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 Senate Committee on Finance and Planning 
 February 20, 1990 
 
 
Present: Burton Shapiro (chair), David Berg, David Biesboer, Carol Campbell, John Clark, David 

Dittman, Arthur Erdman, Anthony Faras, Lael Gatewood, Virginia Gray, Nick LaFontaine, 
Cleon Melsa, Jeff von Munkwitz-Smith, Charles Speakes 

 
Guests: Senior Vice President Gordon Donhowe, Associate Vice President Edward Foster, Richard 

Goldstein, Ken Jansen, Warren Ibele, Geoffrey Maruyama, Rabun Taylor (Footnote) 
 
 
1.   Resolution on Expenses of Athletic Investigations 
 
 The meeting took up the resolution left on the table from the previous meeting.  Professor Speaks 
recalled that the motion as amended was "the Senate Committee on Finance and Planning recommends to 
the President of the University that a department of intercollegiate athletics, men's or women's, shall be 
responsible for a fair share of all external costs to the University associated with any future investigation 
necessitated by allegations that members of the department violated rules of the NCAA or of the 
University when it is determined that rules were indeed violated."  Specifics of the assessment were to be 
left to the President. 
 
 Professor Speaks said he would accept a friendly amendment to delete reference to the women's 
department because it has incurred no such expenses for investigations and because it, like academic 
units, does not have self-generated income from which it could draw to pay these expenses.  There was no 
motion to so amend. 
 
 Professor Speaks continued by saying he believed it important for the University to adopt such a 
policy, to say that it will not tolerate the kinds of things which have gone on in the past.  It is not 
sufficient, it would seem, to do what previous administrations have done, which is to simply indicate to 
the athletic departments that misbehavior cannot be tolerated; that has not worked.  Another possibility 
which he had considered, he told the Committee, was that if future violations led to probation, the 
University would invoke its own "death penalty" (that is, temporary but complete suspension of the 
sport); he concluded that a more prudent way to deliver the message would be through the financial 
sanctions contained in the current resolution. 
 
 Professor Speaks said he was unpersuaded by Dean Stein's argument that no problems are 
anticipated in the future and that if there are problems there will be no external costs.  It is better, he 
argued, to act than to react; there is no penalty which would now be imposed; a measured consideration 
now by this Committee, by FCC, and by the President is more desirable.  Now is the time to act on this 
and forward it to FCC. 
 
 Support was expressed for the motion by one Committee member in part on the grounds that the 
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University is desperately short of money for its academic mission that this is one small way of managing 
funds so they remain available for academic purposes.  The recent costs of legal fees have been high; 
those funds are explicitly not available.  The recent trouble could have been avoided by good 
management in the athletic department and supervision from above.  It is neither hysteria nor bad 
judgment on the part of the Committee to insist that expenses for the investigations come from the 
department itself.  This individual was also unconvinced by the ACIA view that these investigations 
would not occur again so the statement was unnecessary.  This resolution also sends the message that the 
athletic departments must not create a need for investigations and their expenses and that the University 
will not stand behind them when those fees must be paid. 
 
 Opposition to the motion was expressed by another on the grounds of fairness across all units.  
Athletics is certainly different--it makes a lot of money--but other units also make money and there is 
outside money in the clinical units of the Medical School.  The Bookstore or the Medical School could 
also have employees not using proper judgment, although whether in a manner similar to athletics was not 
known.  Is this a general situation at the University or is it just "dumping on athletics because it seems 
like the thing to do"? 
 
 One inconsistency appears to be that men's athletics has money but women's does not, but the 
women are included to avoid sex bias--so what is the reason for excluding all academic units?  One 
reason previously offered was that academic units don't have the money.  It was pointed out that the 
School of Management and the Medical School won't have any NCAA violations. 
 
 There are other types of violations which can be committed, which are legal violations, it was 
pointed out; the NCAA violations are not legal violations--they operate by their own set of rules.  It was 
made clear that this resolution would not cut the athletic departments off from the normal legal support 
extended to University units for normal personnel issues or similar matters. 
 
 Another Committee member asserted that comparing men's athletics with other units of the 
University was "beating around the bush."  "Let's face the facts," it was said; men's athletics is the only 
unit which has gotten the University in trouble with the entire State and which is a major embarrassment. 
This resolution should be seen as a symbolic act by which the faculty might try to reassert its alleged 
control over athletics.  The other units mentioned are "in control" and are not the problem.  The resolution 
would not have the force of law; it merely says that "we are fed up with it and we are going to go on 
record as saying that this is not how we should spend the money, which ought to be going for academic 
purposes."  If there are more investigations, the department is warned it will pay.  This would at least give 
the faculty a clear conscience that it tried to do something. 
 
