
Minutes* 
 

Senate Committee on Finance and Planning  
Tuesday, September 21, 2010 

2:00 – 3:45 
238A Morrill Hall 

 
 
Present:  Russell Luepker (chair), Jon Binks, Sarah Chambers, Devin Driscoll, Will Durfee, Steen 

Erikson, Lincoln Kallsen, Kara Kersteter, Judith Martin, Fred Morrison, Paul Olin, Shruti 
Patil, Richard Pfutzenreuter, Terry Roe, Michael Rollefson, Mandy Stahre, Jeremy Todd, 
John Worden 

 
Absent:  V. V. Chari, Lyndel King, Kathleen O'Brien, Gwen Rudney, Karen Seashore, S. Charles 

Schulz, Thomas Stinson, Michael Volna, Lori-Anne Williams, Aks Zaheer 
 
Guests:  Julie Tonneson (Office of Budget and Finance); Deans Alison Davis-Blake 

(Management), John Finnegan (Public Health), James Parente (Liberal Arts), Jean Quam 
(Education and Human Development), and Marilyn Speedie (Pharmacy) 

 
[In these minutes:  (1) the biennial budget; (2) committee business; (3) external review of the budget 
model (with several deans)] 
 
 
1. The Biennial Budget 
 
 Professor Luepker convened the meeting at 2:00 and welcomed Ms. Tonneson from the Office of 
Budget and Finance to discuss the upcoming biennial budget. 
 
 Ms. Tonneson distributed copies of a handout and talked about it with the Committee.  The 
economic and financial outlook for the University will depend in part on who is elected governor.  
Candidate Emmer has already indicated he would recommend cutting $300 million from higher 
education; how that cut would be split between the University and MnSCU is not known.   
 
 There are different options to consider for the biennial request, Ms. Tonneson said.  The 
University makes a request every two years and usually it requests an increase.  This time it may simply 
request its base budget.  The University's approach will depend on who the governor is.  The request is 
due to the state in October and must first be approved by the Board of Regents.  They are also doing 
contingency planning. 
 
 Ms. Tonneson reviewed the numbers.  The actual base budget for the University from the state 
this year (FY11) is $591.1 million.  At the end of the last legislative session, however, the legislature 
adjusted the base to $642.2 million for the 2012-13 biennium ($51.1 million above the actual 
appropriation for FY11).  It is that adjusted base that is in the state budget forecast and thus part of the 
$5.8-billion projected state budget deficit.  It is that base that the University plans to ask the legislature 
and governor to fund.    
 
 Mr. Driscoll recalled that at the last meeting Ms. Tonneson had mentioned that the state had 
requested information about 5%, 10%, and 15% cuts.  Are those included in these numbers?  They are 
not, Ms. Tonneson replied.  That is a separate step, and the state will calculate off the legislated base, the 
$642.2 million.  A 5% cut from that base actually remains a slight increase for the University over the 
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current year base budget of $591.1 million (that is, $642.2 million minus 5% is more than $591.1 
million).  The response about the cuts is due in November and is to be provided separately from the 
biennial request. 
 
 Professor Morrison asked what percentage of the state budget the $5.8-billion deficit is.  About 
18-20%, Ms. Tonneson said.  So if the state were to make uniform cuts across the board, every agency 
would see a 15-20% cut.  (And the amounts do not include inflation, Mr. Driscoll observed.)  That is 
correct, Ms. Tonneson said, but the K-12 budget shift is to be included and health and human services 
will grow, so there are already built-in increases (without general inflation).   
 
 Ms. Tonneson reviewed again for the Committee the amounts associated with 5%, 10%, and 15% 
cuts to state funding for the University.  If the cuts were made to the legislative base of $642.2 million, 
the cuts would be a $38 million net increase at 5%, a reduction of $26.2 million at 10%, and a reduction 
of $90.5 million at 15%.  The last amount, if one were to try to make it up entirely with tuition increases, 
would require a 6% tuition increase.  If the cuts instead were from the FY11 base of $591.1 million (the 
current actual base), they would $59.1 million at 5%, $118.2 at 10%, and $177.3 million at 15%.  Again 
with the case of the last, to make it up entirely through tuition would require an 11.8% tuition increase.  
Ms. Tonneson emphasized that she provided the tuition-increase amounts only for comparative purposes; 
no one has made any decisions or recommendations about tuition.  All of the amounts (in cuts) she 
detailed would contribute to reductions in the state budget deficit, with the largest cut in the actual base 
contributing the most. 
 
