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BUSINESS MEETING 

I. CALL TO ORDER  

President Trustee Walda: The purpose of this special session of the Board of Trustees is 
to consider and approve tuition rates and our budget for the forthcoming years. That is 

our only item of business today unless something comes up under old or new business. 
I think we can begin by asking Vice President Palmer to make a presentation with 
regard to tuition rates, dedicated fees and the Indiana University operating budget for 
2001-2002.  
President Brand: Mr. President, may I make a couple of comments. We have been 
engaged in an intense series of discussions with the trustees on our numbers and 
budgets. It has been as intense as we have ever done; and probably more intense than 
any previous tuition-setting exercise. We have been very serious about setting this 
tuition and looking at the budget in great detail, not only at the campus level, but down 
into the school level, as well. We have had extensive conversations, individually, with 
the trustees. We have tried to listen and accommodate trustee wishes, though I must 
say sometimes not all the trustees agree on the same point. It would be impossible to 
accommodate everyone at every point because that would be inconsistent, but we have 
tried, as much as possible, to accommodate the individual concerns expressed.  
Let me say a word, in general, about tuition. No one should ever set tuition in a 
vacuum. Tuition is not a number that one sets in order to see what the market will 
bear, or how much the students will accept. What we have done, and what I think is 
appropriate, is determine the academic goals and priorities that must be met. Then one 
must determine how much you can tighten your belt in order to meet those priorities, 
one must look at all the revenue sources -- state, private and so on -- and then find 
out how much of the tuition you really can raise in order to meet those academic 
priorities. In other words, tuition- setting is always lead by academic priorities. Market 
considerations are certainly relevant, as are political considerations. They are 
absolutely relevant and they make sense, but the driving force must always be the 



academic goals of the institution.  
We have determined that there are two academic goals that must be met by this policy 
this year. Each campus of Indiana University is different. There are some similarities, 
but the differences must be respected. On the Bloomington campus, the single highest 
priority is competitive faculty salaries. This board has set a goal of reaching 60 percent 
against peers, which are the public Big Ten institutions. Though we have worked hard 
over the last several years in reallocating for faculty salaries, we have not made much 
progress, although we have seen a few gains in the associate, and especially in the full 
professor level, but overall, there has been inadequate progress. We must make 

progress on that goal in order to remain competitive.  
We, like our neighbors to the north, Purdue, are experiencing very serious competitive 
offers on our leading faculty from both public and private institutions across the nation 
and in the Midwest region. Faculty are the single most important aspect of a quality 
institution, and unless we have competitive faculty salaries we will find ourselves in a 
position we would not at all be happy with. So our priority on the Bloomington campus 

was competitive faculty salaries.  
On the other campuses, while salary issues are not irrelevant, there is a higher priority 
issue, and that is retention to graduation of our undergraduate students. Each of our 
campuses needs to improve its retention-to-graduation rates with the exception of 
Bloomington, which is already well above what would be expected given the incoming 
test scores of students. Our other campuses need improvement, and we have designed 
a program that we believe will have a positive effect on the retention rates. With these 
introductory remarks, I'll ask Vice President Palmer to make her presentation.  

II. NEW BUSINESS  

1. Approval of tuition rates and dedicated fees for FY 2001 – 2002  
2. Approval of the Indiana University Operating Budget for FY 2001 - 2002  

Vice President Palmer: What I would like to do initially is give you a sense of what we 
go through as we are modeling the budget, and by "the budget," I am going refer to 
both the revenue side as well as the expenditure side because, as President Brand has 
stated, we don't establish any recommendations, either for budget expenditures or for 

tuition increases, in a vacuum. We are constantly trading off priorities to end up with a 
balanced budget because that is one of our requirements. In doing that, let's take a 
very quick look at what the planning process for the budget really goes through (See 
Appendix B).  
The first step is to look at revenue projection; to look at exactly how many resources 
we know we are going to have without making any decision about a tuition 
recommendation.  
This past year, not only did this board engage in a number of discussions about 
spending priorities, but you all worked very diligently on behalf of Indiana University 
during the General Assembly's session to ensure that the best possible increases were 
made available to Indiana University, given the state's difficult economic 
circumstances. So if you look at it from that perspective, we started to build our 
revenue projections more than a year ago. We talked about the requests we were 

going to present to the General Assembly, and then we followed that throughout the 
entire legislative session.  
In terms of expenditure projections, you have had those discussions ongoing for more 
than a year. For many years, faculty salaries have been on the table as a high priority 
at this institution. This year the new retention initiatives became a topic of discussion 
for this board in general session as well as in your committee meetings. We also have 



to consider marketplace projections, such as what is happening with benefit costs, 
health insurance in particular, energy and utilities, and the demands for financial aid for 
our students to ensure access and affordability. All of these things are a part of our 
planning process.  
On the revenue side, we begin with the state appropriation as passed. We also have 
student-fee income changes unrelated to the change in the rate charged, but affected 
by the volume of students. Increasing, decreasing or stable enrollments all play a 
factor in projecting what revenue sources will be available in the coming year, as does 
any change in the mix of students – resident or nonresident -- particularly on the 

Bloomington campus. (That really is the only campus where we see any significant 
impact to changes in the mix.) Other income, such as indirect cost recovery -- those 
overhead costs that we recover from federal grants and contracts and some outside 
grants and contracts -- are available to departments and schools, and in some cases at 
IUPUI, to the campus for investments and research. We factor all of that in as part of 
our revenue projection.  

Let's look at the expenditure side. What are the drivers in an expenditure budget? You 
know the answer to that: The drivers are people. We are more than 2/3 compensation-
based in our budget, so decisions that you will make today about faculty salary policy 
and staff salary policy are going to be major drivers in what it will take in terms of 
revenue to support the budget. I've already touched on benefits, but our benefit 
package this year has increased.  
Next, we need to consider the academic investments. What are the key areas for 
Indiana University, not just in this coming year, but over the next three? I ask that 
because your discussions over the past 12 months have set the stage for a three-year 
planning process, particularly in the area of retention. The University Policies 
Committee has devoted considerable time and discussion to part-time faculty 
replacement, and the campuses have been very much involved in the process of 
looking at key discipline areas where it is important to reduce the reliance on the use of 
part-time faculty. Careful thought was given to the fact that we don't want to replace 
all part-time faculty. That would be inappropriate. Some of the best instruction in some 
discipline areas is available from the use of part-time or adjunct faculty. This particular 
initiative has little relevance for the Bloomington campus because there, the "part-time 
faculty" is actually the future professorate for the next generation. So therefore you will 
see a difference between the priority academic investments for the Bloomington 

campus and for our other campuses. Retention initiatives, while common to all 
campuses, will be approached at different levels, a point that Vice President Nelms has 
discussed with this board on several occasions.  
Faculty compensation remains a key concern on the Bloomington campus. At the last 
board meeting, we reviewed the latest information available from the AAUP. 
Bloomington has made some progress at the professor- and the associate-professor 

rank, but the assistant-professor rank still remains very problematic. Tenth out of ten 
and the gap is widening. This is an area that you have indicated that you have wanted 
to pay special attention to as we considered the budget.  
This will be the first year of a planned three-year phase-in. We started by looking at 
the total amount that would be required if we wanted to replace all of the part-time 
faculty that had been identified as appropriate for replacement. Let's talk about what 

that means to replace them. Right now, you may have a part-time faculty member who 
is teaching one course or two courses, or maybe more in some cases. The individuals 
who will be hired to replace that part-time faculty member will be teaching eight 
sections a year. Let me repeat, eight sections a year. That is a very heavy load. We will 
also be expecting them to participate in some other student mentoring and activities 
related to counseling and advising, which are all retention initiatives. The trustees and 



the administration didn't exactly start down that path in the discussions a year ago, but 
it became very clear that this, potentially, could be a key element in our retention 
efforts. It was not what Vice President Nelms presented, but we realized that we could 
build a base of faculty to provide additional access for students, and to help with that 
student-faculty connection.  
Frankly, it was too expensive to consider doing this in a single year. It was too 
expensive to think about doing it in two years. What do we mean when we say it was 
too expensive? Well, if you assume that at some point there is a limit to what our 
resources will be, then if we had tried to move this entire initiative into a single year, it 

would not only have displaced all other priorities, it would have cut deeply into the 
amount of money needed for the regular compensation and maintenance increases that 
have to be built into a budget each year. So, based on an extensive review, we decided 
upon a three-year phase-in.  
There are a wide variety of campus retention programs, most of which you have 
discussed previously. As President Brand indicated, the campuses are not alike in this 

regard. Some already have programs in place that need to be supplemented. Others 
will initiate new programs. But overall, the key elements include a targeted approach to 
first-to-second-year retention. We know, experts know, that if you are able to retain a 
student into that second year, you have a far better chance and probability that that 
student will achieve his or her educational goals. These retention programs cover both 
majority and minority students. They include both part-time and full-time students, and 
traditional and nontraditional students. Again, it would have been far too ambitious to 
have had all of the programs initiated in a single year, so again, we are looking at a 
three-year phase-in of the entire plan.  
Vice President Nelms has set a high standard for the success of these programs. One of 
the most important aspects of all of the new priority investment areas being presented 
to you today is that there are measures of accountability attached to each one, whether 
that is reaching a particular goal with regard to our peers in terms of faculty salaries 
and making progress on that goal, whether that is meeting the retention goals or being 
able to identify at the end of an academic year the replacement of part-time faculty 
with full-time faculty.  
We also have to take care of the maintenance budget. That really becomes the 
cornerstone of any budget-building process. What are the things that you have to fund 
before you can begin to talk about your new investments? I am now going to present 

to you President Brand's recommendation for both the budget and the revenue 
initiatives to provide the support for it.  
The first recommendation concerns faculty salaries. The faculty salary policy common 
to all campuses will be an average of 3 percent to 4 percent for continuing employees. 
This is a campus average. This does not mean that every faculty member will receive 
that percentage of increase in their salary. Faculty salaries are based upon merit and 

performance. Those decisions are made at the department and the school level, but the 
campus average is 3 to 4 percent. There are some exceptions, such as promotions, 
reclassifications and so forth.  
The staff salary policy is a little different this year. It is not a range. It is a single 
number. We haven't had a single number for a while, but there was discussion with the 
President's senior staff about how best to handle the staff proposal for the budget, and 

it was recommended that it be a single number of 3½ percent. We realize that this will 
be somewhat difficult for some units.  
Next, I want to highlight a group of individuals who previously have been included 
either under the faculty salary policy or the staff salary policy. I refer to the senior 
administrative staff, which reports directly to the president -- the vice presidents and 
the chancellors. President Brand is setting a campus or an average for that group of 2 



to 3 percent. He has also asked the chancellors, at their discretion, to consider the 
same salary policy for their direct reports. On the Bloomington and Indianapolis 
campus that would include the deans and those who report directly to the chancellor, 
the vice chancellors and so forth. On the regional campuses, it will depend upon the 
direct reporting relationships. On some campuses that would not include deans, on 
others it may. But, it certainly would include all of the vice chancellors reporting to the 
chancellors.  
Turning to benefits, let me note that we will fully fund our benefit plan. You have heard 
from Terry Clapacs and Dan Rives about healthcare costs. The figure for Indiana 

University is higher than it has been in the past, but I think we need to step back and 
take a look at our base. Vice President Clapacs and Dan Rives have worked very hard 
along with the healthcare committee to keep this number as low as it can possibly be, 
but the fact of the matter is these costs are rising. They need to be funded. This is a 
benefit that this board has provided to the employees, and we need to make sure that 
we have the funds in place to cover it.  