 There was an inquiry whether or not the central administration could have made a decision to hold 
the athletic department accountable for the expenses.  It seems it could have, although it did not. 
 
 It was pointed out that approval of this resolution would not preclude this Committee or any other 
group from considering development of a policy applying to all University departments in the matter of 
ethical violations; the focus, however, right now is on the athletic department. 
 
 Further opposition to the resolution, on the grounds of unfairness, were expressed; the example of 
the Rajender decree and the Chemistry department were mentioned.  Other discrepancies have been 
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handled within colleges.  But all of them drain academic resources.  Continued schisms will be caused 
when the Committee tries to solve problems by micro-management; it was argued that this resolution is 
not the way to address them.  It was also pointed out that there is a committee which will look at the 
relationship of athletics to all of the academic programs and at the role of ACIA; this is not the time to 
step in. 
 
 It was suggested that all units of the University are subject to legal obligations; athletics are unique 
by virtue of also being subject to NCAA rules.  It was maintained, however, that it does a disservice to 
single out athletics; it was also noted that there is a new athletic director.  This resolution is on the table 
because it is an emotional and visible issue and singles out one department rather than looking at legal 
violations of other units. 
 
 On vote taken, the motion failed on a 4-5 vote.  
 
2.   Announcement from the Physical Plant and Space Allocation Subcommittee 
 
 Professor Erdman told the Committee that the Subcommittee has, at the invitation of Senior Vice 
President Donhowe, participated in the interviews of the candidates to head Physical Plant.  Professor 
Shapiro indicated that the Subcommittee would represent the Committee. 
 
3.   Discussion of the Tuition Study Group 
 
 Professor Shapiro welcomed Nick LaFontaine to the meeting and opened the discussion by noting 
that the Senate Committee on Educational Policy would be taking up the Tuition Study Group report on 
February 22 and by the Senate Consultative Committee on March 1; it will be acted on by the Board of 
Regents at their meeting on March 9. 
 
 Mr. LaFontaine distributed copies of overheads used in the presentation to the Board of Regents; 
he also briefly reviewed the history of the development of the group which wrote the report.  The original 
task force prepared a report, which was followed by a minority report and additional discussions; 
thereafter the task force was reconvened with 7 students (up from 3 earlier) and 3 faculty (up from 1) 
along with the original 10 administrators.  The new group was specifically charged to look at four pricing 
issues and other issues related to helping students pay the cost of higher education. 
 
 The four pricing issues examined were: 
 
 -- Health Science professional school rates (should there be some market comparison in 

addition to cost-related aspects; this group recommended formal adoption of the "third 
place rule" in setting tuition and stipulated the comparison groups which should be used) 

 
 -- Department Masters' rates  (post-baccalaureate programs not offered through the Graduate 

School; the task force recommended a rate higher than undergraduate rates but below 
Graduate School tuition and possible reliance on banding to achieve these objectives; most 
of these students enroll in the College of Education) 

 
 -- Banding (charging the same tuition for the 14th through the 18th credit (through the 20th at 
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Morris) (the original group had recommended doing away with it; the objective of banding 
is to encourage full-time attendance but that only appears to work at Morris; in spite of 
that, however, the task force recommended retaining banding); 

 
 -- Undergraduate tuition (at present there is a uniform lower division rate while upper 

division rates are based on college of enrollment; this was the most difficult issue the task 
force dealt with but at the final meeting the task force recommended a single undergraduate 
rate--set for each campus--by an overwhelming majority (the group recognized that the 
different campuses, with different programs, might well have different rates). 

 
 The rationale for the single undergraduate rate is predicated on a number of considerations:  It is 
consistent with educational policy (the emphasis on undergraduate education and the focus on the 
common entry point); it removes price as a factor students must consider as they consider their upper 
division college of enrollment; it should encourage retention by removing "mid-career" price increases in 
the move from lower to upper division; it is linked with a provision to expand access for all 
undergraduate students to academic programs across all colleges; it is simple (replaces 17 rates); and it 
means Minnesota will operate in the same way as the majority of its counterparts.   
 
 The administration, Mr. LaFontaine reported, has endorsed the report and has forwarded it to the 
Board of Regents for information. 
 
