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Minutes*PRIVATE 


Faculty Consultative Committee


Thursday, January 6, 1994


9:00 - 12:00


Room 238 Morrill Hall

Present:
Judith Garrard (chair), Carl Adams, John Adams, Mario Bognanno, James Gremmels, Robert Jones, Karen Seashore Louis, Geoffrey Maruyama, Toni McNaron, Harvey Peterson, Irwin Rubenstein, Shirley Zimmerman

Regrets:
Lester Drewes, Kenneth Heller

Absent:
None

Guests:
Associate Vice President Mark Brenner, Professor Morris Kleiner (Faculty Legislative Liaison), President Nils Hasselmo, Donna Peterson (Director of State Relations), Professor Craig Swan (To-be-president, University of Minnesota Faculty Association)

Others:
Rich Broderick and Maureen Smith (University Relations), Martha Kvanbeck (University Senate), Executive Director Barbara Muesing (Regents' Office)

[In these minutes:  Legislative issues; (with the President:) the budget, Responsibility Center Management, the health sciences; participation in planning; the draft conflict of interest policy; meeting on copyright issues]

1.  
Discussion of Legislative Issues

Professor Garrard convened the meeting at 9:05 and announced that the meeting, with the consent of FCC members, would be closed in order to discuss legislative issues.  In the course of the hour-long discussion with Ms. Peterson and Professors Kleiner and Swan, the following points were touched upon:


--
Legislative action likely in 1994


--
University issues before the legislature


--
The state bonding bill


--
University bonded indebtedness and its implications


--
The process for state adoption of a bonding bill


--
The role and goals of the Faculty Legislative Lobbyist


--
The rule and goals of UMFA


--
The role faculty can play with respect to the legislature


--
The role FCC can play in legislative relations


Professor Garrard thanked Ms. Peterson and the two faculty members for joining the Committee.

2.  
Discussion with President Hasselmo

Professor Garrard next welcomed the President to the meeting, who began by distributing the Resource Allocation Guidelines to be presented to the Board of Regents next week.  He reviewed briefly the nine options that had been prepared [discussed more fully in the minutes of the Finance and Planning Committee in recent meetings].  The final column contains the financial status at year's end with each of the nine options; the deficits range from zero to $9 million.  For any deficit, the President observed, the University will have to find additional income or permanently reduce expenditures.


His recommendation to the Board of Regents is as follows:


--
An $8.4 million increase in tuition:  3% for general revenues and 2% for quality improvements, about which the University must be specific.


--
A 6% salary increase for faculty and staff, centrally funded so that units do not need to come up with the funds.


--
A 3% increase in non-salary expenses.


--
A Strategic Investment Pool (SIP) of $8.5 million.


These recommendations lead to a projected shortfall of $7.5 million, which will have to be made up by reductions in the 0100 budget.


One Committee member asked the President to explain why he recommended a larger SIP since plans are not ready and the University will have a harder time spending the money wisely--and create a larger deficit besides.  He and his colleagues have wrestled with that issue, the President said.  First, they are trying to impose a harsh discipline on themselves as an administration to take action.  Second, there is a backlog of initiatives related to U2000 that can be invested in, the total cost of which is much larger than $8.5 million.  In particular there are initiatives about the quality of the student experience that must be funded inasmuch as 2% of the tuition increase is to be directed to quality improvements.


Asked if the Committee would know how the funds would be allocated, President Hasselmo said he has insisted that his administrative colleagues be VERY explicit about where the $7.5 million to be retrenched comes from (and not across-the-board) as well as where the $8.5 million will go.  He said he is aware that his constituents are not going to sign a blank check.


Where will the money go?  The President repeated that some of it will go to improvements that have a direct impact on students, such as communication with them, getting financial aid to them effectively, ensuring the logistics of registration are dealt with, and continuation of other initiatives in undergraduate education.  


Where will the $7.5 million come from?  The President told the Committee he would not just say there will be program cuts.  There is, for instance, an enrollment question; units must be sure they are operating at full capacity, something the University has not done a good job at.  In areas where there has been under-enrollment, there exists the possibility of additional tuition revenues.  Efficiencies in administrative and support activities may also be possible.  The latter, it was pointed out, are usually achieved over a longer period--while the budget will require short-term cuts.  His aim is to move toward what the University should look like in the year 2000, the President pointed out; if so, it was replied, then some kind of bridge funding will be need to be considered.  The President agreed.