 If Mr. Emmer's proposed cut of $300 million to higher education were adopted, and split 50/50 
with MnSCU, would that be a larger cut?  It would be about 12% from the actual base of $591.1 million, 
Ms. Tonneson said. 
 
 As the University develops its biennial request, the administration is thinking about how it would 
use the additional $51.1 million the legislature added to the base, Ms. Tonneson said, and that will be part 
of the discussion with the Board of Regents.  Few, however, believe the University will actually see that 
increase, given the state's budget situation. 
 
 Ms. Tonneson also reviewed again for the Committee the cost-drivers the University must deal 
with:  safety/contractual obligations, technology costs, financial aid, facilities operations, strategic 
investments, and compensation.  They are thinking about which of those are fixed e.g., fringe benefit 
costs and debt service) and which are variable (compensation increases, if any, and academic investments, 
if any). 
 

Professor Luepker asked what effect the delay in the state's payment to the University would be.  
The University agreed with the delay, to help the state, Ms. Tonneson said, and a one or two-month delay 
does not require the University to borrow money.  The University negotiated with the state so that it (the 
University) would not have to borrow money; there will be two delayed payments (in Sept. and Oct. - the 
total not to exceed 15% of the total appropriation), but the University will receive all the funds that were 
appropriated in this fiscal year.  Is the implication that the University has enough cash on hand, Professor 
Luepker asked?  It is, Ms. Tonneson said—for one or two months.  The University receives about $50 
million per month from the state; if there were to be more delayed payments, that would affect the cash 
flow and the bond rating.  

 
Professor Luepker observed, apropos of Mr. Emmer's proposal to cut higher education by $300 

million, that the division of cuts and appropriations has historically be 50/50 between the University and 
MnSCU, but that might not hold in this case.  Professor Martin said there are 35 years of history in such 
splits but agreed that it was hard to tell if the pattern would hold.  Mr. Driscoll noted that all three 
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candidates for governor had appeared recently at the Humphrey Institute.  He said that Mr. Emmer talked 
more about strengthening the 2- and 4-year MnSCU schools; Mr. Driscoll said it was his sense that Mr. 
Emmer would not necessarily split the cut 50/50. 
 
 Professor Roe noted that the federal stimulus funds had been used to support tuition; those funds 
run out at the end of the fiscal year.  If there is no change, what will the tuition increase be?  About $750 
for a returning undergraduate, Ms. Tonneson said.  So any tuition increase becomes even more onerous, 
Professor Roe commented, because there will be an increase solely because the stimulus funds will be 
gone.  The University was fortunate to receive them and it is unfortunate they will disappear, Ms. 
Tonneson said.  What is the percentage increase represented by the $750, Mr. Driscoll asked?  About 
7/5%, Mr. Kallsen said.  How much did the University receive in stimulus funds in total, Professor 
Morrison asked?  Ms. Tonneson said it was $89.3 million. 
 
 Ms. Stahre noted a recent report from the GAO finding that the calculation of indirect-cost funds 
was outdated and varies from agency to agency; is there any push for the University to receive more 
indirect-cost funds from the federal government?  The only push is to increase the rate calculation, Ms. 
Tonneson said.  Unfortunately, some categories are capped; where they are not, the University seeks to 
receive all legitimate full costs.  She said she did not know if the University is lobbying to change the way 
the federal government calculates indirect costs.  What the University is doing, she added, is asking PIs 
not to waive indirect costs in funds they receive from non-governmental agencies.  Ms. Stahre said the 
GAO report indicated that the rate used is not close to covering indirect costs.  Ms. Tonneson said the 
University calculates its indirect cost rate and then negotiates with the federal government.  The 
University negotiates with Health and Human Services; other institutions negotiate with other agencies 
and may obtain more money.  There is a lot of inconsistency in the award of indirect costs.  Professor 
Luepker said he understands the University regularly renegotiates the rate and tries to make the case for 
its costs.  But on the other side, unless there is an increase in appropriations to NIH and NSF and so on, 
any increase in the indirect-cost rate will simply come out of the money that would otherwise have been 
available for direct costs in grants. 
 