 In terms of helping students meet the cost of education, the report:  backs steps which will 
encourage families to save for college; suggests the University begin to raise funds to meet demonstrated 
financial need of all resident Minnesota undergraduates (including incremental tuition increases, by 
campus, beyond that required by the State formula in order to finance that proposal); urges the 
examination of a guaranteed tuition rate for incoming freshmen in order to encourage continued 
attendance and timely completion;  encourages the use of student employees (which is an endorsement of 
current University policy, although not all student employment is need-based); calls for support for efforts 
to extend federal and state aid programs to five years (beyond the current four years); recommends an 
annual report on financial aid, including sources and adequacy of aid and the long-term impact of loans; 
examination of service-cancelable loans (typically focussed on social goals); and urges private fund-
raising to establish a source of recurring aid. 
 
 Asked if this uniform undergraduate rate was revenue-neutral compared to current rates, Mr. 
LaFontaine said that it is.  That being so, the necessity for action by this Committee may not be 
compelling. 
 
 Professor Shapiro inquired what the role of the Committee is vis-a-vis this kind of report:  Does the 
Committee just hear them or can they be modified?  Professor Ibele suggested it would be useful to have 
a sense of the judgment of the Committee about the report or its views about various issues contained in 
the report. 
 
 Mr. LaFontaine was asked if the task force had considered making the Department Masters' rate the 
same as the graduate rate.  It was said that the reason the program in Education is not offered through the 
Graduate School is so that the undergraduate tuition rate could be used; if that rationale no longer exists 
then a more uniform administration could be established (that is, through the Graduate School).  Mr. 
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LaFontaine said the higher rate had been considered but rejected because there were no Ph.D. candidates 
in the group the cost would not be as high as a full-blown graduate program. 
 
 A question was raised about the MPH in Public Health, which is not administered by the Graduate 
School; lower tuition in that program could lead to students taking it rather than the graduate program as a 
result.  It was suggested that the Departmental Masters' should be at the graduate school rate.  Mr. 
LaFontaine thought that that program might be treated as a professional school rate, but nonetheless there 
might be a price differential which would affect enrollment. 
 
 One Committee member suggested the Committee take action on this issue and moved that 
Departmental Masters' rates should be at the rate of Graduate School.  One major reason is that it might 
discourage the maintenance of programs outside the administration of the Graduate School, or the future 
development of such programs, for the wrong reason, which is lower cost.  The motion was seconded.  [It 
was clarified, in discussion, that the document itself would not be amended--it is the final report of a 
group which has now been disbanded.  Action by the Committee on items in it will be considered advice 
to the administration and Regents and would accompany the report wherever it is circulated, including to 
SCEP and the Consultative Committee.] 
 
 It was observed by one Committee member that the uniform undergraduate rate was a good idea 
but that the most complicated tuition structure at the University was at the graduate level; one could not 
intentionally devise a more complicated structure than what now exists. 
 
 A question was asked about why there are graduate programs outside the purview of the Graduate 
School.  The answer seemed to be that it is a result of history and also because they are professional 
degrees rather than graduate degrees.  Professor Ibele opined that it would be better if all were under the 
Graduate School; this is, he observed, "a bit of untidiness that should be cleaned up."  The programs also 
tend to fall through the cracks in terms of review; there needs to be a regular review process to ensure that 
the appropriate quality is maintained. 
 
 Asked about General College, Mr. LaFontaine said that its rate, like all lower division rates, would 
go up.  This means, it was then suggested, that access could be denied because of costs.  This was the 
reason for the focus of the access on student aid, Mr. LaFontaine replied. 
 
 As far as the Masters' programs in Education are concerned, it was noted that these are primarily 
licensure programs rather than graduate programs.  Licensure, however, it was maintained, can be 
obtained without also obtaining the Masters' degree, but where it is the programs which lead to the 
Masters' degree--which implies a certainly scholarly threshold having been met--to which the motion is 
addressed.  Another result which might result, it was argued, is that if the tuition for these programs goes 
too high, students will go elsewhere to obtain the credentials they need. 
 
 The possibility of soliciting comments from Dean Gardner was suggested and rejected, but only 
because of the press of time.  Professor Shapiro pointed out that Dean Gardner could respond to any 
motion passed by this Committee and should, in fact, be asked to do so. 
 
 It was noted that there are other Departmental Masters' programs, although the vast majority of 
these students are in Education. 
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 The motion before the Committee, as amended, was that "the information contained in Slide 5 [of 
the presentation to the Regents] be amended so that the Department Masters' rate should be no lower than 
the rate of the Graduate School."  The motion was approved without objection. 
 