One Committee member recalled having been persuaded by Dr. Infante that it would be possible to deliver 6% salary increases without distributing 6% to units--and thereby avoid a larger deficit.  Why was that changed?  That was the subject of intense discussion, the President said.  It would not be wise to budget in a way the undercuts the accountability, prudence, and effective management of the colleges.  Nor will funds be taken from colleges simply because they are there.


Of the nine options, said one Committee member, the one that the President has recommended is the one closest to the view espoused by this Committee (although there were a few who had questions about some parts of it).  One can see that departments and colleges could retrench in two ways--to cover a $7.5 million deficit or to cover 6% salary increases.  There is no way around it--there is a price to be paid and it's worth it because the future of the University hangs in the balance.  If faculty salaries are not meaningful, the University's situation in 2000 will be bad.  One can be pleased with the option the President has recommended, even though it is costly--and one can be glad that the administration is thinking about targeted reductions and increasing enrollment to capacity.


If additional funds do not materialize, activities will need to be curtailed; the President was asked to expand on which ones.  Ultimately, he replied, it could be academic programs, although that is an alternative he is trying to stay away from because academic programs were cut in 1990-91.  The changes will not be easy, he pointed out, but they will be feasible ones, not entire colleges or departments.  They will be budgetary adjustments throughout the institution.  Nor will they be imposed rapidly, but rather through planning--but the changes will be made.  Some short-term banking arrangements may have to be made, and windfalls will be used if they appear.


The SIP is reportedly to continue into the future and should be the basis of calling forth faculty and staff imagination on how best to improve the University.  In the first year of the SIP it would behoove the University to spend the money on highly visible goals that all can see--and the expenditures should be linked to specific improvements.  The SIP is the carrot that can drive the planning process, even though it may not be used that way this year.


Professor Rubenstein reported that the Finance and Planning Committee preferred a much smaller SIP.  The option the President has recommended, however, is also a good approach, because it does challenge the system to seek efficiencies and additional income as well as to change itself by some small percent each year.


Another Committee member expressed support for a continuing and substantial SIP.  One concern, however, based on research done on planning (that does not reflect at all on President Hasselmo) is that there seems to be an inverse relationship between the quality of a college's planning and the amount of money it lost or received.  To what extent are units rewarded (1) for imaginative planning and effective internal reallocation, and (2) for simply being central to the University's mission?  Some units have engaged in very serious planning; others have simply bought a plan.  Centrality does not necessarily correspond with a planning process of quality; those faculty who do invest in planning then feel that their efforts are undermined.


This is an instance, the President observed, where criteria can conflict:  a unit may do very effective planning but be less central--or reduced to eliminate program duplication.  Another problem, he pointed out, is that the planning and budget cycle is critical--but if there is no effective way to evaluate plans and reward achievements, then the system will not work. Units are willing to make hard decisions, it was then said, but those deemed central should be told that they will not receive additional funds until they engage in serious planning.  The President said that option should be considered once the system is in place.  This is an important issue, he was told, because otherwise planning will not be taken seriously--it will be seen only as an exercise for the Regents.


Professor Garrard summarized the comments of FCC members about the SIP:  (1) the criteria must be spelled out, especially to faculty; (2) the choices must be clearly stated; (3) there must be evaluation of the impact, in a year, of the funded projects; and (4) the communication of all three, especially to faculty, is very important.  The communication, however, cannot be just to this Committee--it must be to the University community of faculty, staff, and students.  The President agreed, noting that there is a special obligation to demonstrate to students what has been accomplished in the way of quality improvements inasmuch as 2% of the tuition increase is to be used for those purposes.


The President then said he wished to alert the Committee to the fact that he has been considering Responsibility Center Management [hereinafter RCM].  Institutions that have tried it are being looked at; used primarily in private institutions, only Indiana University in the public sector has implemented it.  The implications of adopting RCM at the University are being explored; Senior Vice President Infante is preparing a schedule for making a decision--it is a matter upon which one must make a "go" or "no go" decision.  The issue will be reviewed with faculty-student committees over the next few months.