 Professor Morrison returned to the cost-drivers that Ms. Tonneson had pointed out.  What do they 
add up to, he asked?  Typically about $80-90 million per year, Ms. Tonneson said.  For the current year, 
and last year, they were not that much, but that was about the annual increase before the budget cuts were 
made.  It reaches that amount if the University chooses to make expenditures in the variable costs, such as 
investments and salary increases.   
 
 Mr. Driscoll asked when the University would present its request to the legislature.  Usually 
around February, Ms. Tonneson said, sometimes before the revenue forecast and sometimes after.  The 
pattern, Professor Morrison said, is that the University presents to the governor in early February, holds 
its breath for the revenue forecast, and then goes to the legislature.  A new governor will be given a little 
more time, Ms. Tonneson noted. 
 
 Professor Durfee asked why support unit budget instructions would ask units to model a 5% cut.  
Why 5%?  That has not been decided, Ms. Tonneson said, and they are thinking about giving them two 
amounts, a best-case outcome and a worst-case outcome.  Whatever the amounts, one cannot equate them 
to 5%, 10%, and 15% cuts, because projections are only required for state funds.  They will spread the 
cuts across all units. 
 
 Professor Martin said it would be helpful to know what has happened with the cost drivers during 
the current biennium (that is, the actual amounts).  Professor Luepker agreed.  Those items have been the 
focus of discussion, especially student financial aid; every time the University raises tuition, the financial 
costs increase.  Are there discussions about that?  There are, Mr. Pfutzenreuter said, including how 
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affordable the aid program is for students and the University and how fast aid can grow.  The Promise 
scholarships had autonomous elements to them because of federal and state actions and the University 
could absorb the costs.  Now there is discussion about how to make those costs not grow so fast while still 
supporting students.  The programs are president-directed, Mr. Driscoll said, and a new president may 
wish to re-examine them.  They are doing so now, Mr. Pfutzenreuter said, because people are acutely 
aware of how the costs are increasing because they are in the cost pools.  There may be changes next year. 
 
 In terms of the $51.1 million added to the University's base, Mr. Pfutzenreuter said, it may be like 
two years ago:  The Board provided the legislature with information about an increase but the legislature 
never considered it because it focused on cuts.   
 
 What goes to the Board of Regents in October, Professor Luepker inquired?  The Board has to 
approve the numbers in the request, Mr. Pfutzenreuter said.  Sometimes it only approves the incremental 
increase because the base is secure.  This time, with $102 million more than the University is spending 
(i.e., the $51.1 million times two for the biennial request), they will ask the Board to approve the entire 
$642.2 million (times two for the biennium).  So far there is no language describing what the $102-
million increase would be used for. 
 
 Professor Roe asked if the $51.1-million increase is common knowledge.  It is, Mr. Pfutzenreuter 
said.  The governor's office is aware of it and Mr. Emmer's higher-education budget proposal dispenses 
with it altogether. 
 
 Professor Luepker thanked Ms. Tonneson and Mr. Pfutzenreuter for their report. 
 
2. Committee Business 
 
-- Professor Luepker promised that the issue of fees will come back to the Committee once the fee 
study has been completed.  Professor Roe inquired if students are every surveyed before there is an 
increase in fees.  If the answer is "no," there should be a question about increasing them. 
 
-- The Committee should hear about the capital proposals for the Mayo Garage and the Rec Sports 
expansion, Professor Luepker suggested. 
 