Financial aid is always a concern. At Indiana University, all financial aid -- federal, 
state, and institutional -- is around $400 million. Institutional aid alone this year is 
projected to be somewhere in the range of $73 million to $75 million. We won't know 
until we get to the end of the fiscal year so that number is still an estimate.  
Energy and utilities range from campus to campus, and we rely on the individual 
campuses to provide us with their best estimate in terms of their utility providers.  
Now, we are going to begin to look at the priority investments in this recommendation. 
These priority investments are going to be outlined by campus. I am going to focus on 
Bloomington first because the salary policy there is the one I think we should spend the 
most time on.  
Recall the common salary goal for all campuses will be 3 to 4 percent. That is roughly 
what inflation has been running. I think it is fair to say that in his campus budget 
meetings, the president has pushed every chancellor to come as close to 4 percent as 
possible on salaries. All campuses have salary issues to deal with. They are not all 
competing for the same faculty in the same marketplace, but they all need to be able 
to attract and retain the best faculty. But it is not possible for every campus to have 
the same set of priority investments, and as was stated, the retention initiatives are so 
compelling for the campuses other than Bloomington that those had to take a higher 
priority.  

In terms of Bloomington faculty salaries, we are proposing today that we add an 
additional 2 percent to that 3-4 percent campus average, and that the 2 percent reflect 
progress on the trustee goal of reaching that fourth place in the Big Ten.  
If you are following what's going on right now among research institutions, you know 
that the competition for faculty is heating up. The institutions that are going to come 
out of this at the end of the next few years and feel good about what they have been 

able to accomplish, are those that have done something more than just meet outside 
offers. They are going to get out front and appropriately compensate their highest 
performing faculty. But we do have to meet those outside offers, and we expect the 
deans to submit a blend of recommendations using this 2 percent additional money 
that will be available to them.  
A key factor in this is assistant professor salaries. I said we were 10th in our overall 

ranking at the last report. And in some of the schools, there is compression occurring 
within the assistant professor rank. It is not just the fact that we are not meeting our 
peer group and our goal, it is also the fact that in some cases we have second- or 
third-year assistant professors who are making the same or less than new faculty who 
are being recruited in that rank. That's why I say there is compression. Those with 
longer tenure have salaries equal to or less than those we are recruiting. What drives 



that? It's not faulty decision-making. Rather, it happens in a particular year where you 
are have to hire faculty in a given discipline, and you don't have enough money to 
increase the salaries of current assistant professors at a higher rate.  
How will we know that we have successfully met our goals with the 2 percent funds? 
When we come back to you in a couple of weeks with a finished budget for your 
approval, how are we going to know whether we've made any progress? We won't have 
the AAUP data. We won't really know what our peers are going to do. But President 
Brand has developed a salary policy that will require deans to submit justifications for 
any salary increases at 8 percent or higher. He will also require a narrative explanation 

of how an individual school has addressed its own assistant-professor situation. These 
justifications will come in through the budget process, and will be reviewed at the 
campus level and by President Brand before they are brought to you for 
implementation on July 1. So we won't be in a position to tell you what our competition 
is doing, but we will be in a position to summarize for you what actions have taken 
place on the campuses of Indiana University.  

In addition, we know that there has been some interest in having some funds available 
at the campus level to address very specific concerns related to salaries of our very top 
faculty members. This is somewhat of a departure from the usual salary policy, but 
President Brand is proposing that $650,000 of revenue be retained at the campus level, 
and that of the top faculty from each school would form a cohort group, an eligibility 
group, from which the dean could recommend some additional funding for individuals 
to be allocated from this campus level fund.  
Let me back up one more time because this is really important. If a dean looks at how 
he or she allocated salaries using the 4- percent pool plus the additional 2 percent, and 
they have a faculty member who received an increase percentage-wise that fell within 
the top 10 percent of increases in that particular school, that faculty member would be 
eligible for consideration using this $650,000.  
Now you may ask, how is that going to work? It is going to be taken out of the regular 
salary-setting process in that this particular salary will not be built into to the budget at 
the time the school develops its budget. It will come through with its own justification, 
separate and distinct from the 2 percent justification, and it will first go to Chancellor 
Gros Louis, who will review all of such proposals from the deans. The chancellor, then, 
will make a recommendation to President Brand about which of the faculty should 
receive additional compensation, and the amount of that additional compensation. This 

is not an across-the-board approach, either in terms of individual percentages or the 
expectation that all schools will receive the same amount from this additional 
$650,000. This is a very aggressive salary policy for the Bloomington campus.  
In the past this board has set salaries as a high priority. For several years, we have 
used the 3 percent to 4 percent campus average. Last year you asked the campus to 
do better than that by making progress on the goal. Last year we were still finishing 

the gender- and racial-equity adjustments that had to be made as a result of the 
studies. Those were completed. You will go a step farther if you approve this 
recommendation, and you will be signaling to the campus the importance of faculty 
salaries not just for the top performers, which are certainly built in here, but for 
everyone.  
The process this year is different from what has been done in the past when salary 

goals were set and the individual units had to reallocate base budget to meet the goal. 
In some cases, units actually had to delete positions and not hire new faculty in order 
to meet the salary goal. That was partly because of the size of the faculty which 
translated into the dollars that were required, and it was also partly because of 
assessments for noninstructional units that under RCM must be paid for by the 
academic units.  



We have taken a different approach in this budget recommendation because we have 
said that we will look at the 6 percent policy for salaries. We will look at the mandatory 
assessments charged to the schools, and we will look at the schools' individual 
resources, subtracting the salary policy and the mandatory assessments from the 
resources available to the unit. We will then determine whether there are units that are 
in a negative position. The campus will use the monies raised by the tuition 
recommendation to make sure that all schools have adequate resources to meet the 
salary policy and pay for their assessments.  
It's not accurate to say there will be no reallocations because units are going to have 

some reallocations, and they are going to be of two kinds. One will be if the school 
really wants to increase some other programs. We are talking about university 
priorities here and your priorities and the president's priorities for individual campuses. 
We are not bringing forward in this budget all the priorities the individual school may 
have. A school may want to expand a program. That may mean they are going to have 
to hire a new faculty member. Those are called "programmatic reallocations," and we 

are not suggesting that the burden is being relieved of those programmatic 
reallocations. In some cases they may actually have to delete a position in order to do 
something else. They may need to simply move something from one area to another. It 
can be any number of different actions that will occur, but there will be reallocations. 
What you are not doing in this budget is requiring those reallocations to meet your 
policy on the budget. That's an extremely important point and a different one for the 
Bloomington campus than what we have seen in the past. What's the reason for that? 
The reason for that is to accomplish the salary goal.  
Let me turn to retention. You have all reviewed the retention programs for the 
campuses, so I will merely summarize here. For example, the IUPUI campus will have 
the same basic salary guidelines of 3 to 4 percent for faculty, 3 ½ for staff and 2 to 3 
percent for senior administrators, if Chancellor Bepko so chooses. But the emphasis at 
IUPUI will be on part-time faculty replacement. This is a one-year program that will 
provide for 35 new faculty members, 33 on the Indianapolis campus and two on the 
Columbus campus.  
At IU East and IU Kokomo, the part-time faculty replacement program would result in 
three new faculty members. At IU Northwest …  
Vice President Palmer: … Turning our attention to IU Southeast, I would like to 
underscore a point that has been made previously when we discussed converting part-

time faculty to full-time positions. This is not a new concept for us. We know that doing 
so serves a real benefit. Chancellor Richardson, because of the additional funding that 
he had available through his enrollment growth, has started down this path, and if my 
memory serves me correctly, we have about 32 new faculty on the Southeast campus 
that he has already built into his budget. I want to acknowledge Chancellor 
Richardson's efforts to get this process started.  

Now, here are the instructional fee rates; this is what we are proposing. I am bringing 
the president's proposal to you as the Administration's proposal for undergraduate fee 
rates on our campuses.  
The Bloomington rate for residents and nonresidents would be 7½ percent. It would 
also be 7½ percent for Indianapolis. The rate for the regional campuses would be 6½ 
percent. That would give us, if we weight this average based on the numbers of 

students on these campuses, a university weighted average of 7.2 percent.  
What does that fund? That funds a 4½ - percent increase on the basic maintenance 
budget for Bloomington; a 4½- percent basic budget maintenance increase for 
Indianapolis; and 3½ percent on the regional campuses, with the exception of 
Northwest, where it would provide them with 4½ percent in order to relieve the burden 
that they have of having to make additional cuts. Recall that IUN received no additional 



state appropriation because of the impact of the enrollment-change funding formula on 
that campus. So its state appropriation is flat this year, for the coming biennium. The 
recommended instructional fee rates would also provide 3 percent that would be 
invested in priority academic investments on all campuses except Northwest.  
When we turn to mandatory fee rates, we show 7.5 percent for Bloomington and 
Indianapolis, and 6.5 percent for all of the other campuses. You approve the 
instructional fee rate, but we wanted to go over the other mandatory fees and show 
those to you. In some cases we have had to make some adjustments to keep the 7.5 
percent for the two larger campuses and the 6.5 percent for the others, a case in point 

being IU South Bend. They actually requested a higher student activity fee to support 
their new building. I have discussed this with the chancellor. The desire here was to 
keep the bottom line at 6.5 percent, and the chancellor will be working with that 
number, which is about a $4 to $5 reduction in that student activity fee. It is showing, I 
believe at $7.50 and the request is actually for $12, but that would have exceeded the 
6.5-percent bottom line.  