RCM means that areas in the University will be identified--they could be colleges--and their revenue generation would be evaluated (tuition, gifts, ICR funds), and the units would be expected to pay for services they receive from the University.  RCM creates certain management incentives, although it is not simple to implement.  It puts pressures on the accounting system in the management of the centers, and they would still be regulated industries rather than be allowed to be completely opportunistic.  The two senior vice presidents will pursue this matter with the Committee.


RCM is more than just budgeting, the President said in response to a question, and said he believed that at Indiana it does include physical facilities.  There are questions about some services, such as the libraries; it may be that some will have to be treated as a public good.


One Committee member pointed out that allocation of costs is a complex matter.  One could do an analysis, using RCM, or make management changes; the University should do the analysis before changing the whole management structure.  The President agreed and said he has asked for case studies using the extreme cases--it is, he observed, easier to use RCM with a college like the Law School than it is for CLA.  The case studies can reveal the implications of RCM.  The studies should also look at units where income fluctuates a great deal, said another Committee member; where grant funds may drop, for instance, commitments could be endangered, and RCM could be unrealistic in areas with volatile funding sources.


Asked about the pros and cons of the approach, the President said the pros are that units would begin to consider it their responsibility to have full enrollment and to attract top-notch students, for example--they would have to provide attractive services in order to be competitive. Another pro would be that space would no longer be seen as a free good--units would have no incentive to hide five conference rooms and would ask if they are using their space efficiently.  The incentives of RCM could perhaps be accomplished by analysis rather than management change, he added.  He was urged to do the analysis first anyway because of the complexities involved.


The cons of the approach, the President continued, are that some units are almost totally dependent on state funding and they must not have conditions imposed on them that they cannot meet.  Other units can generate outside revenue, and RCM must not lead to even more "haves" and "have nots" than is already the case.  RCM, he observed, will also test the capability of management in the centers; it may require significant training.  Moreover, he pointed out, the CUFS system is not constructed for RCM.  


Asked what it would cost to implement, the President said there would probably be significant short-term costs but that in the long run RCM should create incentives to use funds more effectively if it could be implemented.


Asked if RCM could hurt interdisciplinary work, the President allowed that that could be a con and that one question would be how to build incentives for interdisciplinary work.  RCM could lead to competition among the colleges:  they could try to grab students and teach everything themselves rather than let other units do it.  An important question is how to ensure a sharing of responsibility for educational enhancement and to avoid a focus solely on revenue generation.


To talk of RCM will require that the idea of what a "center" is will have to be resolved. No system will work in an academic institution unless the faculty are partners in it and have an incentive to cooperate.  In this case, what one sees is a blank--it is not clear how line faculty will understand the issues or how their lives, opportunities, and commitments will be affected by a different management scheme.  These issues must also be thought through.  It may be, the President responded, that it would be worthwhile to send a group of faculty to Indiana University to examine their use of RCM.


Discussion then moved to other topics.  The President told the Committee there remains a continuing critical situation in the health sciences, especially the Medical School.  Vigorous action is being taken to maintain their status as a health care provider.  The search for the provost is under way and the individual to be appointed should be identified by March.  Responsibilities of the positions of provost, president, dean, and health systems board are being defined and the University is trying to ensure there will be clear line responsibilities--with the provost in charge, reporting to the University President, and with a strong role for the board.  President Hasselmo said he could not thank Win Wallin enough for the work he has done.  


There will be continue to be "flare ups" about ALG in the public arena, the President reported, about the extent to which people were aware what was occurring and could or should have taken action.  His instructions 18 months ago, he said, were to pursue all leads and identify responsibilities.  But there will be controversy about who was responsible.  The system had flaws and was incapable of performing the oversight required but he did not, the President told the Committee, find individuals who hid or did not act on information--and the ALG program itself was very defensive, beating back attempts to penetrate the veil of secrecy.  


A couple of facts that have not been seen or emphasized in public are these, the President said.  First, in May, 1989, the FDA and the ALG program entered into a cost-recovery agreement, effective for five years.  There was a valid agreement in place.  Second, in 1991, an oversight board was appointed in the Medical School--but it was later discovered that the board, for some reason, never met.  