2. External Review of the Budget Model (With Several Deans) 
 
 Professor Luepker welcomed Deans Davis-Blake, Finnegan, Parente, Quam, and Speedie to 
discuss the recent external review of the budget model.  He recalled that about three months ago the 
University invited three external reviewers from peer institutions to take a look at the University's budget 
model.  The reviewers made a number of recommendations and comments.  What caught his eye, 
Professor Luepker said, were a number of concerns voiced to the visitors.  This Committee has been very 
interested in the budget model and University finances, and would like the Committee to be educated 
about what is happening in the units as the University faces a significant budget shortfall.   He asked 
several of the deans to join the Committee to provide their perspectives on the report and the budget 
model. 
 
 Dean Davis-Blake began by commenting that as the business school dean, she can say that any 
system of overhead allocation is flawed; what one must seek is not perfection but a system that is 
reasonable and that does not cost too much.  The deans' argument is not with the allocation system, it is 
with the total level of costs—they are too high and growing too fast.  The overhead (cost-pool) costs for 
the Carlson School have been growing at an annual compound rate of 7.2%, far faster than her other costs 
and her revenues.  More importantly, she told the Committee, the way the budget model is implemented 
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does not recognize that there are college costs as well.  The decision-making process is late, not 
transparent, and the outcomes are not predictable. 
 
 Dean Quam said that another piece of the problem, one that faculty and others do not understand, 
is that when the college is told it has to make a 5% budget cut, half of the budget (e.g., faculty salaries, 
fringe benefits, and cost pools) cannot be cut, so the 5% cut becomes a 10% cut on the half of the budget 
that can be cut.  There is no acknowledgement of the fixed costs in the colleges.  They also face 
uncontrolled additional costs, Dean Davis-Blake said, without new revenue, which adds to the cuts. 
 

Dean Parente said that CLA's cost pools have increased by 7% from FY10 to FY11, and part of 
those increases are tied to the cost of the Minnesota Promise scholarships (undergraduate financial aid), 
which are charged to the cost pools.  That is not a sustainable position.  The University is providing 
funding for students to come to the University at the same time it is decreasing the number of faculty and 
staff.  The University needs to think about whether it can afford the increases in financial aid, including 
the 21st-Century assistantships at the graduate level.    Normally matches come from outside funds to 
encourage more giving, Dean Davis-Blake observed, but for the University to raise $1 million and take $1 
million out of its own pocket forever to match the funds raised is unusual.  She concurred with Dean 
Parente:  The growth in financial aid is not sustainable.   
 
 Dean Finnegan said he agreed with the foregoing comments.  He said that one line in the 
consultants' report spoke to the decision-making process, there is "visibility but not transparency."  The 
process is not transparent.  Another important point the consultants made is that something must be done 
to restore confidence in the incentives in the budget model; without it, a "responsibility-centered" system 
has no power.  Confidence is the heart of the matter.  Visibility is when one is drowning in numbers, 
something the system produces a vast quantity of; transparency is understanding the decision-making 
system and how its "outputs" align with larger University goals.  Visibility is a plus but transparency 
needs bolstering. 
 
 Dean Finnegan commented that a budget model is a budget model is a budget model; none are 
perfect.  It is necessary to pay attention to the decision-making process; the extent to which it is evidence-
based, assumptions are applied as they should be, with appropriate provisions for exceptions, and is 
aligned with University goals, it will work.  His focus is on the decision-making process, making it more 
mature, data-driven, and aligns investments with goals.   
 
 The University has tended to look at state funds as a way to "backfill" gaps and fund important 
initiatives, Dean Finnegan said.  As state funding continues to decline, the University should take a closer 
look at what it "owes" the state for the investment the state makes.  For example, what percentage of the 
state investment should "buy down" the tuition?  What percentage should support research innovation and 
new initiatives?  What should support administrative services?  Right now, Dean Finnegan said, many 
colleges pay more in cost pools than they actually receive in state funds.  That has been true for a long 
time in the case of his college, the School of Public Health that pays some $6 million more in cost-pool 
charges than it receives in state funding.  The number of colleges in the same position has been growing. 
 