 Mr. LaFontaine was asked about providing need-based aid by charging higher tuition.  It would, he 
said, amount to something like charging an extra dollar per credit hour, or some percentage more than 
what operations requires, and putting the money in a financial aid pool which would go to students on the 
basis of demonstrated need.  This would, it was observed, in effect be a mandatory (and non-deductible) 
charitable contribution.  Mr. LaFontaine pointed out that this is similar to virtually all tuition structures in 
private institution; it is also a practice used at some public institutions (Michigan being one example).  It 
is also already done, in a small way, at Minnesota. 
 
 The task force did not deal with lab fees, Mr. LaFontaine told the Committee in response to a 
question. 
 
 Asked about whether the increased access to courses recommended by the task force is intended to 
result in more course seats or if it would transfer existing course seats among different students, Mr. 
LaFontaine said the intent was that there be additional course seats.  There will be a need for additional 
resources and the administration understands this. 
 
 There was objection to the identification of specific schools to be used as the peer institutions in 
determining the tuition rates for the health sciences professional schools.  The particular schools named 
are not the same as those previously provided to the Committee.  The inclusion of new schools caused 
some surprise; Mr. LaFontaine and Mr. Berg explained the reasons why the lists were changed but noted 
that they had no vested interest in which schools were used so long as it was an appropriate one upon 
which all seemed to agree.  It was also pointed out that which schools are to be used has frequently been 
the subject of discussion.  It was suggested that lists of particular institutions should only be used with the 
consent of the deans; it was also moved that a school be deleted from the list for one of the Health 
Sciences units.  
 
 After some considerable additional discussion, it was agreed that the original motion should be 
dropped.  Given that Academic Affairs, apparently in response to a request from the Committee, is 
soliciting information from departments on what the peer group or groups for the University should be, it 
would be inappropriate for the Committee to act on the inclusion or exclusion of any particular schools--
but the information is not now available.  The attention of the Provost should be called, instead, to the 
process in place, and it was moved that the decision about the market comparison group should be 
deferred until the study is completed. 
 
 The motion was approved without objection. 
 
4.   Discussion about the Faculty Retirement Plan 
 
 Professor Shapiro welcomed to the meeting Professor Richard Goldstein, chair of the 
Subcommittee on the Faculty Retirement Plan of the Faculty Affairs Committee.   
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 Professor Goldstein began by recalling that many years ago the Faculty Retirement Plan was set up 
so that there is a "notch" at the $5000 salary level:  For the first $5000 of salary, the University makes a 
contribution of 2.5%; for everything above that, it is 13%.  There is a problem with the notch; for a long 
time many have felt it was inequitable because the actual percentage contributed increases as salary 
increases.  Today it runs afoul of non-discriminatory clauses of IRS provisions.  In trying to change the 
technical nature of the plan, the University's lawyers informed the subcommittee, the notch would have to 
be eliminated voluntarily--or the IRS would require it. 
 
 There are two ways the notch could be done away with.  A fixed percentage contribution at all 
levels could be maintained either by slightly decreasing the percentage paid (thus requiring no change in 
the actual amount of money contributed by the University) or by eliminating the notch altogether and 
retaining the 13% rate across the board.  After long discussion within the Subcommittee as well as by 
Faculty Affairs, it was decided to request an additional 10.5% be added to the first $5000 so there is a 
uniform 13% contribution rate.  This would require $525 per participant or a total of about $2,000,000.   
 
 Discussion with Senior Vice President Donhowe led to the conclusion that the only place these 
funds could be obtained would be from the salary increase funds; a rough calculation is that this would be 
about 1% of the salaries or about .75 or .8 percent of the total compensation funds.  Salary increases 
would then be reduced by this amount.  Professor Dittman, chair of Faculty Affairs, reported that SCFA 
had unanimously passed a motion in support of the proposal to leave the rate the same and eliminate the 
notch. 
 
 One Committee member expressed support for the revenue-neutral proposal instead.  Several items 
have already been charged against the salaries--health care costs, equity settlements for women--and 
faculty are feeling that the raises are too small, well below what is read about in the paper.  In response, it 
was noted that the change proposed provided a before-tax raise for all employees (since that amount 
would go into retirement funds) and also that nobody on the faculty loses from the change.  To change the 
rates would mean that some would be putting away fewer dollars in their retirement funds, although that 
would occur with those being paid higher salaries--but there would be some "losers."  This would also, it 
was pointed out, permit faculty to put aside additional tax-deferred dollars at a time when they are no 
longer eligible for IRAs.  The Task Force on the Elimination of Mandatory Retirement has also requested 
the change proposed.  In response to all of these comments, however, note was taken of the age of the 
Committee members and other groups which had considered it; younger faculty are much less worried 
about their retirement than they are about paying for food and daycare expenses--they won't like this.   
 
