be retirement incentives.  The process is for 
each department to make its proposal to balance its budget.  The dean's office will then make the final 
decisions and create the final budget for FY11, so that decisions made by one department that affect 
another will be minimized. 
 

Is this part of the blue-ribbon-committee process, Mr. Driscoll asked?  It is, Dr. Cerra said.  He 
and Dr. Paller, the Executive Vice Dean of the Medical School, are talking to departments; some know 
they must make cuts but acknowledge it would be easier if someone told them what to do.  But they also 
do not want the dean's office to decide, so there needs to be a balance.  The dean's office must look at the 
impacts of any cuts on other units. 

 
There is no plan to cut the size of the Medical School class, Professor Luepker asked?  No, and 

they will look at increasing it, Dr. Cerra said.  He believes there is capacity because they can do more 
electronically, and after two years many students are out in clinics.  They have to watch quality, but they 
need also look at capacity and opportunity costs.  In the mid-1980s Medical School classes were about 
280; the classes now are 230, including Duluth. 

 
Professor Luepker inquired about graduate medical education.  Dr. Cerra responded that there 

about 950 residents in these programs and the big questions are how many programs and how many 
residents can we continue to afford.  Each clinical department with a resident program is looking at this 
and will come forth with a recommendation.  The final decisions on these recommendations will occur 
with the finalization of the budget for FY11 for the Medical School and the financial plan for the next 
three years.   

 
Professor Martin asked if there has been any discussion with the CIC deans about possibly 

specializing in some institutions so a student would go to different places.  There has not, Dr. Cerra said.  
It would be a good place to have such a discussion.  Veterinary medicine has a national plan along those 
lines to protect specialties.  It is very creative and has not been implemented.  Medical schools want to 
stand on their own feet, be complete.  The model here has the Medical School cooperating with other 
health science schools and areas like the Institute of Technology to meet health workforce needs and to 
promote interdisciplinary education and research. 

 
What about Mayo, Professor Martin asked?  Mayo is trying to stay Mayo, Dr. Cerra said, and the 

University Medical School will continue do a lot with it.  The University-Mayo partnership in research is 
very productive, especially in translational research and interdisciplinary programs.  It has been a good 
model. 

 
 Professor Luepker asked about a graphic Dr. Cerra had handed out about Medical School 
strategic directions.  The idea, Dr. Cerra said, is that there are five core directions or paths the Medical 
School needs to walk.  These are the five directions the faculty, department heads, and deans settled on, 
and there are four or five major goals in each category.  In addition, there are tactics (not listed) about 
what will be done to achieve them.  There have been spirited discussions about these directions.  This is 
designed to be something that people can hang their hat on over the next year or two, in times of change.  
Will there be metrics, Professor Zaheer asked?  There are not yet, Dr. Cerra said, but once the tactics are 
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identified, the strategic-directions document will be converted to a workplan:  What will be done, who 
will do it, and what will be tracked.  The plan will be completed in June and there will be metrics. 
 
 Professor Luepker thanked Dr. Cerra for his report. 
  
3. The President's Budget Proposals 
 
 Professor Luepker now welcomed Vice President Brown to the meeting to discuss the President's 
budget proposals (which were distributed the day before to the members of the University Senate). 
 
 There are two issues on deck for discussion, Vice President Brown said:  FY11 and the next 
biennium.  Her understanding, from talking with the Faculty Consultative Committee, is that there is 
equal faculty interest in both.  The University must deal with next year's budget, but there is also great 
anxiety about the next biennium. 
 
 The President's letter is a good starting point, Ms. Brown said.  The University faces a $132 
million shortfall next year.  44% ($59 million) is from increased costs (every year the institution has about 
$80 million in increased costs, so those increases have been reduced for next year).  31% is a result of the 
need to pay the 27th pay period ($41 million).  25% arises from the Governor's budget cut ($36 million).   
 
 Professor Martin asked if there is a plan to deal with the problem of the 27th pay period, perhaps 
starting after the 2012-13 biennium.  There is, Ms. Brown said; the administration is starting to plan to put 
money away.  Outside the current context of budget reductions and state cuts, the University could 
smooth this out with balances and cash reserves; it cannot do so now because the balances have been used 
and reserves are down—it does not have the margin available to deal with the issue.   
 
 The President's plan includes these elements: 
 
--  a 2% compensation increase for all employees; it will be implemented in July for Civil Service and 
bargaining-unit employees and in January, 2011 for faculty and P&A staff; 
 
--  3 mandatory furlough days between Christmas and New Year's, allowing the Twin Cities campus to be 
closed for about 10 days; 
 
--  3 additional furlough days for executives; 
 
--  additional voluntary furlough days for employees, up to a total of no more than 10 (the mandatory 3 
plus 7 additional). 
 