These explain part of the administrative dynamic, the President said, in combination with the ALG program providing narrow assistance and misleading information.  When the FDA came to him with its investigation, he began to understand the magnitude of the problems.  He said he wants the hard questions asked and open communication, although there will be some constraints because of the legal proceedings still in process.


One Committee member then expressed appreciation for the article the President had quickly written in support of the two faculty in the Medical School who had been treated so shabbily by the Star and Tribune in the "fish" story.  There was nothing in the article that suggested the two had acted unethically or in violation of University regulations.  Other Committee members concurred.  President Hasselmo said he felt it important that he respond.


Attention returned to the Strategic Investment Pool.  One Committee member recalled the language of the Faculty Senate resolution in support of U2000 calling for consultation.  It would be unfortunate, it was said, if the $8.5 million for the SIP were seen by faculty as a plan for implementation already in place.  The President might wish to discuss that resolution with his colleagues and the need to get back to the Senate with details.  The President said that University College is also a specific proposal moving forward that will be presented again soon.


The President thanked the Committee for its time and for the support of U2000 at the Faculty Senate.  He said he understood the concerns and knew that faculty leadership made faculty support possible.

3.  
Report from the Committee on Faculty Affairs; Planning

Professor Garrard recognized Professor Carl Adams, who told FCC that the Committee on Faculty Affairs would soon come to it with a resolution of concern about faculty participation in planning.  The subject is not new, but what SCFA has seen thus far, the structure for faculty participation is not clear. 


He said he was also concerned about the concept of the SIP because, in the coming year, there is the impression that everyone will "get nicked" to set up the SIP--but there is little confidence in the way the administration might make use of the money.  There will be a negative perception that this is one more way for the administration to take money accompanied by a lack of confidence in the mechanism for distributing it.


Professor Garrard said she has emphasized that the mechanism for deciding how the funds will be used must be known and that the results must be evaluated.  This Committee may like the idea, it was said, but many will not.  It was noted that the Finance and Planning Committee had made it clear that in their view budget instructions to the units must include a proviso for faculty participation and evidence that it occurred.  


One Committee member emphasized again the point about the seriousness with which various units are taking planning.  One has hired someone to do its planning; the deans will not fight among themselves about the quality of the planning being done.  But some take it VERY seriously and it is inappropriate to reward sloppy planning.

4.  
Conflict of Interest Policy

Following a short break, Professor Garrard welcomed Associate Vice President Brenner to discuss the current draft of the Conflict of Interest policy.  This meeting was for discussion only; the policy would be brought back later for possible action and placement on the Faculty Senate docket.  Consultation on the draft is not yet complete; all faculty will have a chance to see the draft when it is published in Research Review next week.


Dr. Brenner said he has been meeting with various groups to review the draft.  Earlier he had been revising the policy every day; this represents a "stabilized draft."  He reviewed the major changes since the Committee had last seen the report.


There are now only three categories of external relationships covered by the policy.  Category I is those normal faculty activities not considered to be a conflict of interest and that do not require disclosure.  The policy no longer requires that individuals give the royalties to the University when requiring their own text; that policy would be impossible to implement. The present language simply refers to the existing University rules, which require that the approval of the department head and dean be obtained.  It was suggested that if Category I activities are considered to be normal to academic life, the heading should make that clear.


Category II contains two levels of external partnerships with the POTENTIAL for conflict of interest, in some cases significant, that must be disclosed and reviewed administratively before the faculty member can proceed.  Category IIA consists of those arrangements in which the only financial interest is the receipt or potential for receipt of royalties through the University's royalty-sharing policy.  These activities are described as having a minimal to moderate potential for conflict of interest.  Category IIB covers relationships where there are other financial relationships (from consulting to being a partner in a company doing work for the University) that can be of significant magnitude (e.g., the faculty member as major stockholder in a company sponsoring clinical trials at the University).  The policy will not automatically forbid such relationships but will require close administrative review.