 A query was posed about how Minnesota's 13% compares with peer institutions; Mr. Berg said the 
University is about third in the Big Ten.  Professor Goldstein said there are a few plans which range up to 
16% but Minnesota is on the high end. 
 
 Asked about how Minnesota compares with others in terms of the waiting periods and the cost of 
dropping it, Professor Goldstein said it would cost much more to drop that than it would to drop the 
notch--approximately $3.75 million.  He added the waiting period is also an issue with the IRS, although 
not nearly as important as the notch. 
 
 Professor Shapiro inquired if anyone wished to make a motion to approve the proposal or if hearing 
it was sufficient; there was no motion made.   
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5.   Discussion of the Budget Process Proposal 
 
 Mr. LaFontaine rejoined the Committee to discuss the Budget Process Proposal, a document 
distributed earlier with the agenda; he distributed another set of slide copies previously presented to the 
Regents. 
 
   Mr. LaFontaine first called the attention of Committee members to information about the progress 
to date in having the budgets approved by the Regents reflect the Academic Priorities document as well as 
to future State funding prospects (which are not positive). 
 
 The four elements of the budget process are budget planning, budget development, budget 
administration, and budget reporting.  Budget planning includes:  "macro level scenario development"; 
annual planning parameters; budget hearings on unit outcomes and performance; and formulation of 
campus and college allocations.  It also includes the development of a "performance management" 
initiative, initially in Finance and Operations for application to service units, to improve internal 
management, demonstrate accountability, and assist in budget allocations.  Another element is space 
occupancy charges, to be assessed in 1991-92, a subject which they would return to the Committee to 
discuss.   
 
 Budget development is essentially the process all departments use in preparing their budgets; 
attempts are being made to improve it.  Budget administration activities are being focussed on providing 
tools so departments can understand their budget status and what has occurred; the emphasis is on 
information and flexibility rather than control.  Budget reporting will include an all-funds budget for the 
Regents but also highlights of action the Board will need to take.  There will be standard reporting forms; 
ad hoc reports are more difficult because it appears that the numbers change. 
 
 Mr. LaFontaine next told the Committee of the budget calendar for the year.  Planning parameters 
were discussed by the Cabinet in December and provided to the colleges and campuses in January.  
Hearings have been taking place during January and February (both administrative as well as collegiate 
units). 
 
 Mr. LaFontaine was asked where the Committee fits into the calendar, given its charge to provide 
advice on the development of the annual budget.  He said that as specific recommendations are 
formulated in March--after information has been gathered--the administration would return to the 
Committee in advance of submission of materials to the Regents.  (Development of the biennial budget 
will not take place until later, mostly during the summer.)  Mr. LaFontaine also acknowledged, in 
response to a query, that after the Cabinet had developed the planning parameters in December they 
should have been brought to the Committee; he said he should have provided them.  It was suggested that 
the Committee should be involved in the process earlier so it can discuss philosophy--rather than be 
presented budget proposals to which it can react.  Coming in late makes it impossible for the Committee 
to react in any way which might have an impact.  Mr. LaFontaine pointed out that this is the first time the 
University has used this process and that it is still possible to change the planning parameters. 
 
 An inquiry was made about the five colleges which were, under Academic Priorities, to have part 
of their operating budgets retrenched; one of them, it was noted, has been given a five-year moratorium.  
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How was that decision made?  The units all paid the first year retrenchment, through various means; after 
that, it was determined that Education would no longer have to pay. 
 
 Associate Vice President Foster reported that the decision had been made by Acting Senior Vice 
President Shirley Clark--who was in a very awkward position because she is a faculty member in 
Education.  She discussed the moratorium with the President and with her senior staff; the decision was 
made only after it had been approved by the President and she had been assured by Academic Affairs 
senior staff that it was not a biased decision. 
 
 There was brief discussion of how the original units were designated for cuts; subsequent action by 
the Board of Regents had only been on one-year cuts, rather than the longer-term plan. 
 
 One Committee member recalled that the Committee had been presented with information, earlier 
this year, about which units had been cut and that Academic Affairs had been asked to return to report on 
strategies that had been used to absorb the cuts; this decision about Education had not been provided.  
The decision, it appeared, was made prior to the presentation of information to the Committee--and the 
Committee was thus given "a package of information which was not entirely complete and revealing." 
 
 It was agreed that the discussion should be continued at the next meeting. 
 
 The Committee adjourned at 5:00. 
      -- Gary Engstrand 
 
University of Minnesota 