Finally, we turn to graduate and professional fees. Most of these are pegged in some 
way to the undergraduate fee rates, which is an important point to keep in mind. I 
would note that we have a special request from East for a nonresident fee rate for 
contiguous counties in Ohio. We have done a lot of work on this, and we're proposing a 
fee rate that is the same as the undergraduate fee rate, recognizing that we would 
manage this program to ensure that we do not incur any significant increases in 
expense as a result of adding some additional students from those counties. I think the 
regional campuses are very straightforward in terms of their fees. You do have some 
distance education fees here that are in the packet that will need your approval, and 
the dedicated fee rates will also need your approval. This is the amount of the fee that 
is set aside, if you will, to support those capital projects and those activities that are 
not fee-replaced but are approved for the use of student fee income to support the 
debt service. That concludes the president's recommendation to you. I appreciate your 
patience.  
President Brand: Vice President Palmer, we, too, appreciate your patience. To get 
everything on the table at once, I would like for you to discuss, very briefly, several 
other models we've considered, and the effect of those models. It is not the 
recommendation. Trustees have heard the recommendation, but there are some 
alternative models generated from discussions with some members around this table, 

and some alternatives, as well.  
Vice President Palmer: You are going to see now why I said that when you put a budget 
together it's a constant balancing act. Let's look at Model 1 (Appendix A).  
Some of you expressed interest in technology-related issues. Recall that the state's 
funding for technology was reduced by 25 percent in terms of the cash available for 
technology. We are not proposing here that we can replace all of that. We would not 

bring such a recommendation forward, and none of you suggested an attempt to 
replace all of that. But what if we wanted to make some special effort, particularly on 
the Bloomington campus, which is probably the only campus where it really made 
sense to look at an increase in technology. You saw some increases in technology fees 
on the other campuses, but they were for activities specifically related to student 
technology and unrelated to our IT strategic plan. So, at Bloomington, if we were to 

look at adding $10, which is a 10 percent increase on the technology fee, that would 
raise the undergraduate bottom line rate -- tuition and mandatory fees -- to 8 percent, 
and the nonresident rate to 7.7 percent. At the Indianapolis campus, our 
recommendation under this particular model is the same as the recommendation, 7.5 
percent, no change. This increase would result in about $500,000 roughly.  
Model 2. This would be a balanced budget, considering maintenance, considering 3 to 4 



percent on the salary policy for faculty, and considering the additional 2 percent. This 
budget could be balanced with a 7 percent increase in resident and nonresident fees. 
What's missing from this model compared to the president's recommendation? What's 
missing is that additional $650,000 for faculty and $250,000 for financial aid. When you 
move from a 7-percent model to the 7.5-percent model, we want to provide for another 
$250,000 in financial aid to provide some additional relief to students through our 
institutional financial aid programs. If we move back on the IUPUI campus to a 7-
percent model in order to make all the other activities within the budget fit, we would 
need to reduce the part-time faculty replacement investment by ½ percent, so instead 

of 2 percent and the 15 faculty members that you saw, we would reduce that roughly 
by a quarter.  
Model 3. Some of you have expressed interest in going lower on the resident rate and 
staying higher on the nonresident rate. In this case, we would reduce residents to 6.5 
percent; we would leave the nonresidents at 7.5 percent. The difference between this 
model and the president's recommendation is that the faculty compensation at 

$650,000 -- the amount that is to be allocated to those top performers based on a 
submission by the deans and review by Chancellor Gros Louis Ken and President Brand 
-- would go away. It is not possible to do that particular initiative under this model. We 
would need to retain the $250,000 for the financial aid because by going to a 7.5 
percent increase on nonresident students, Vice Chancellor Don Hossler believes we will 
need to increase the financial aid ability here for the campus in order to maintain our 
recruitment and enrollment numbers.  
What's the effect at IUPUI if we go to a 6.5 percent rate, and a 7.5 percent model? 
Frankly the 7.5 percent on nonresidents generates almost nothing for the campus. On 
the undergraduate side, they don't have any significant nonresident enrollment. Here 
we would suggest that if you move in this direction, you would need to seriously 
consider dropping that part-time faculty replacement investment down to one percent 
giving you half of the 35 faculty members in the first year.  
Trustee Walda: Now we are open for questions and discussion. Trustee Backer.  
Trustee Backer: We spent a great deal of time in the Finance & Audit Committee 
discussing the Arthur Anderson report in regard to the reduction of administrative 
costs. Would you factor these efforts into this discussion, please.  
Vice President Palmer: Yes, I would be glad to. You will hear in detail at the June 
meeting from the Arthur Anderson consultants who submitted the report, but I want to 

summarize what they said to us.  
They believe Indiana University has done a very good job of controlling administrative 
costs, which has allowed this board and the president to make recommendations and to 
approve fee rates in earlier years that have been lower than what might have been 
expected. There has been a tremendous amount of reallocation; a number of areas 
could be highlighted – the physical plant is a key one -- but others exist. I have to say 

on behalf of the administrative side of the institution, that the cuts and the reductions 
are real. They have been felt. We have been moving money from the administrative 
side to the academic side for many years at this institution.  
Where will the Arthur Anderson report take us? They have suggested that there is a 
broad range of both cost savings and future cost avoidance. Primarily what that report 
says is that we have done a good job in controlling costs as we know the costs to be 

today. In a few areas they have recommended that we take a little harder look at 
generating some cost savings right now, but the bulk of the report addresses the 
efficient and effective use of technology on the administrative side, including the 
human resource systems and the new student system that is being installed. If we 
don't do so, if we don't look at ways to more fully collaborate between Bloomington and 
Indianapolis and our other campuses with university administration and do things in a 



more coordinated way, our administrative costs are going to increase. That is why they, 
frankly, applauded Indiana University for undertaking this self-review now.  
President Brand: Let me quickly add that an independent study by the Indiana 
Educational Policy Institute showed that amongst the Big Ten public universities 
Indiana University is substantially below average in terms of its administrative costs. I 
think that we will have to face a different question in the future, namely whether we 
have overdone that, and whether we have limited the institution in progress by cutting 
administrative costs. We are low in administrative costs. This study is designed as we 
phase in the new technology to make sure we remain below average in administrative 

costs and that is our goal.  
Trustee Morris: The Finance Committee is going to spend a lot of time over the next 12 
months working with the results of the Arthur Anderson recommendation; we will keep 
the board posted on how we are doing. I would like to ask Vice President Palmer and 
President Brand and others their philosophical view of how the budget 
recommendations you are making responds to student needs requirements on all eight 

campuses?  
President Brand: Let me ask Don Hossler to address that as he is in charge of 
enrollment management. The question is; how is financial aid needs being responded 
to on all of our campuses?  
Mr. Hossler: One of the things to keep in perspective is that when we talk about the 
costs of going to college, it is not just about what happens on the tuition side. For 
example, for middle- and upper-income students, when you factor in the Hope 
Scholarship, the cost of going to college is actually going down in real dollars and in 
constant dollars. If you read the New York Times this weekend, you saw that the new 
Bush tax plan is going to make the cost of college go down even more for middle- and 
upper-class students by the tax incentives they have created for savings. The dollars 
set aside for savings are going from $500 to $2,000 a year, and those dollars will be 
completely nontaxed. For low-income students, I think it is an issue; I am not familiar 
with what it happening on the other campuses. On the Bloomington campus we have 
set aside money for all Pell-eligible students, institutional dollars to hold them harmless 
for the enrollment increase.  
Trustee Walda: Let me ask you a question about out-of-state students. Over the years, 
this board has discussed the importance of a percentage of our student body being 
from out-of-state both for purposes of diversity and for revenue enhancement. I think 

it is an appropriate goal to think about getting the mix up to 34 to 35 percent for out-
of-state students. I am very concerned with the recommendation, and one of my 
concerns is that a 7.5-percent increase for out-of-state students will stifle that 
initiative. It sounds nice to say it is the same increase as in-state students, but in real 
dollars it is essentially triple what it is for in-state, $146 versus almost $500 for out-of-
state students. Tell me the impact that we can expect by adding another $500 a 

semester on out-of-state students.  
Mr. Hossler: I share some of those concerns. To tell you the truth, earlier I was 
advocating for a lower tuition increase. I think out-of-state students do many important 
things for the campus. I think they provide a kind of cosmopolitanism, a sense of 
diversity not just measured by ethnicity. I am struck by the difference, between IU and 
the University of California. There, something like 3 or 4 percent of the entering class 

are out-of-state; at IU, last year's entering class was almost 34 percent out-of-state, 
including students from all over the world. That's a really rich kind of mix. People 
graduate not just knowing people from their hometown, but literally from all over the 
world. I think what a tuition increase does is put pressure on us is one to be even more 
effective in recruitment, and to continue to look at what we do for financial aid for out-
of-state students. I want to put that into context though. I mean the average out-of-



state student, according to this year's data, even with the average financial aid award, 
still pays well over $10,000. For the average Indiana student who receives an award 
from IU Bloomington, their net cost of attendance ends up being lower than $2,000 a 
year, so there is still a huge difference. Those are real issues that we will have to 
continue to struggle with.  
Trustee Walda: Do you have a number in mind that you have advocated with regard to 
out-of-state students?  
Mr. Hossler: I was hoping more in the range of 4 percent. I you look at this historically, 
20 years ago, the difference between out-of-state tuition and in-state tuition was very 

modest for out-of-state students – IU was a real bargain. Our total cost of attendance 
is now about $20,000 for an out-of-state student. That's factoring room and board, 
travel costs, books, living expenses and so forth. It's not such a bargain. It is still a 
great institution, and obviously the number of out-of-state students we attract speaks 
to that image, but money does matter. Those are real tough issues.  
Trustee Breckenridge: Did you say that approximately 34 percent of our students are 

from out-of-state on the Bloomington campus?  
Mr. Hossler: That was last year's entering class. I think the total number of out-of-state 
students is a percentage of total undergraduate population is closer to about 29-30 
percent. I have to confess I focus very heavily on that entering class. I don't focus as 
much on the overall enrollment.  
Trustee Walda: Last time I looked it was 30 percent.  
Trustee Ferguson: In an earlier meeting, somebody raised the point that from a 
marketing perspective, raising tuition and then giving out-of-state students a rebate 
was more effective than having the lower tuition dollars. I don't know whether that is 
true or not, but it's an interesting thought that you could turn around and provide a fee 
remission, making students feel good paying less dollars. What's your reaction to that 
concept?  
Mr. Hossler: I have a couple of thoughts. One is the perversity of higher education. For 
most economists and folks like me who study college universities, higher education is 
considered an intangible product. People use pricing as a way to determine and 
measure quality for intangible products, so in fact to some extent you have to be 
careful not to charge too little, otherwise people will say that if you charge that little 
then you can't possibly be that good. I think that is true, Trustee Ferguson, but also 
not every nonresident gets a financial aid package, so those financial aid dollars for 

nonresidents are enabling us to do a number of things. Some of it is based on merit, 
some of it is based on need, and to a large extent the revenue generated by those 
nonresident students really subsidizes Indiana residents. With the current Higher 
Education Commission policy of capping, we're not receiving any additional state dollars 
because both Bloomington and West Lafayette are considered mature institutions and 
we get no additional state appropriation for additional residents, so the long and the 

short of it is nonresidents are really subsidizing the education of Hoosier students right 
now.  
President Brand: Let me pick up on a point you made earlier. Let's look at low-income 
students. With this budget that has been proposed, and the additional financial aid -- 
state through SSACI, federal as well as institutional aid -- are we coming close to 
holding low-income students harmless?  