The President's letter discusses why these options were chosen rather than others.  If his plan, with the 
savings in it and paying the 27th pay period, is not adopted, there will need to be deeper cuts at the unit 
levels.  Ms. Brown noted that approximately 16-18 jobs are saved with every $1 million that is not cut, so 
this plan saves about 350 jobs.  It is, she concluded, a reasonable plan that shares the pain. 
 
 Vice President Pfutzenreuter distributed copies of a few slides explaining the current financial 
situation, the budget challenge, and how it would be addressed by the President's proposals.  In brief: 
 
--  The beginning base budget in 2009-10 was $702.6 million, reduced to $623.4 million in the actual 
appropriation, requiring 5.5% cuts in units.  That same base of $702.6 was in place for 2010-11; the actual 
budget is now $591.1 million after the actual appropriation and unallotments.   
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--  75% ($100 million) of the budget challenge (the $132 million Vice President Brown mentioned) 
comes from compensation increase, the 27th pay period, financial aid/scholarships, facilities, and 
investments/other.  25% comes from the most recent unallotment.  Of the $100 million, 73% is related to 
compensation.   
 
--  35% of the solution to the $132 million problem is increased tuition revenue (7.5%, but 4.5% for 
resident Minnesota undergraduates); 65% comes from recurring and non-recurring budget cuts. 
 
--  The compensation model for next year includes paying the $41 million cost of the 27th pay period, 
saving $12.3 million through the mandatory 3-day furlough, and saving an additional $9.7 million by 
delaying the 2% salary increase for faculty and P&A staff to January, 2011.  That leaves a one-time 
deficit of $19 million.  Units will probably use balances or may make cuts; the administration has some 
money that units can use to bridge where they face serious problems. 
 
 Professor Chambers asked what categories of employees will receive the 27th paycheck.  All 
applicable employees, Mr. Pfutzenreuter said.  The administration had talked earlier about reducing 
paychecks next year by 1/27; the administration is relying on the opinion of the General Counsel in 
determining that all employee groups, faculty and staff, will be paid the 27th pay period.   
 

So this is a dead issue, Professor Chambers asked?  She said the decision does not follow logic 
she can understand.  Professor Morrison took sharp issue with the General Counsel's opinion.  He said he 
did not understand it for employees who have a notice of appointment that sets an annual salary.  This 
makes no sense, he said. 
 
 Professor Seashore said that a number of the P&A staff who report to her face severe salary 
inequities; she was told that there is nothing she can do for them because there is no clear policy on how 
to handle salary inequities.  Is there now a clear policy?  Vice President Brown noted that there will be a 
2% compensation pool.  Mr. Pfutzenreuter suggested that the questions be directed to Vice President 
Carrier.   
 
 Professor Konstan asked if the mandatory furloughs would affect student employees.  They will 
not, Ms. Brown said. 
 
 Professor Konstan asked whether there would be losses due to furloughs for people paid on 
sponsored funds.  Vice President Brown said the Office of the Vice President for Research is looking into 
the issues; other institutions with employees on sponsored funds have imposed furloughs and it appears 
that the University can do so without jeopardizing research funding. 
 
 Professor Konstan then asked about the possibility of collective decisions to take additional 
furlough days.  In his department, there was a sense that people wanted to do so, as a department.  Can a 
department impose additional furlough days?  It may not, Vice President Brown said. 
 
 One concern he has heard, Professor Konstan reported, is about the treatment of 9-month faculty.  
They receive nothing as a result of the 27th pay period but they receive proportionally the largest salary 
reduction as a result of the 3-day furlough.  The question will be raised.  How will 9-month faculty be 
able to take advantage of the 27th pay period (or not) if they are paid on external funds?  Vice President 
Brown said she did not know.  Mr. Pfutzenreuter said they are not caught up in the issue. 
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 Professor Morrison said that there could be an adjustment every five years, when the summer is 
longer.  He asked Vice President Pfutzenreuter what denominator was used in determining the value of a 
day for 12-month and 9-month employees.  Mr. Pfutzenreuter said he did not have the number at hand.  
Professor Morrison then asked Vice President Brown if there had been any consideration of the 
differential impact of the furloughs on 9- and 12-month appointees.   
 
 Vice President Brown said she understood the point, but as a policy matter the three days fall 
during the holiday period and are a reasonable and modest amount that every employee class will share.  
Professor Morrison observed that 12-month employees would receive a 1.2% reduction in pay while the 
9-month employees would receive a 1.5% reduction, but everyone responsible for making the decision 
has a 12-month appointment.  Professor Konstan added that the University could impose an additional 1-
day furlough in the summer, around the July 4 period, on those who have 12-month appointments, which 
would even the situation out. 
 