 Dean Speedie commented that the external review said in part that the budget model is not 
terribly broken but needs some tweaks.  What she has come to realize is that what keeps the system from 
the predictability that would allow the deans to manage what they want to do in the colleges is a mixture 
of the budget framework/state funding and the budget model.  The consultants are right that there are a 
number of things in the budget model that need fixing; it is not the distribution of dollars, it is collection 
that is a problem.   
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Another problem is the way annual budgets are built, Dean Speedie said:  They do not look at 
revenues and expenditures.  The colleges are the revenue-generators, but the administration does not look 
at the colleges when it decides on salary increases and tuition levels and the President's discretionary 
investment pool.  Those decisions are made and the amounts to be taken from the colleges are determined 
without being based on unit finances.  The problem is how the budget framework and state funding 
interfaces with the budget model; the cost pools are growing but there is no new revenue.  If they raise 
tuition, a large part of the increase goes to central administration and cannot accommodate college needs.  
The administration has the right to make investments where it wishes, but without being responsive to 
college finances, the result is not a transparent or rational model.  The system lacks predictability, which 
hinders the ability of the deans to manage their units.  It is difficult to manage when they receive a budget 
in June and have to implement it in two weeks. 

 
Dean Finnegan reported that the deans have been part of discussions with the Provost about 

introducing a better decision-making process. 
 
Dean Davis-Blake said that if one does a household budget and one only compiles the costs, this 

can be dangerous.  For example, if one takes out a mortgage at 110% of the value of the house, one learns 
that is financially unhealthy.  This is what the University does.  Any rational budget model has to look at 
how much revenue there is in the system.  The question is how to introduce more predictability, 
sustainability, and utility in the system, Dean Finnegan added. 

 
There is no single college model, Dean Finnegan went on to point out, and with a one-size-fits-all 

model, there are different impacts on the colleges.  It would help the colleges if the University would use 
a three-year rolling average for costs so that the colleges are not whipsawed each year and can predict 
cost-pool charges.   

 
With respect to revenue, Dean Davis-Blake said, the budget framework calls for raising tuition 

X% (a percentage that is different each year), but she looks at the elasticity of demand and knows that 
some programs and units cannot raise tuition that much without decreasing total revenues while there 
could be greater increases for some units; there has to be consideration of the markets in which the 
colleges operate.   

 
Professor Roe recalled that this committee has discussed the difficulty of reallocating revenue 

across colleges over time.  If the decision-making system factors in revenues, does that mean some 
colleges will grow while others will be rebalanced, and how difficult will that be?   Dean Davis-Blake 
said that if the budgeting process looks at revenues and costs, and the difference between the two for each 
unit, this could lead to rebalancing across colleges if it becomes clear that some colleges require 
unsustainable subsidy levels in order to survive.  In a steady state, every college will be fiscally healthy 
and will not take funds from other colleges.  Colleges also have fixed costs in tenured faculty, Professor 
Roe said, so a change would need to be carried out over time. 

 
The financial obligations of tenured faculty affect colleges in different ways, Dean Finnegan said.  

In the School of Public Health they have not had the funding to support tenured faculty for 30 years. If the 
faculty are not productive in research, the college is done financially.  But what goes on in Public Health 
is different from what occurs in other colleges. 

 
Professor Luepker said the Committee has looked at the cost pools and elements in them.  The 

consultants' report provides a mixed picture.  What is to be done?  The problem is more than individual 
cost pools, but what is the answer? 
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Dean Quam said, apropos of Dean Davis-Blake's household budget, that if one is spending more 
than one brings in, one looks at reducing costs.  If there has been a careful analysis of the cost pools, she 
has not seen it, nor has she seen a rationale why some of them have increased.  She said she was not 
aware that the 21st-Century fellowships were in the cost pools. 

 
Dean Finnegan said that the President has made choices about the rise in tuition and what will be 

done to keep the increase down, especially for resident students.  He has been committed to keeping down 
the impact on tuition as much as possible.  But the strategy for doing that has changed since the 
University no longer has significant external revenues to buy down the increases.  So it moved to rolling 
up some of the buy-down into the cost pools.   An unintended effect, however, is that in protecting 
Minnesotans from the impact of the state's disinvestment in higher education, the public blames the 
University rather than the state for ANY tuition increase.  Many deans believe that we cannot sustain this 
tuition buy-down by, in effect, eating our own seed corn. That is not sustainable, he said.  He said he does 
not want to see even higher tuition increases, but using University funds to make up the loss of state 
investment means losing quality and falling into a slow downward spiral.  Then who will want to attend 
the University?  