Mr. Hossler: Yes. At the policy seminar we held in January, a $500-tuition increase for 
residents was recommended, and that is about where we are with the current 
projections. It would take about $250,000 to hold low-income harmless, according to 
earlier estimates, and we have budgeted in that range.  
President Brand: So this budget is not going to adversely affect our lowest-income 
students?  



Mr. Hossler: That is certainly our plan.  
Trustee Breckenridge: This morning on CNN Headline News, I heard that the rate loan 
for parents has been lowered to 6.9 percent. This is important, as is holding the low-
income students harmless. Somehow we have to get that message out because it is 
going to be very important given tuition increases.  
Mr. Hossler: Absolutely. You know what's most important is not the incoming class, but 
future classes because those kids have already kind of made up their minds. They are 
probably not going to change dramatically, but it's really important for 10th-, 11th- and 
12th-grade students, low-income students, because they are still in the process of 

sorting out what they are going to do after they graduate from high school.  
Trustee Obremskey: As I recall from previous conversations, given the financial aid 
available that if the family earns less than $40,000 of income they essentially don't 
have to pay tuition? Is that correct?  
Mr. Hossler: That is correct although loans are factored in there. One thing I would 
urge all of us to remember is not to equate the total increase in taking out loans to 

increases to tuition costs. The fact of the matter is for several years now the increased 
loan debt has significantly exceeded the actual increase in tuition costs at most 
institutions. What's really happening is a lot of students are saying rather than making 
a personal sacrifice, rather that defer some of our own family spending, we would 
rather see our son or daughter take out even more loans. I don't think any of us knows 
exactly how those are getting paid back. We have to be careful to remember that the 
amount of increased loans is being driven by more than simply the increased costs of 
tuition. People are making consumptive decisions.  
Trustee Obremskey: I guess my question is, even if we increase tuition, whatever 
percent here today, will it have any impact upon families of $40,000 of income or less?  
Mr. Hossler: It should have a very minimal one when you factor in federal grants, 
SSACI grants and what we're planning to do in terms of setting aside institutional 
dollars.  
President Brand: So, under $40,000 we're holding them harmless essentially.  
Mr. Hossler: Well, as I recall that was a bracket. We had brackets about how people 
were affected, and there was a bracket that ran somewhere between $30,000-$40,000, 
and the average cost for that bracket wasn't very much, but the closer you got to 
$40,000 the more you paid.  
President Brand: $40,000-$60,000 was more of a sliding scale.  

Trustee Richardson: So if you are making $39,000 you're going to pay more that 
somebody making more than $30,000.  
President Brand: That sounds right. 
Trustee Morris: I think the recommended budget is well done, thoughtful. It addresses 
this huge concern of keeping an extraordinary faculty for our institution on all of our 
campuses. I think the issue, the focus on retention, is exactly where it ought to be, and 

I think Charlie Nelms and his colleagues deserve a lot of credit for pulling the program 
together. I want to salute my colleague Ray Richardson. He should feel very good 
about the effort he has put forward on converting part-time faculty to full-time 
lecturers. This is a monumental step forward for Indiana University, especially the 
regional campuses. I also want to salute Ray for his work in the two counties in Ohio, 
where he suggested there might be an opportunity to generate some interest among 

folks in Ohio for this and he was right.  
I want just to focus a bit on the issues related to the Northwest campus where we are 
looking at fewer dollars going to the main focus. It seems to me that our board needs 
to set a huge priority for the next year or two to focus on how public higher education 
is delivered to northwest Indiana. This is one of the state's most important economic 
areas, and it is a place less well served by private education than other parts of the 



state. It seems to me that we need to hook up with our Purdue colleagues and figure 
out how we best provide public higher education in the northwestern corner in the state 
of Indiana.  
Trustee Ferguson: I agree with Trustee Morris. I think the budget has a lot of excellent 
aspects, such as preventive retention. I really like that. I like the fact that we are 
mandating reallocation in the base budget. Vice President Palmer, can you tell me how 
much total new revenue we have, for instance, on the Bloomington campus under this 
proposal? While she is looking, I would like to comment that the priority on faculty 
salaries, and the retention of our top people, is of extreme importance. I think we have 

to do that, and I think we need to send that message very clearly. I don't want it to get 
clouded with other issues in this budget.  
Vice President Palmer: I believe new revenue is about $27 million, almost $28 million.  
Trustee Ferguson: Then, on the expense side, I would like actual dollar figures for a 
number of categories. (The change in tape occurred as Vice President Palmer was 
providing Trustee Ferguson with actual dollar figures, as compared to percentages, for 

increases on the Bloomington campus. Those figures include: $7.6 million for faculty 
salaries, assuming a 4 percent increase; $2.5 million primarily for health care benefits; 
about $3.5 million for financial aid; $350,000 for utilities; $3.2 million for benefits) 
Trustee Ferguson: The 2 percent then the additional for salaries within the, you got a 4 
percent figure and then a 2 percent figure. The 2 percent figure would then be half of 
that?  
Vice President Palmer: Which is $3.9 million. So if you are looking at the 
recommendation, the total for faculty salaries, including the additional $650,000 would 
be $12.2 million.  
Trustee Ferguson: Then we would have the staff on top of that, which brings it up to 
about $15.8 million.  
Trustee Richardson: I have a comment and a question. First of all I would like to thank 
Trustee Morris for recognizing my interest in some of these programs, but before he 
said that I had a note that I wanted to talk about President Brand's interest in these 
subjects.  
Two years ago President Brand asked that Southeast pilot the program on their 
campus, replacing part- time faculty with full-time, tenure-track faculty. Chancellor F.C. 
Richardson did so, and now what you see is the end result of the campus' actions. 
President Brand has recognized that outside of Bloomington, where we are doing an 

outstanding job of graduating students, we're not doing such a good job on all the 
other campuses. So, I think that we need to recognize that 3 percent of this tuition 
increase on all the campuses outside of Bloomington and to a lesser extent Northwest, 
is due to the fact that President Brand has recognized this as a problem, and he has 
not been afraid to step up to the plate and say that we are going to solve it. We'll 
probably take a public relations hit on that. If we weren't doing these programs, the 

tuition increases outside of Bloomington would be only 3.5 percent, but we have a 
problem. It doesn't do any good at all to offer cheap tuition on our campuses if we 
don't graduate the people. That's not a bargain. So, it seems to me that no matter 
what kind of flack that we get, we are ultimately doing the right thing for our students 
by paying for these retention programs. By retention programs, I am talking about the 
programs that Vice President Nelms has developed, and the part-time faculty 

replacement that Vice President Palmer has worked so hard on. I want to commend 
President Brand. It's got to go on for two more years if we do the job right so there is 
going to be some flack for those two additional years. President Brand has absolutely 
done the right thing, and I am so pleased that we are addressing the graduation rate 
problem that we have outside of the Bloomington campus.  
President Brand: Thank you, Trustee Richardson. I appreciate that. In turn I want to 



complement the faculty. Bob Eno and Paul Galanti are here as co-secretaries of our 
University Faculty Counsel. We would not have been able to carry out this program 
without the faculty providing the guidance through policy of rights and responsibilities 
and academic protections for those incoming people.  
Trustee Richardson: This has been a program that has been well received by 
everybody, and I should not have left the faculty out because they have been quite 
receptive. It went well at the Southeast campus where it has been working for two 
years and it seems to me to be a win-win situation.  
Turning to another topic, I have had a continuing discussion with President Brand on 

faculty salaries. On the Bloomington campus that equivalent of the 3 percent that we 
are spending on the other campuses for retention and part-time faculty replacement is 
being spent on salaries. This may be a one-time effort on the Bloomington campus, 
who knows. I don't want to see it wasted. I don't want to look back a year from now, 
and say that our intention was to raise the salaries of the assistant professors, and to 
keep promising faculty we'll pay them properly. I would like to go through the 

procedure by which we are going to make sure that the additional 2 percent, and the 
$650,000, are spent where we all want it to be spent. I think we are in unanimous 
agreement but I want to be sure that it really ends up there. Could you go through?  
President Brand: I think that is a very important point and I am pleased you asked it. 
At Indiana University all faculty salary increments are merit-based. That's our policy. 
It's a long-standing policy. When we get outside the range of CPI, which is 3-4 percent, 
we enter a range in which we want to make sure we use every dollar very wisely, which 
is your point.  
We've asked that salary recommendations come up from department heads through 
normal processes, going to deans and then to the chancellor. Any appreciable salary 
increment, meaning 8 percent or above, must be reviewed by the chancellor's office to 
assure that it's warranted; the review would also recognize anyone who might have 
been missed in that effort. And then they will be reviewed once again at my level. This 
is similar to the procedure we use for promotion and tenure. It comes up through the 
departments to the deans, goes to the campus level, and I discuss it with the campus 
chancellors and Ken Gros Louis who is also the vice president for academic affairs. Is a 
very similar standard process for us.  
Trustee Richardson: Is this the base 4 percent you are talking about?  
President Brand: No, I am talking about anything above the 4 percent. That's the 2 

percent we're putting aside for merit to make sure that we meet our guidelines for 
assistant professors, that we have retention and preventive retention and we reward 
properly our highest performing faculty. It covers all of those. But there will be written 
justification for each of those, and if you approve that today, we will ask this process to 
start immediately. We would hope to finish the process by the time we submit a budget 
to you, toward the end of June; it is possible we won't. It is a complicated process, and 

it does require lots of reviews and steps and I would also ask permission, if we go in 
this way, that we continue that process until we are satisfied that the funds are being 
allocated to the best of our ability to those high performers that we're talking about. If 
we have to go beyond July 1st then we will retroactively institute their salary raises.  
Trustee Richardson: I think that on the Bloomington campus there are about 75 
departments. The recommendations will work their way up through, what do we have 