 Professor Zaheer asked if the administration could put any value on the voluntary furloughs.  Mr. 
Pfutzenreuter said they had no clue what they might amount to.  Professor Zaheer said he assumed that 
any amount the University saved would go toward reducing the remaining $19-million gap.  It would, Mr. 
Pfutzenreuter affirmed.  The amounts saved go the units, Professor Zaheer asked?  They do, Mr. 
Pfutzenreuter said, but he cannot say what a dean might do with the savings.  The units will pay the 27th 
pay period but will also receive the savings from the furloughs.   
 
 Professor Luepker noted that earlier the budget cut to the units had been increased to 2.75%.  The 
original cut was 1.25% to meet internal costs, Mr. Pfutzenreuter recalled.  Then it was increased by 1.5% 
to respond to the projected $36 million unallotment.  The 2.75% is still the planning target; it was 
imposed on the support units and is being discussed with the academic units.  Is it across-the-board, 
Professor Konstan asked?  It is a planning number, not a decision about individual units, Mr. 
Pfutzenreuter said.   
 
 There was also the idea that tuition increases would be retained centrally, Professor Morrison 
said.  That myth circulates, Mr. Pfutzenreuter responded, but there is no plan to not attribute tuition to the 
colleges.  But there is a problem:  In a high-tuition, high-aid environment, colleges with a large number of 
entering freshmen, the tuition revenues may exceed the additional costs in the unit, leaving those units a 
sizeable amount of money, so sometimes the administration has to cut the state funding to those units in 
order to deal with problems elsewhere in the budget.  Before the reductions in state funding, the 
administration would use increased state support to deal with the other problems.   
 
 Professor Luepker noted that everyone is worried about 2012 and beyond; what is the 
administration's thinking on that subject?  Vice President Brown said there is a lot of work in progress to 
reduce costs and increase revenues—and there is no single silver bullet.  The institution is doing 
everything from the blue-ribbon committees in the colleges (considering, for example, reductions in size 
and the future of centers and institutes) to enrollment management (the right number of undergraduate 
and graduate students and the right amount of financial aid) to restructuring and cost-cutting in the 
Academic Health Center to enhancing revenues (for example, fund-raising campaigns by the colleges) to 
increased income from intellectual property, UMore Park, and e-learning to space management, and so 
on.  The list also includes cost-avoidance in construction management, decommissioning buildings, 
examining the number of servers, a purchasing initiative, redesign of support systems for undergraduate 
programs, and issues of regulatory compliance.  There is a lot of effort being put into looking at long-term 
financial planning, Ms. Brown said, including a review of the current budget model.  There is no one 
answer, she repeated; this is an ongoing process in order to get the University to the "new normal." 
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 Mr. Klein commented that, paraphrasing a comment from Vice President Pfutzenreuter, he was 
"opportunity weary" and was looking for a signal that a specific set of prioritized items on the list of 
opportunities for financial improvements  are going to be acted on in a way not seen before.  The 
weariness comes from hearing what seems to be the same list of opportunities described over and over 
again without a sense that a decision is made, a change is implemented, and the results—positive or 
negative—are reported back to the University.  Going over the list again is reminiscent of the line from 
the movie Casablanca:  "Arrest the usual suspects."  The sentiment is that the strategic decision implied 
by putting an opportunity on the list never gets made or the work doesn’t get implemented or the expected 
results don’t materialize and we repeat the process. 
 
 Mr. Erikson noted (1) the excerpt from the minutes of the April, 1932, Board of Regents meeting, 
which provided there would be no salary increases and (2) the May, 1932 press release reporting that 
salaries would be cut 10-20% (copies of both of which had been provided to the Committee).  He said he 
would not urge similar salary cuts, but he expressed dismay at paying the $41 million for the 27th pay 
period when not doing so could save a lot of jobs.  Those who are cut will mostly be the lower-paid 
employees.  A lot of people would rather have a job than a raise. 
 
 Professor Olin asked if the Committee should adopt a resolution indicating it did not favor paying 
the 27th pay period for people who have annual appointments and asking the President to reconsider the 
proposal.  What is the cost of testing the idea, he asked?  It would be miniscule compared to the cost of 
paying it.  He said he would not want a raise if receiving it would mean someone else would be laid off.  
Committee members agreed strongly with Professor Olin's suggestion.  All but one of the voting members 
of the Committee voted in favor of adopting a statement; one Committee member abstained. 
  
 Professor Luepker adjourned the meeting at 4:10. 
 
      -- Gary Engstrand 
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