 
Another point, Dean Finnegan said, is that the budget decision-making process is done 

backwards.  The University starts with the cost pools, not the revenue-generating units.  The goal is to 
keep productivity high, to retain excellence, because that is the essence of what the faculty do and what 
brings in revenue.  But the University starts with the support units.  The process needs to start with the 
question of how to have and support the most excellent faculty and highest productivity it can.  These are 
"Malcolm Baldridge" criteria, he said, and the situation is not quite as simple as he is making it sound at 
this meeting, but the ideas can be adapted to higher education even though they are applied mainly in the 
private sector 

 
Professor Martin said that everyone knows there will be a new president soon.  In the search 

process, it would make sense for anyone meeting with candidates to talk with them about the need to 
reverse the order of the process.  If the compact/budget processes for the colleges were in the fall (which 
would put a strain on them), and support units later, would that help?  It would, Dean Finnegan said, 
although the administration would say it would be a lot less convenient.  But there will be a new 
president, Professor Martin said again, and turning the process around could affect the success of units—
and it is the success of units that determines the success of the University.  And the success of faculty 
depends on the success of the college, Dean Speedie added.  No one asks how productive a college could 
be with investments.  A 7% tuition increase in her college generates a lot of money, but they cannot 
increase tuition for non-resident students because it is already higher than the private universities.  In 
planning for productivity and success, the University wants the colleges to be financially and qualitatively 
successful.  If those two factors are the basis for budgeting, there is still room for the University to shape 
initiatives—it cannot be all laissez-faire. 

 
Mr. Driscoll commented that this discussion had been a clear description of the result of the 

state's disinvestment in higher education.  From the students' side, they see tuition increase and larger 
classes, so even if the University buys down tuition, students experience costs elsewhere.  It would help 
to have a description of the effects of the state's disinvestment beyond the increases in tuition. 

 
Ms. Stahre asked if, given current constraints, the deans feel quality in their colleges has suffered 

because they are unable to make investments.  Dean Davis-Blake said that quality is going down because 
the quality of the student experience has declined, which is related to uncontrollable central costs.  At the 
Carlson School, they have fewer TAs, fewer classes, more students in classes, the building is less clean, 
there are fewer advisers, they have more adjuncts, and they have less information technology.  All of 
these things are happening. 
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They try to invest money where there will be the greatest quality payoffs, Dean Speedie said.  But 

they cannot maintain the quality of the student experience; they have to shave it.  In the case of her 
college, they have not hired new junior faculty because they cannot afford the three years it takes junior 
faculty to get up to speed, so they have hired more senior faculty.  There will as a result be a gap in the 
ages of the faculty.  That has happened before and it will happen again, but they are missing an age group.   

 
The impact on quality is variable, Dean Finnegan said.  It has hit some colleges hard already 

while others are just beginning to be hit.  When he became dean, he learned that the college faculty was 
composed mostly of a cohort of "Baby Boomers" and older; he realized that needed to change.  In the past 
five years, the school has increased its faculty complement sufficiently that the distribution of faculty ages 
is now bimodal: the school has secured a future in young faculty.  Growth was accomplished by modeling 
expectations of faculty productivity (in research grants, contracts and ICR) contrasted with school and 
division investment in start-up packages for faculty.   As costs have increased faster than the school earns 
revenue, they have reached the point that they cannot sustain growth so must, for example, decrease the 
size of start-up packages.  Quality impact will be more direct very soon if cost growth continues to exceed 
revenue preventing further investment in new faculty.  The size of the faculty has increased by 35-40% by 
plan since he became dean, but colleges have different economic models, and even they are seeing the 
loss of quality. 