Asked why clinical trials--a specific methodological design--were so explicitly covered in the text of the policy, Dr. Brenner said it is because the Academic Integrity Committee believes clinical trials are one type of research activity where there is considerable risk for conflicts of interest--that is the reason for the explicit language.  Several Committee members suggested substituting a more generic term because specifying clinical trials leaves a large loophole for individuals NOT using clinical trials.  Dr. Brenner pointed out that another section of the part about Category IIB activities addresses research in general.


One Committee member inquired if there were unsettled areas of the policy with which FCC could help.  Dr. Brenner said there were.  One has to do with the term family; must an investigator find out what the investments of his or her siblings and parents are?  Dr. Brenner said that NIH and NSF are coming out with policies that address the question in a similar way:  the people whose investments an investigator must be concerned about are those of a spouse and other dependents as defined by the IRS.  The University will comply with those policies.


Another suggestion has been that the University use two definitions, the one based on IRS regulations and another more constraining one calling for an investigator to reveal a conflict of interest if activities would benefit any family member IF THE INVESTIGATOR KNOWS (e.g., one knows a parent owns stock in a company the investigator is working with).  


Committee member views on this issue were divided.  One said there could be a large loophole if the more stringent definition were not used and that assets could be transferred among family members; another said it would be impossible to enforce and that it was nobody's business what adult children or parents of faculty members invest in.  Another noted that the IRS definition would automatically include only heterosexuals, so all gays and lesbians would be off the hook.  Following a number of exchanges among Committee members, Dr. Brenner cautioned that he did not want to see the entire policy die on the Faculty Senate floor because of this issue and that some compromise would have to be developed that would be fair, even-handed, and without loopholes.  


The review process is another element that needs additional consultation, Dr. Brenner said.  The committee developing the policy agreed on a model for review, but it did not meet with wholehearted support from Vice President Petersen.  Dr. Brenner explained the current provisions of the policy.  


--
In the case of Category IIA (royalties), the department head would be the individual responsible for making a recommendation, with a "yes" or "no" by the dean--it needs further review or it's OK.  The review should be completed in 30 days.


--
In the case of Category IIB (more significant potential for conflict of interest), the dean would be the individual with primary responsibility for a decision; the department head would make a recommendation to the dean, but the dean would be the key player.


--
All Category IIB activities are to be referred to a conflict review committee for advice and recommendation; the committee would be composed of peers from within the "cluster" (75%) and from other units (25%).  "Cluster" here is the loose term for units such as the Institute of Agriculture, Natural Resources, and Human Ecology or the Arts and Sciences.  The conflict review committee would either endorse the dean's recommendation or provide advice to the dean on a specific course of action.  The dean would determine the course of action and seek the concurrence of the appropriate vice president.


--
The appropriate clusters for the coordinate campuses would have to be identified.


The concern of Vice President Petersen is that the Task Force on Public-Private Partnerships recommended there be a standing committee consisting primarily of individuals from outside the University.  This committee should meet regularly and provide advice on interactions of the University with the private sector.  That committee has been established (its name is the Public/Private Partnership Committee [hereinafter PPPC], but its role is not yet settled.  There would be an annual report to the committee but it should also perhaps assist in review of proposed activities that are particularly complex, on referral from the vice president.  As a result, the proposed review process could be modified to incorporate the PPPC.  It would not DECIDE issues, but Vice President Petersen believes the individuals on the Committee could be of help--and the University would be better off if they were to endorse proposals that carried a high potential for conflict of interest.


Dr. Brenner stressed that he would like, to the extent possible, to avoid making the process too bureaucratic.  Some Category IIB activities could be quite straightforward; others could require considerable review and guidance.


Asked if this process would be demand- or calendar-drive, Dr. Brenner said it would be demand driven.  Administrative review of a proposed activity will be initiated at the time an academic employee discloses an external relationship and proposes to proceed with a specific activity.  This will most often occur at the time the University receives a gift to support research or when a proposal for external funding is submitted.   All possible conflict of interest questions will be resolved by the time the funds are provided.  Accounts would not be set up until those issues are resolved.


Dr. Brenner also pointed out that the policy does not provide for "grandfathering" any existing activities--all of them must be reviewed.  Similarly, if a new faculty member brings research activities with him or her to the University, those activities must also be reviewed.