12 schools now? That's a lot of departments. Each of them will have a salary committee 
sending up recommendations. Since we are talking, maybe, about a one-time effort to 
accomplish these goals, I would rather you take your time and do it right rather than 
meet an artificial deadline of when the trustees happen to have their next meeting in 
June. In my view, the trustee's approval of the tuition rate is 100 percent of the 
ballgame and the approval of the budget itself is meaningless because you have the 



authority to begin to change the budget immediately after the trustees approve it 
anyway. We talked about that in prior years. So, if you feel pushed for time by the next 
meeting I would hope you would feel free take whatever time that you need even if 
that meant going past July 1st and having some retroactive salary increases.  
President Brand: I agree with that. Maybe I can ask Chancellor Gros Louis or Vice 
Chancellor Maynard Thompson to speak a little bit about this process, and the timing.  
Chancellor Gros Louis: The process, as indicated, begins at the department level and in 
fact has probably already begun. Without the department chairs and deans knowing the 
precise figures that we will deal with, the salary committees and departments have 

probably already made their recommendations to the chair. At the College of Arts and 
Sciences, the largest unit by far with more than half the faculty in Bloomington, Dean 
Subbaswamy has had, or is about to conclude, a meeting with each of the department 
chairs. At those meetings, Dean Subbaswamy usually reviews with the chair the 
tentative recommendation for salary increment. This year, he has taken an additional 
step in response to the excessive raiding of college faculty. He has asked each chair to 

bring to their budget conference a short list of the most vulnerable faculty; that is, the 
strongest faculty at all levels but primarily the new associates, the new full professors. 
I say new because if they are past a certain age they are probably not likely to be as 
moveable, and the very best assistant professors. It's Dean Subbaswamy's intention, 
whatever his salary pool turns out to be, to pull back some amount of money at the 
College level that he would then distribute to those faculty, assuming that he agrees 
with the recommendations that have been identified as the most vulnerable.  
Trustee Richardson: Is that the 2 percent or the $650,000?  
Chancellor Gros Louis: He doesn't know about the 2 percent, but he's been going on 
the initial guidelines we got from Vice President Palmer, which assumed 3-4 percent. 
So he was going to hold back an amount of money to add to those faculty that the 
chairs identify as most vulnerable at each rank, assuming that he agrees with that. If 
you approve what the president is recommending today, then an additional step would 
be taken in that once the deans are aware that they have more salary dollars available, 
we would ask them to make sure that they put the dollars on the faculty who are most 
vulnerable at all ranks, as President Brand indicated with the justification for those 
getting more than 8 percent. And then, in addition, if you approve the 
recommendation, for the $650,000 that would be kept at the campus level, I would ask 
each dean to take from the list of this top 10 percent. Taking from those salary 

increments that they have already given substantial increments to and then make 
recommendations to me on a dollar amount or percent increase or both on top of what 
they have already given to those very best people. So, say we have approximately 
1,500 faculty in Bloomington; 10 percent would be 150. So we are talking about 140-
160 getting the top increments on the 6 percent. It's from that 140-160 that the deans 
would make recommendations to me to add to from the $650,000. I would review that, 

probably discuss it with the deans, and then make recommendations to President 
Brand. So, the intent to put it in a way that is most responsive to the problems that we 
have had with raiding, is to make our faculty less vulnerable to outside offers. Our best 
faculty.  
Trustee Richardson: It's the schools that have gotten us where we are today by 
underpaying the assistant professors, and apparently by not paying our high 

performing faculty enough. So I have a little skepticism. They are going to have to 
agree to dump a lot of money into assistants and be prepared to send a lot of the 
money to the high performing faculty, and that's just not what they have done in the 
past. This is going to be a radical change. I know they have a new dean of the college.  
Chancellor Gros Louis: Part of the problem in the past, as you know, is that they have 
not had the resources. So, as several of the deans will say, they are able to reward a 



small number of their top performing full professors and top performing assistant 
professors, but it is very difficult to adequately reward all the others. That's why I think 
the recommendation today, if accepted, is a dramatic departure from the resources 
that they have had available. As Vice President Palmer pointed out, even when you 
have indicated that you wanted the salary increase to be in the average of, say 5 
percent, the deans didn't have the resources to do that except by reallocating or by, in 
a sense, cannibalizing lines, that is by closing down vacant lines and not hiring faculty.  
Vice President Palmer: Let me add a point to this discussion about the faculty because 
you really have two goals that you are attempting to achieve with this policy. One is 

that by having a fully funded 3-4 percent campus average, you are bringing up our 
rank among other institutions. So you have got the issue of not losing ground on what 
has already been accomplished and building upon that. That is the importance of an 
underlying faculty salary policy that provides adequate resources. You are doing that 
with both the three to 3-4 percent and then this additional 2 percent to address those 
top of the top group. They are very important for retention; maintaining those people 

and even adding to that group is important, but it doesn't generate, if you will, as much 
movement in terms of making progress on the rank and amongst the peer group. So it 
is a policy within a policy that we are talking about here. Both will have a positive 
impact, but we have to be careful in not looking at them in the same way. And I think 
that is what the president and Chancellor Gros Louis have tried to do here in terms of 
structuring this policy in such a way that you are accomplishing all of the goals that you 
have really set out to be accomplished.  
Trustee Richardson: I hope that some of the schools don't play a shell game on this 
and don't use the 3- 4 percent plus the additional 2 percent for just some of our goals, 
knowing that we'll come along later and, particularly for high-performing faculty, make 
up for it with the $650,000.  
Chancellor Gros Louis: That is something that we are very alert to.  
Trustee Backer: Chancellor Gros Louis and Vice President Palmer, for the benefit of 
those in the audience, would you explain what the value to the university is in retaining 
what we are calling our top faculty and the function they perform within the university.  
Chancellor Gros Louis: I think that, as we know from a survey done by a man named 
Alexander Aston at UCLA, why undergraduates choose to go to a particular college. The 
number one reason has been the quality of the institution. The quality of the institution 
is measured by the quality of the faculty. The quality of the faculty is measured by 

largely external agencies in the sense of who can hire recipients of National Endowment 
of the Humanities grants or National Endowment for the Arts grants, people elected to 
national academies, etc. Faculty in an institution who receive those prestigious grants 
or who are elected to those prestigious academies are known to their peers around the 
country. So, two things happen that benefit the institution very quickly. One, faculty 
who are well-known across the country urge undergraduates at, say Harvard or Penn or 

Stanford or elsewhere in the Big Ten, to come here to IU to do graduate study, or they 
will recommend to the student that he or she go to the school that has the best faculty 
in that field because usually, undergraduates won't stay at the home institution for 
their graduate work. So, one immediate benefit is that we get the very best graduate 
students, assuming that we have the very best faculty in appropriate places. That 
benefits undergraduates because the undergraduates are not only taught by the faculty 

who are at the cutting edge of their field, but they are also taught by the graduates 
who are associate instructors. The better the graduate students are, the better the 
education that the undergraduates receive, both from the faculty and from the 
associate instructors.  
There's another benefit, and that's to the state. Faculty who are well-known in their 
fields tend to be those who are sought out as consultants by business and industry, and 



by government. They are the faculty who are quoted in news stories, not only locally 
but regionally and nationally. All of that brings the kind of attention to the university 
that may not be noticed by the general public, but it is certainly noticed by faculty 
members at other institutions that we consider our peers, and it's among that group 
that the reputation of the university in terms of attracting undergraduates and 
graduates and better faculty is maintained. It is very difficult. Some institutions over 
the years have tried to buy their reputation by setting aside funds and bringing in, say, 
20 stars. It just doesn't very well in part because when you do that you often have to 
negotiate with the stars, and they end up either not being around very much or 

teaching one course a year or something of that sort. It really has to built up over a 
period of time and, unfortunately, it can be lost very quickly. If a faculty member, a 
strong faculty member in a strong department decides to leave, it makes other faculty 
in the department anxious, they may become more vulnerable to outside offers, and 
top faculty being invited to join the Bloomington faculty are wary if they feel there is 
some evidence that the department is in decline.  

So, as I say, the benefits are not always publicly known. Certainly, as we all know, the 
success of our athletic program sometimes overshadows the success of the academics, 
and yet it is the academics, among academics, that make a difference in terms of who 
is on the faculty, who are the graduate students teaching in the undergraduate 
courses, and who the undergraduates are, and that gets back to the point about the 
out-of-state undergraduates and the diversity they bring to Indiana students. I would 
give you a lot of anecdotes about that, but you have your own anecdotes from your 
own experiences as undergraduates there or elsewhere. Dean Dan Dalton likes to say, 
what is the evidence that IU is a quality institution? The evidence is that there are 
students, smart young people in Illinois and Ohio and Wisconsin, who come to Indiana. 
They could go to their home institutions, all fine institutions, Illinois, Ohio State, and 
Wisconsin, but they choose to come to Indiana and they pay two and a half to three 
times as more. That, Dan Dalton likes to say, says something about the institution, and 
we would worry if they didn't come.  
Trustee Ferguson: I would like to follow up on Trustee Backer's question. When I look 
across the institution, we've got some very fine schools and very fine faculty, and then 
we get external forces either from business or other institutions trying to recruit our 
best and buy them away. I think what we are trying to do is remain competitive. In 
some areas the values are very high because the demand is very high; in others, there 

may not be the external demand. Whether that is fair or not is not the question; we 
can't afford to lose our best people in some of these very competitive areas. I am a 
little concerned about the way the policy is. We've got a limited amount of resources 
here. We've got to make sure that we protect the quality of the institution and those 
schools and faculty that really make that reputation. I am still uneasy that when we 
spread it out, and we come from the school level, we may be putting some valuable 

resources some place that they don't need to be really to achieve this preventative 
goal. I would like to discuss that, along with what external factors we are looking at in 
terms of business hiring from science or computers.  
Chancellor Gros Louis: Well, I think that the differentiation has not been as great as 
you or I would like to see in large part because the deans have not had the resources 
to make large differentiations. Under the proposal they will have those resources and I 

think they are prepared to make the differentiations because we expect to have faculty 
courted by other institutions; if they weren't we worry. But some of the offers being 
made to faculty in Arts and Sciences this year by peer institutions are $50,000-60,000 
more in salary plus other benefits. Obviously you expect the outside offer to be greater, 
but when it's of that magnitude then you know you are not competitive.  
On the issue of competitiveness, the academic world is a strange world, and yes, there 



are certainly significant pressures on information technology by people coming to us. 
But as I say, it is a strange world, and some of the best offers this year in terms of the 
amount of dollars and other resources have been to people in Central Eurasian Studies. 
So, some place out there, in this case Harvard, there is an interest in two very, very 
fine people, one of them a MacArthur fellow in Central Eurasian Studies. So, it takes 
place in business, yes, and computer science, yes, but it takes place all over the board, 
Trustee Ferguson, in areas that some public don't even know we have. A teacher of 
Uzbek isn't valuable, perhaps, in Paoli, but they are very valuable to Harvard and very 
valuable to the Department of Defense.  