 
Mr. Driscoll asked about the extent to which the deans feel pressure to admit professional 

students (who pay tuition)?  Such as professional Masters students.  Dean Finnegan said they had 350 
students in 1998; now they are where they should be, at about 1,500 students, graduate, professional, and 
those earning post-baccalaureate certificates.  That is a complicated question, Dean Davis-Blake 
responded.  It assumes a high margin on professional students, which is not true for all of them.  The 
budget model does not handle the problem very well, she said; it handles growth by assuming tuition 
equals the number of students times the rate increase; if a unit enrolls more students, the budget model 
treats that as a windfall and the money disappears.  There should be incentives for growth but the system 
has strong disincentives for it.  Dean Davis-Blake said that if a college grows tuition beyond its base, it 
does not get to keep the money. 

 
The ability of the deans to manage is constrained, Dean Finnegan said, because they have such 

limited control over revenue and costs.  They cannot set tuition at a rate beyond that approved by the 
Regents even where it would make sense to do so in the marketplace (especially for professional and 
graduate students).  They set it as the University directs and most of the increase is taken to satisfy cost 
pool increases centrally.  They may be able to retain some beyond the rate set where they are permitted to 
raise it a few percentage points.  They also have very limited control over costs, which constrains the 
dean's ability to lead the college.  They are becoming more of a middle manager.  He emphasized that he 
is not saying deans should be able to do whatever they want to and he understands there must be 
accountability in the system. 

 
Dean Quam related that she has just learned that the 75/25 split in tuition revenues between 

colleges is being reconsidered.  They, however, are doing enrollment planning around that ratio and built 
a data system on it.  If there is to be a decision to change it, the deans need to be a part of it and provided 
time to deal with it.  With the system as it is, Dean Speedie commented, colleges either teach something 
that someone else should or they make private tuition arrangements that go beyond the 75/25 split.  And 
they do not talk about cross-college collaboration because the colleges want to keep their tuition, Dean 
Quam said.   
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Professor Luepker said that he, Professor Martin, and Professor Fred Morrison are all members of 
the Budget Model Advisory Committee, which is where discussion of the 75/25 split arose, but none of 
the other topics discussed at this meeting have come to the Budget Model Advisory Committee. 

 
Mr. Erickson said that while the deans all understand costs and revenues, the problem is how to 

tie their concerns to the report and the ramifications for the colleges, how the budget model is holding 
back advancement of quality, and how to quantify those effects in a clear way so that people can 
understand them and fix the problem.  Dean Davis-Blake said there have been many attempts by 
individuals and the colleges to put numbers on the effects, and the aggregate numbers are clear.  What is 
more difficult is the will to take action:  Central costs must go down or in four years her college will be 
spending more on central costs than it does on its faculty.  Making that change will require hard choices 
and it will require that the University model revenue and live within its budget.  In terms of quantifying 
the impact on quality, she said, they can look at class size, types of faculty, etc.—the information is all 
there and they have made the case.  They have to get out from underneath the crushing cost architecture 
of the system. 

 
The institution needs to move to a strategic-planning model, Dean Finnegan said.  It is Vice 

President Pfutzenreuter's job to have a balanced budget overall at the end of each year, not to set the 
University’s goals for financial investment.  That has to happen somewhere else.  Strategic planning is 
even more important in times of declining resources.  He said he would like to see a move to more 
discussion about the alignment of goals and budget, which could include putting more money into core 
University areas.  It could be that his college would end up receiving less money, but if there is discussion 
and a clear understanding of what is being done, he could live with it.  The University has become a huge 
global player—all one has to do is look at the rankings to see that.  It must be recognized that as the 
institution goes through the current financial situation, it will be a watershed time:  Whether it stays in 
that global group or goes into a death spiral.   

 
Professor Roe said the 75/25 tuition split is a significant conversation, and whether deans have 

the ability to negotiate something different.  They do have the discussions and do negotiate different 
agreements, Dean Finnegan said.   