Asked how much work he foresaw for the PPPC, Dr. Brenner said that at Johns Hopkins a similar group reviews about 40 proposals per year.  The Medical School has about 100 such projects per year, but what the number that would require committee review would be is not known.


There are two separate groups involved, one Committee member pointed out, the cluster conflict review committee and the PPPC.  These can be used whenever an advisory group is needed, and they will also work on policy matters, but they will not be involved in the review process unless asked to be.  Their participation could be more than annual, depending on frequently their counsel is sought.


There is no national consensus on how to deal with conflict of interest, Dr. Brenner said.  There needs to be a body of case histories, which will develop in the next several years, and it will then not take so much time to promulgate policy.  It is probable that the PPPC would be used more in earlier years than later.


The other major issue, Dr. Brenner told the Committee, is the definition of financial interest.  At present the University defines it more stringently than is required by federal regulations.  (It includes, for example, $5000 in capital gains.)  Committee members inquired why the University needed to be more stringent; one noted that in a competitive situation, that could work to the University's disadvantage in obtaining grants and in hiring faculty.  One reason to be more stringent, said another Committee member, is to be completely open and perhaps forestall legislative intervention; it is in part a political issue, making sure that everyone understands the University is doing its own work.


Who objects to this policy? inquired one Committee member.  Why is there a problem, in a public institution, with disclosing possible conflicts of interest?  One fear is that extra steps will be involved in doing research; another is that the activity will not be approved.  All the more reason for disclosure! exclaimed the Committee member.  Administratively, it was said, this is a minor matter--but it can help avoid big problems later.  Dr. Brenner agreed that it would help forestall media attacks on the faculty.


There are items that raise questions, commented one Committee member.  First, it is important to sharpen the definition of conflict of interest and a POTENTIAL conflict of interest; the latter case should not be covered by the policy until the actual conflict develops.  Second, the disclosure required by the policy could mean making public a lot of information faculty want to be private--not information they want to hide, but information that they want kept private in order to avoid witch hunts.  There is a question about what has to be reported.


As to the first question, Dr. Brenner said that the policy calls for disclosure of all external relationships for Category II activities in which there is a financial interest that meets or exceeds the thresholds.  But the financial interests do not have to be disclosed unless they are relevant to one of the categories of activity in Category II.  Examples where a financial interest would NOT need to be revealed would be owning an apartment building or working as a consultant to a company in which the activities is not related to any of the individual's job responsibilities for the University.  The $5000 figure is an income threshold, not the interest in a company.  The annual disclosure form, Dr. Brenner concurred, is intended to serve as an institutional assurance, a report from faculty on what they have already done.  It does NOT ask for additional information but is intended to offer an assurance of compliance.


Another source of concern is language in the policy providing that the appropriate administrator may ask for additional information about the activities of a faculty member.  Does that mean they can ask for ANYTHING?  The language is open-ended; are there limits?  This is new language, Dr. Brenner said, added at the request of the General Counsel's office, because people have in the past refused to provide information.  Then there needs to be a body to review requests for additional information; this language is too broad, it was said.  But this, argued another Committee member, is a case when a faculty member wants something approved--if the approval is to be obtained, the information must be provided.  There is, it was responded, no limit to what the administrator may ask for.  The policy language, another Committee member suggested, should make it clear the request must be related to the proposed activity.


Professor Garrard thanked Dr. Brenner and noted that the policy would be brought back to the Committee in the near future.

5.  
Copyright Issues

Professor Garrard then inquired of her colleagues if they would be willing to have a one-hour Senate Consultative Committee meeting on January 20 to discuss copyright issues.  The academy, she noted, is supporting publishers through its research and grants--and the publishers are now requiring faculty to obtain permission to use reprints and to charge students.  Although copyright protection in some form is needed, the situation appears to be out of balance.  SCC should learn more about the issues and consider drafting a resolution for the University Senate asking the President to take a stand, both as University President as well as incoming President of the National Association of State Universities and Land Grant Colleges.  The point of the discussion would not be how individuals are affected, she said, but how academe is affected.  Neither the University nor any resolution would solve the problem, but it should perhaps take a stand.


FCC members agreed that such a meeting would be useful.


Professor Garrard then adjourned the meeting at 12:15.







-- Gary Engstrand

University of Minnesota
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