Trustee Ferguson: I was trying to make a distinction, too, that there was a business 
competitiveness but there is also the academic competitiveness and in the academic 
world the raids come on the quality people so I want to make sure that what we are 
doing here is putting the resources towards those people who are likely being 
encouraged to leave and go to other places.  
President Brand: Trustee Ferguson, part of your question is how do we make sure 

amongst schools in the college that we're not setting up artificial boundaries because of 
the academic units and we are picking out people where ever they might be. Part of the 
answer, I believe, is that when you take a large unit like a college there may be an 
uneven distribution across the college of people who are vulnerable. They may be more 
vulnerable in area A than area B, and area A is very important to the institution and 
has a history of excelling. You want to make sure that that happens. Well, the college is 
big enough so I think you can even that out through the normal process that Chancellor 
Gros Louis described, namely when the resources are large enough the dean is able to 
make decisions at the decanal level. When the resources are very small, when they 
don't even meet CPI, when you have to reallocate in order to get those resources -- the 
position we have been in for the last several years—then it is almost impossible for the 
deans to make those decisions. Some of our small schools are really very good; SPEA is 
third in the country, we don't want to lose that. The School of Journalism is an 
absolutely first-rate, top-ten school. There are not very many faculty – maybe two 
dozen compared to 750 in the college -- but we don't really want to see that go down. 
So, we really do have to reward the best performers in each area.  
Trustee Obremskey: What does 1 percent increase in tuition translate to in dollars?  
Vice President Palmer: One percent on the Bloomington campus of resident tuition 
equals $740,000, nonresident is $1.1 million. So, together $1.8 million.  

Trustee Obremskey: Have you assigned any increased costs to the retention in the 
part-time faculty replacement initiative?  
Vice President Palmer: The way we have done that is to look at what 3 percent on 
tuition on each of those campuses would raise; the programs, both in terms of part-
time faculty replacement and retention, have been tailored to meet the 3 percent. That 
would vary from campus to campus depending on what one percent raises in terms of 

tuition on each of the campuses.  
Trustee Obremskey: What would it do for Bloomington in dollars?  
Vice President Palmer: Three percent for Bloomington is all really, with the exception of 
half a percent tied up in the faculty numbers, so you are looking at about $12.2 million, 
plus another $900,000 for the retention initiatives, so roughly $13.1 million.  
Trustee Obremskey: What about for part-time faculty costs on the Bloomington 

campus?  
Vice President Palmer: We are not initiating that program on the Bloomington campus 
because those courses are taught by the AI's.  
Trustee Obremskey: What about IUPUI? 
Vice President Palmer: IUPUI in the president's proposal would have full 3 percent 
available for their retention and part-time faculty replacement and their amount is 



about $1.5 million.  
Trustee Obremskey: I have one further question. On Model 3, we talked about a 6.5-
percent resident undergraduate increase, and a nonresident increase of 7.5 percent, 
and then you identified the difference and the recommendation would be to reduce the 
faculty compensation by $650,000. Can't the monies be allocated in such a manor that 
the faculty compensation portion of this would also be accommodated. Couldn't it come 
from a different pot? Why did you say, another corollary to that, why would it have to 
reduce the faculty compensation?  
Vice President Palmer: Well, the pot is the same. It is the general fund of the institution 

and each campus so the pot is fixed from that standpoint.  
Trustee Obremskey: So, you could move it around within needs within that 
department?  
Vice President Palmer: You could move it within the general fund, but what you would 
be doing, then, if you reallocated would be going back to what we were proposing to 
avoid in this recommendation. We would be telling departments that we are going to 

have a salary policy, but they are going to have to figure out how to pay for it.  
The reason Model 3 reads as it does is that it simply took the two aspects of the salary 
policy that had been discussed in terms of the 3-4 percent which is common to all 
campuses and the additional 2 percent for Bloomington, and then just removed that 
extra half a percent that was set aside for the top of the top faculty. We would still 
need, under Model 3, to provide some additional financial aid support for nonresident 
students. As Don Hossler indicated, he needs that flexibility in order to do the best he 
can to retain our nonresident population. So, that's why I simply took that $650,000 
from this recommendation in order to make the expenditures fit within the resources 
available, but yes you can always force reallocations. That is exactly what took place 
last year in the college; it's what has taken every year in units across the campus, and 
at some point you find that you are really eroding things to the extent that you are not 
making progress on any kinds of enhancements of programs or meeting the outside 
offers or doing the preventive retention.  
Trustee Obremskey: I guess my bottom line question is, if we approve a tuition 
increase of 6.5 and 7.5 percent does that mean the faculty compensation pot of 
$650,000 is out the window?  
Vice President Palmer: It would mean your faculty compensation pot would be 6 
percent and it would not have that additional $650,000 on top of it.  

Trustee Ferguson: Let me follow up on that. You've got a $32.7-million revenue screen; 
you take $700,000 out of it. Now you've got $32 million. If I look at retention salaries, 
utilities and everything on the other page, I come up with about $21 million, so I've got 
about $10 million in there of different items. We could set a different priority, and leave 
that faculty salary in, which is in the $15.8 million, which is in my $21 million. You 
know there are other choices that could be made in that $10-million difference, as 

opposed to just knocking off the faculty salary.  
Vice President Palmer: You have seen the continuing commitments. That's what you 
are talking about. You are talking about things that don't appear on the summary page, 
but that have been shared with you. Remember, our budget-building process had not 
only maintenance, but unavoidables such as funding for disabled students, an 
enrollment-shortfall reserve, funding for library acquisitions -- we can go through that 

list. It also picks up the additional costs associated with some of the diversity 
commitments that some of the campus had made for the Minority Achievers Program, 
and some other aspects of that program. Charlie Nelms has worked on that; it was part 
of the program that was set in place when he came back to Indiana University. We can 
go down that list. They were not in the formal presentation, but there is about $10 
million there.  



President Brand: Trustee Ferguson, I would very strongly urge that we don't force 
reallocations to meet those salaries.  
Trustee Ferguson: I wasn't going to; I think within that $10 million, there are a lot of 
different figures that don't force reallocation.  
President Brand: I appreciate that, but I hope we agree that even if you keep that 
$650,000 take it out of $10 million, you don't want to force reallocation.  
Trustee Ferguson: I agree with that 100 percent. 
President Brand: Good. Secondly, can you take it out of that $10 million? I suppose you 
can, it's a question of priorities. What you would essentially do, I think, is significantly 

limit the flexibility of the incoming chancellor. That's probably where it would come 
from. There is some funding available for decision-making, and in the next year you 
would lock yourself in very tight. It would be a very tight budget. Would it be totally 
inflexible? No, but it would be highly inflexible. Some of those commitments such as 
the chemistry and biology department commitment starter funds. We can't…  
Trustee Ferguson: But, that's only a few hundred thousand dollars.  

President Brand: That was an example. So, the point is you can do what you are 
suggesting, but at the end of the day you will really limit the new chancellor's 
flexibility.  
Trustee Ferguson was asking about a potential shortfall on income and use of reserves.  
Vice President Palmer: I was going to mention to that. We've got a $3-million figure in 
here that at one point in this planning process was called not an enrollment shortfall, 
but it was called additional instruction costs. When I said we build the revenue front 
end of this, we talk about volume changes, we talk about how our enrollments are 
going to change, and what the mix of enrollments will be for the Bloomington campus. 
We've got almost $12 million in this budget of volume change. It's a combination of 
increased enrollments and a change in the mix to more nonresident students. Now, 
what happens if that doesn't occur? If those enrollments don't come in as you predict? 
You have it in the income side of the budget -- in the revenue side. It is built in there 
as a volume change. If that doesn't happen, then that's going to be revenue that isn't 
available to support your budget. We have been taking a look; I know the campus has 
been watching weekly on how enrollments appear to be going. At some point in this 
process a few weeks ago, they signaled that maybe we don't have as much growth 
occurring or as many changes in the mix as we might have expected at this point in the 
reenrollment or the enrollment process. So, they said, let's step back and look at that 

as an enrollment shortfall. So, that's why it's in there. Yes, you can fund this out of 
campus reserves, however when you do that, if it is a real loss of student enrollment, 
you are going to have to budget that in the base next year. So, you have really 
foreclosed perhaps an expenditure opportunity in the following year because you are 
going to be increasing tuition to cover the budget from this year because it wasn't 
balanced as you moved through the year. If the enrollments materialized, then we are 

going to need that, the schools are going to need that to teach the additional students.  
I know this sounds confusing. I know it may sound like we are sort of pushing numbers 
into this as a contingency factor, but that really does have a purpose. But, to answer 
your question forthrightly, yes, you can fund it out of reserves. You don't have to give 
it up, but you are committing next year's revenue to that if things work out the way 
they are on the paper. Of course, the budget is a planning document. This is not 

something that six months from now is going to look the same as it does today, that's 
why the fiscal, or the financial committee, the Finance and Audit Committee, reviews 
this periodically during the year to see where we are.  
President Brand: This is really the crux of the matter, so it is important that we stay on 
this for a moment. I think you could do a version of Model 3. A version that preserves 
the 650,000. It's a higher risk budget in the sense that you are removing what 



flexibility you have, and it may push our problem a year ahead. It may be OK. If I had 
to say what is my second priority, my second recommendation, it would be that 
modified version of Model 3. I think the version we have suggested is less risky. It does 
put us in the strong position for this coming year. If it turns out our enrollment 
changes, and you don't know this until the first day of classes, we may find ourselves, 
not in an impossible situation or it won't be a disaster in any case, there is no reason to 
believe that at all, but it would make next year very difficult and it would force this 
group then in the coming year to say we're $3 million or $2 million short or half a 
million dollars short and we are going to have to find that. So, it could come back to 

bite us, it may not. So, it is a higher risk version of it.  
Trustee Eichhorn: Vice President Palmer as we consider fees for the year 2001-2002, 
and we embark upon this program of faculty replacement, a three-year program and a 
campus retention program of three years, what does that portend for future budgets?  
Vice President Palmer: Well, we know that we have the state appropriation already set 
for next year. We know it is essentially the same as this year except the School of 