 
Professor Martin said she was not surprised by the scenario being laid out by the deans.  It gets to 

the question of the quality of the University in the aggregate.  Her question is about the quality of the 
student experience:  Students are paying a lot more than when President Bruininks started in office, and 
the assumption has been that quality of the experience would increase as well.  Now they are hearing that 
the quality is eroding.  How can the University play in the global village when its costs are increasing and 
the student experience is declining in quality? 

 
The University is going in the same direction as the University of Michigan, becoming separated 

from the state, Dean Finnegan said; if it does not, it will become Bob's Community College.  The 
University has not been able to link cause and effect in the public's mind:  When the state disinvests, 
students pay more.  But it is clear that the public blames the University when it raises tuition and does not 
connect the increases to the decline in state funding.  And the programs underwriting tuition increases 
have masked the effect for many, Professor Martin said, so that increased cost and quality are not linked.  
The University has not educated the public on what the "new normal" means, Dean Finnegan said.   

 
Professor Olin asked if there are increasing balances in operational units.  One hears talk about 

decreasing energy costs and the like, and basic institutional operating costs have to be dealt with.  Do they 
believe they are paying too much for some things?  Are there places where increases could be limited to 
inflation?  It is possible to limit costs in some areas, Dean Finnegan said that the Facilities Management 
charges to his college have dropped, which he appreciates.  But it is a good question and the vice 
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presidents are taking a close look at expenditures.  Dean Speedie said that the analysis has only been done 
by the percentage increase in the cost pools, and what new things they can do, not whether they should go 
down.  There is never a discussion of what colleges would lose if a cost pool were cut 5%.  Both 
directions—increases and decreases—have to be examined.  And the administrative cost pool has never 
been on the table.   

 
There is a lot of low-hanging fruit, Dean Davis-Blake said.  The University should not do its own 

payroll, and procurement reform is taking a long time, although it will yield results when it is completed.  
There are structural changes that can be made.  One can also inquire about the layers of management and 
the number of units at the University.  And also how much risk the University is willing to take and invest 
in, Dean Speedie added.  It requires a huge investment in people in order to squeeze the last bit of risk 
from everything.  There should be a discussion about lower costs, and things are beginning to turn a little 
in the cost pools.  Before, it was what new things they could do in order to justify an increase in charges. 

 
Professor Luepker noted that the Committee has no power to make decisions but it does have the 

ability to shine a light on things through its minutes and conversations it has; it needs to be informed.  Are 
there things the deans believe the Committee should look at?  The Committee wants to be helpful. 

 
The decision-making process and structure is central, Dean Finnegan said.  The Committee 

should talk about how to engage governance, leadership, and management.  In addition, Dean Davis-
Blake said, the Committee should look at the planning assumptions, such as the annual increase of about 
$85 million in costs before anything can be done about quality.  That is wrong because the assumption 
treats as fixed things that are not.  What is extremely important as the University plans for the next 
biennium, Dean Parente said, is that it makes clear what it is doing to enhance quality for students.  That 
must be a main driver; the University cannot argue for tuition increases because the state is cutting 
funding.  The tuition increases must be related to the quality of education.  Dean Davis-Blake agreed but 
said there is nothing in the budget framework to enhance the quality of the student experience at the 
collegiate level (e.g., through investments that colleges make in the student experience).  The public looks 
at job placement, perhaps the graduation rate, and maybe some of the research, Professor Roe said.  Those 
require infrastructure, which they are not provided one dime for, Dean Davis-Blake said.   

 
Dean Speedie recalled that the strategic-positioning task force talked about this:  If there are 

criteria for excellence and built into the budget, it will be accomplished.  They must be linked.  The 
University has to be able to link investments and criteria (as it has in graduation rate improvements).  
There is an outcome to be achieved but no resources to do so, Dean Davis-Blake said.  Outcomes are not 
the sum total of the student experience, Mr. Driscoll commented.  Dean Parente agreed and said the 
University has to look at what happens between the time students arrive and when they leave. 

 
Professor Luepker thanked Deans Davis-Blake, Finnegan, Parente, Quam, and Speedie for 

joining the meeting and informing the Committee.  He adjourned the meeting at 4:20. 
 

 
      -- Gary Engstrand 
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