Informatics will come on line with state funding for the next biennium. I think that you 
are probably looking at general guidelines very similar to what you are seeing this 
year; that would be my best guess, and that's only what it is at this moment. If we 
want to continue the progress that we are making this year on the second year of the 
initiatives, you are probably looking at a very similar recommendation. The third year 
out is very difficult to predict because that will be a new budget year for the state. We 
don't know yet precisely how they are going to handle their rollover. You know that 
we're not going to get all of our money during this biennium so the state is going to 
have to give us more information about how they are going to fund that payment we 
don't get this biennium. I would be really hesitant to give you an estimate on what we 
are going to do two years from now, but from a budget perspective, I would say you 
would be looking at something very similar to what you have this year.  
President Brand: On the tuition side, we are going to have to be very cautious. We 
really are pushing the edge of nonresident tuition. We are going to take ourselves out 
of the market if we push ourselves too hard, so if you go this 7.5 percent for 
nonresident tuition you have decreased some of your flexibility for the future. We may 
not be over the edge, but you do have to look at markets here and that is much more 
important for out-of-state students because they do have choices. For resident 
students, the tuition is relatively low compared to out-of-state and that's not as much a 

consideration for, but for nonresident students it is a major consideration.  
Trustee Walda: I have said before, and I would like to say again so that when we look 
back at the minutes from this meeting a year from now, looking at out-of-state 
enrollments, if they have changed. I think we do have to be cognizant of the fact that if 
we go 7.5 percent this year, it would be very risky to keep out-of-state tuition 
increases at the level of in-state percentage-wise in the future particularly when you 

talk about the risk that is involved with the enrollment decreases even of a small 
percentage from out- of-state. It could impact the budget in Bloomington significantly 
and destroy the flexibility we tried to build into this budget for the chancellor of the 
Bloomington campus. So, we need to be very wary of that in the future years.  
Vice President Palmer: So, I think what we are saying is that we might be looking at a 
different mix of tuition recommendations, if we wanted to achieve the same goals for 

next year of the 3 percent investment.  
Trustee Ferguson: Fred raised a point on IUPUI that I would like to follow up on a little 
bit. The state didn't totally fund the cost of bringing on the new building. I would like 
for you to talk about that, and then when we look at the buildings that we have 
planned for construction that have been approved on IUPUI, if they stay at that current 
formula, how do we make this mix with picking up any operational costs of those 



buildings? I see that as sort of a line here that may give us some substantial problems 
on IUPUI in the future.  
Vice President Palmer: The question of the Law School was one of the largest changes 
this campus had in terms of their planned expansion costs, and that was reduced by 
the state using their formula. We have had numerous conversations about how to 
address that. A fee is being proposed in their budget right now. This is a fee that would 
be administratively approved; it does not require approval of this board. Roughly 25 
percent of the cost – or $114,000 to $118, 000 -- that has not been funded from the 
state would be assessed out to all the units across the campus because that building 

will be available for general-purpose use. We propose to fund the remaining amount 
with a special fee for law students. The amount is roughly, for full-time students, $210 
annually for full-time students, $139 for part-time students, and for summer students 
$63. We've discussed the other buildings; the difficulty is going to be the next buildings 
that are coming on line, primarily our medical research buildings.  
Chancellor Bepko: I think Vice President Palmer has summarized it very well. I think 

that this is a complicated problem for us to confront, and I think that we must find 
some way of assigning the costs at least for this biennium that reflect the usage of the 
building and the particular constituencies and the students and the academic programs 
that are involved. The law school has been dealt with, as Vice President Palmer 
suggested. The other building that is likely to come on line during this biennium is 
Research II. That is a building that, as you may recall, is being constructed and paid for 
without any state money. We discussed this with the Commission for Higher Education, 
and the commission agreed as a part of this whole package to create this building 
without state money. Incidentally this is not the first time; Research I was built without 
state money, too. To create this building without state funding, something that is in the 
best interest of the state because of the research that is conducted there and because 
of the health industry that is spawned by this, is valuable to the state. In recognition of 
that the commission agreed to pay the plant costs or to recommend the plant costs. 
They have been recommended, but at a very low level. And this gap is even larger 
because the research building has operating expenses that are greater even than the 
law building, and this will leave quite a gap, and we may have to cover part of it during 
this biennium. Our inclination is to use the same approach to try to judge how much of 
the building is generally available, universally available for all on the campus and how 
much should be assigned to the particular unit that occupies it, in this case the School 

of Medicine.  
President Brand: The state legislature and the governor did as well as they possibly 
could in supporting higher education and K-12, given the state's financial situation. It 
really was an education budget, and we are very pleased about that. But, there were 
some areas that they were not able to support, and planned expansion and paying for 
the operation of the building was just one such area and it has come down particularly 

hard on Indiana University. It has resulted in, I think, a more than $5-million loss to us 
each year of the biennium. That is a considerable amount, and IUPUI has the lion's 
share of that problem.  
Trustee Ferguson: What's relative to the tuition dollars that we are gaining? What is 
that figure? I agree that the state did very well by us considering its financial condition, 
but I am concerned as I look out to the future. We can't be asking these undergraduate 

students to pay these costs, so I was trying to see what it's going to do with our 
tuition. What is that planned expansion $900,000 relative to our total tuition dollars?  
President Brand: The law students are paying the vast majority of it.  
Vice President Palmer: We're making as it were a users fee. We're spreading about 
$114,000 across the campus, and if you just look at a $550,000 tuition base, that is 
about 20 percent of 1 percent. Let me correct something I said. The $210 is per 



semester, but let me also say the reason this is being handled as a special fee is that if 
there is reconsideration of this at the state level when funds are available for the state 
to address planned expansion this will be removed. So we did not elect to build this 
into the tuition money because it's more difficult to remove it. This will always be there 
on the list and if the state is in a position to provide funding this fee can be reduced. 
Question inaudible—  
Vice President Palmer: The delegation of fees is through my office and in some cases if 
it is a course- related fee that would be at the campus level. This would come through 
my office for approval, as do the mandatory fees.  

Trustee Breckenridge: How might these user fees impact the enrollment of law school 
students?  
Chancellor Bepko: We believe there won't be any significant impact on enrollment. We 
will watch very carefully to make sure that we don't have any losses in any particular 
group of students as well as overall enrollment. I think that we will probably have to 
look very carefully at the school-based financial aid if we find people are having 

difficulty because there is a relatively high tuition increase as well. After the tuition 
increase is created and the facility fee is created the law school resident tuition and 
fees will still be very reasonable.  
Trustee Backer: President Walda, I would like to move for the adoption of the 
recommendation by the administration as to the tuition rates.  
Trustee Walda: Does that motion include the operating budget guidelines? Yes? So it is 
tuition fees and operating budget guidelines as recommended.  
President Brand: I do urge you to vote for this but if you are not comfortable with this, 
I would urge you as a second choice to vote on the revision of Model 3 that Trustee 
Ferguson described, which preserves our Bloomington priority of faculty salaries.  
Trustee Hertzler: I have another question for Chancellor Bepko. I was wondering if you 
could give a brief rationale for the relatively high tuition increases for medicine, 
business, master of accountancy and law?  
Chancellor Bepko: Well they each have a little different rationale. The law school has 
been raided. The law school has lost several faculty in the last couple of years. It is 
based on the fact that the law school operating budget per FTE student places it at 
168th out of 181 law schools in the country. We think that the ranking of the law 
school here is much, much higher than that. Most of the organizations that rank law 
schools, recognizing that this is not a scientific process, recognizing that we usually 

reject these rankings, but when you do look at the rankings, the law school is ranked 
well up, second tier right below the top tier and we can't provide a high quality legal 
education on the amount of money that is available to the school now. We believe that 
it is wrong to make the capstone education of so many of Indiana's good students, best 
and brightest. A program that is so poorly funded, it ranks 168th out of 181 law 
schools.  

The medical school rationale is very similar. The medical school is going through a very 
difficult period in order to achieve the top ten ranking that we've set as our goal, and 
have had for a number of years. We simply can't operate on the thin base of funding 
that we have. We don't think it will harm enrollments. We don't think that it is too 
expensive. We think that these graduate professional programs probably should be 
allowed to move their tuition up at a differential rate as opposed to undergraduate 

education because they serve a different market and because they have special needs. 
I think the students in these schools would not be affected by this change, and they will 
get a much better set of opportunities. The MBA program is very similar, and I think 
that in all of these cases the relationship between the resulting tuition and the tuitions 
charged by peer institutions remains relatively constant. This is not something that will 
cause us to be different in terms of how much is charged here for legal, medical, MBA, 



masters in accountancy education, as related to our peer institutions.  
Trustee Ferguson: I move to amend the motion to be as modified with the 6.5 percent 
-7.5 percent with the salaries included.  
Trustee Walda: It has been moved and seconded that the motion be amended so that 
essentially we move to Model 3.  
Trustee Richardson: Model 3 effects IUPUI. 
President Brand: I think so, if you go to Model 3 it affects IUPUI, and it drives down 
from 2 percent to 1 percent the replacement.  
Trustee Walda: There is a motion to amend the pending motion to modify the 

Bloomington campus tuition so that the resident undergraduate increase would be 6.5 
percent and nonresident undergraduates 7.5 percent and it would retain $650,000 for 
faculty compensation thus requiring it to be found elsewhere. That's the motion.  
Trustee Richardson: As most of you remember, I often vote no on tuition increases 
because I think it is too large, but I am never quite comfortable with the process by 
which we arrive where we are today. I am not real comfortable simply saying that we 

are going to reduce the 1 percent without specifically identifying what's going to be cut. 
We could do this better. Before my time on the board, I think that the Finance 
Committee used to study the tuition and budget on a regular basis before the meeting. 
Maybe you can remember that, President Walda; did the Finance Committee used to 
spend a lot of time on the budget?  
Trustee Walda: Since I have been on the board, Trustee Richardson, which was just a 
few years before you, it has been this same process.  
Trustee Richardson: I think Trustee McKinney told me that used to happen that the 
Finance Committee used to look at some details on the budget. In any case, I think we 
need to identify a process, whatever that is, whereby we can get into these kind of 
details so when a trustee wants to reduce the administrative request we can identify 
precisely where that reduction is going to come from. I don't feel real comfortable 
telling the administration to take it out of someplace.  
Trustee Walda: It is hard to draw the line between a board appropriately discussing 
policies that drive a budget and approving a budget and micromanaging the allocations 
of monies within the institution. It gets close, it seems to me, when we start looking at, 
taking flexibility away within the institution.  
President Brand: I think the best answer I can give you at this point, no matter what 
process we went through, is that it would put a stress on the budget. It would not be a 

disastrous stress. It would cause us to limit flexibility and it would create a risk for the 
next year or two. That's about the best that I can do at this point because we would 
have to figure out how to get that money. If we had more time, I couldn't be more 
specific.  
Vice President Palmer: If we could just underscore here again. Remember the size of 
the budget we're dealing with in Bloomington, we're talking now only about 

Bloomington. It's a very large budget. If you ask today, how will we make it all balance 
given all commitments we have, we may have to use some reserves to do it. There are 
going to be factors that are going to change. No one sitting here today can predict 
whether that is going to be a positive change or negative change. That's why we 
monitor this throughout the year. You will know what it going on, we will know how to 
prepare for the coming year. Model 3, with the amendment, would enable us to go 

ahead with the investment priorities but it will put some pressure on managing it, and 
we will have to be very, very careful about that. This is not going to be the only 
number in this budget that changes, I can assure you before we get to a year from 
now.  
Trustee Eichhorn: What is the dollar difference between 7.5 and 6.5 percent to a 
student?  



Vice President Palmer: Per student, $20.00 a semester.  
Trustee Richardson: So essentially this is a $700,000 item we are discussing.  
President Brand: That is correct. 
Trustee Ferguson: Which is about 2 percent of the increase that we are asking for of 
the $32 million. $600,000 is about 2 percent isn't Vice President Palmer?  
Vice President Palmer: It is not a significant … $650,000 to me is significant no matter 
where it is, but in terms of comparison with the budget you are exactly right.  
Trustee Richardson: So the reason for doing this is what? 
Trustee Ferguson: I think three factors. Number one, we're sending a clear message on 

salaries because I think that is very important. We're sending a clear message on 
retention. We're also sending a clear message to the students, the public and the 
political side that in fact we are trying to retain as low a tuition increase as possible 
while being responsible to the quality of this institution.  
Trustee Richardson: Let me clarify the motion. Was it 6.5 percent for residents or 
nonresidents? You would leave the 7.5 percent for nonresidents?  

Trustee Ferguson: Yes.  
Trustee Morris: I couldn't agree more with what Trustee Ferguson said in points one 
and two. The message was something about retention. The message was something 
about the importance of adequate dollars to pay the faculty. I think those are not 
relevant to your motion. I think this is an uncomfortable thing to be voting from my 
point of view. This is an irrelevant motion in terms of the multibillion-dollar budget of 
the university, and I don't have a clue really what not having this $700,000 means to 
the university. Now there is some public relations value in keeping the increase down at 
6.5 instead of at 7.5, and I think that is the only reason to do what you are 
recommending to do. The economics are not significant, and we don't know where the 
$700,000 hit is going to come against the university budget nor do I think we ought to 
micromanage the university budget. So, you have confused me, I must say.  
Trustee Walda: Well, let's unconfuse ourselves and vote. The amendment fails. We are 
back to the original motion. Any further discussion?  
Trustee Richardson: I just want to clarify some authority. You know I was interested in 
being sure that our faculty's salary goals on the Bloomington campus were going to be 
met, and Chancellor Gros Louis and President Brand assured me that the process was 
in place to do that. Now, I want to do the same for the retention programs and the 
part-time faculty replacement programs. We need to have periodic reports from the 

campuses as to whether those goals are being met. Whether the money is being spent. 
That's 3 percent. We want to be sure that is spent right, and I wanted to clarify an 
alliance of authority. I talked to Vice President Palmer; I think she is prepared to make 
certain that the part-time faculty replacement money is going to go where we intended 
to do that. There is the possibility of a shell game operating there as well.  
President Brand: We won't release the money unless it's for that purpose.  

Trustee Richardson: And the same thing with the retention programs. I have talked to 
Vice President Nelms and I want to clarify the authority of both Vice President Palmer 
and Vice President Nelms in these two areas because I think they are going to need to 
be able to go to the campuses and say "Where's the money?"  
President Brand: I think that is fair enough and we would plan to provide you with 
quarterly reports, if you like.  

Trustee Richardson: So they will have the authority to go to the campus, both of them, 
and …  
President Brand: Absolutely, and the allocation of funds in both cases, in the 
replacement funding, this is pretty easy to track and we will ask Vice President Palmer 
to do that as a matter of course. The retention efforts are a little more difficult because 
they vary, but we are assigning that to Vice President Nelms and his office to track and 



to report on on the use of those funds quarterly.  
Trustee Walda: I think we should all agree now, and the trustees will direct that we 
receive quarterly reports through the University Policies committee with regard to 
retention, expenditures, the results and full-time versus part-time replacement. We will 
do that until further notice.  
Trustee Morris: Mr. Chairman, you just said it, but as important, if not more important 
than how we spend the money is what the money produces. This is something we can 
track and benchmark and know how we are improving as a result of making an 
investment.  

Trustee Walda: All right. I think we are ready to vote. All in favor of the motion to 
adopt the recommendation on tuition fees and budget guidelines signify by saying 
"Aye". Eight "Aye". One "No". They way the chair sees it there have been seven "yes" 
and two abstentions. The abstentions being Trustees Obremskey and Ferguson.  

III. OLD BUSINESS  

IV. NEXT MEETING 

June 21-22, 2001 
IUK 
Kokomo, IN  

V. ADJOURNMENT  

The meeting adjourned to meet again on call of the Secretary on June 22, 2001, at 
Indiana University Kokomo.  

Robin Roy Gress 
THE TRUSTEES OF INDIANA UNIVERSITY  

Appendix A 

 

Indiana University  

Fiscal Year 2001-2002 

 

Other Tuition and Mandatory Fee Models  

Model 1 

Bloomington Campus  

 Resident Undergraduate 8.0 percent  
 Nonresident Undergraduate 7.7 percent  

IUPUI Campus 

 Resident Undergraduate 7.5 percent  
 Nonresident Undergraduate 7.5 percent  



Difference from recommendation: Increases the technology fee for Bloomington 
campus by 10 percent, which equals $10 per semester.  

Model 2  

Bloomington Campus 

 Resident Undergraduate 7.0 percent  

 Nonresident Undergraduate 7.0 percent  

Difference from recommendation: Reduces faculty compensation and financial aid by 
$650,000 and $250,000 respectively.  

IUPUI Campus  

 Resident Undergraduate 7.0 percent  
 Nonresident Undergraduate 7.0 percent  

Difference from recommendation: Decreases part time faculty replacement investment 
by .5 percent.  

Model 3  

Bloomington Campus  

 Resident Undergraduate 6.5 percent  
 Nonresident Undergraduate 7.5 percent  

Difference from recommendation: Reduces faculty compensation by $650,000.  

IUPUI Campus 

 Resident Undergraduate 6.5 percent  
 Nonresident Undergraduate 7.5 percent  

Difference from recommendation: Decreases part time faculty replacement investment 
by 1 percent.  

Appendix B 

INDIANA UNIVERSITY 

2001-02 OPERATING BUDGET  

Trustee Presentation 
June 5, 2001  

BUDGET PLANNING PROCESS 



Revenue Projection 

State Appropriation: As passed 

Student Fee Income  

 - Volume-related: changes in enrollment levels  
 - Fee rate increases  

Other Income  

 - Indirect cost recovery  
 - Sales and services and Other  

Expenditure Projection 

Faculty salaries 
Staff salaries 
Benefits  

 - Health care costs  

 - Retirement programs  

Energy and Utilities 
Student Financial Assistance 

Priority Academic Investments 

Faculty Compensation  

 - Competition among leading research university peers  

Retention Initiatives  

 - Part-time faculty replacement  
 - Campus-specific programs  

Faculty Compensation 

IUB compensation ranking among Big Ten Peers  

 - ―Raw data‖  
o - Professor, 8th; Associate Professor, 9th; Assistant Professor 10th  

 - Adjusted to remove engineering schools  
o - Professor, 7th; Associate Professor, 8th; Assistant Professor 10th  

Part-time Faculty Replacement 

Selective replacement of adjunct and part-time faculty with new full-time, non-tenure 
track lecturers  



Identification of discipline areas and replacement plans 
First year of three-year phase-in  

Campus Retention Programs 

Wide variety of campus-specific programs 
Most targeted to 1st to 2nd year retention improvement 
Majority students as well as minority students 
Both full- and part-time, both traditional and older students 

First year of three-year plan 

RECOMMENDED BUDGET GUIDELINES 

Faculty Salary Policy  

 -Campus average of 3-4% for continuing employees  

Staff Salary Policy, exempt and non-exempt  

 - Campus average of 3.5% for continuing employees  

Senior Administrative Staff  

 - Campus average of 2-3%  

Benefits  

 - Accommodate escalating health care costs – 18%  

Financial Aid 
Energy and Utilities  

 - Per campus location  

Priority Investments Recommended for Bloomington 

Faculty Salaries  

 - Trustee goal, faculty retention, and assistant professor compensation 
(additional 2%)  

 - $650 thousand for campus increase for the highest performing faculty  
 - Base budget reallocations not required to fund salary policy and mandatory 

assessments for non-instructional units  

Retention  

 - Academic Support Center, 21st Century Mentoring  
 - Expand Groups Incentive Grants  
 - Pre-collegiate enrichment; Upward Bound & Pathfinder programs  



 - Ethnic cultural centers; diversity education  
 - 21st Century minority recruiter; MAP/MASS  
 - Diversity Development program  

Priority Investments Recommended for IUPUI 

Part-time Faculty Replacement  

 - Liberal Arts, 17  
 - Science, 16  
 - IUPU Columbus, 2  

Retention  

 - 1st to 2nd year retention improvement  
o Conditionally-admitted students  
o Regularly admitted in fall to University College  
o Entering full-time beginning African American students  
o Entering full-time beginning Hispanic students  
o Entering traditional-age FT beginning students at Columbus Center  

Priority Investments Recommended for East 

Part-time Faculty Replacement  

 - Physics, 1  

 - Modern Languages, 1  
 - Math, 1  

Retention  

 - 1st to 2nd year retention improvement  

o First-year student seminar  
o Mentoring/Tutoring  
o Academic support  
o Math, writing, reading placement testing  
o Minority scholars  
o Minority faculty and student exchanges  

o Minority database  

Priority Investments Recommended for Kokomo 

Part-time Faculty Replacement  

 - English, 1  
 - Education, 1  
 - Music, 1  

Retention  



 - 1st to 2nd year retention improvement  
o FT beginners graduated in 10th – 25th percentile  

o FT beginners graduated in 26th – 50th percentile  
o Beginning students over 21 years of age  
o Minority students  

Priority Investments Recommended for Northwest 

Part-time Faculty Replacement  

 - Computer Info Systems, 1  
 - Math, 1  
 - Speech, 1  

Retention  

 - Focused investment in single initiative growing out of campus ―Shared Vision‖ 
exercise  

 - Critical Literacy Program for applicants for admission, to assess student 
preparedness for university study  

 - Collaboration with ITSC in cases of remediation  

Priority Investments Recommended for South Bend 

Part-time Faculty Replacement  

 - English, 3  
 - Math, 1  
 - The Arts, 3  
 - Education, 1  
 - Social Work, 1  
 - Dental Education, 1  

Retention  

 - 1st to 2nd year retention improvement  
o Academic support center, freshman seminars, support for learning 

disabled  
o Tutoring, mentoring, supplemental instruction  
o Increased student engagement for PT students  
o Career counseling  
o Minority student programs  

Priority Investments Recommended for Southeast 

Part-time Faculty Replacement  

 - Biology, 1  
 - Computer Science, 1  



 - Education, 1  
 - Math, 2  
 - Physics, 1  
 - Spanish, 1  

Retention  

 - 1st to 2nd year retention improvement  
o Supplemental instruction in historically difficult subjects  

o Learning communities  
o Freshmen seminars  

 - Minority students admitted  
o FT staff member to facilitate persistence  

Instructional Fee Rates Recommended 

Undergraduate Rates  

 - Bloomington, 7.5%  
 - IUPUI, 7.5%  
 - Regional Campuses, 6.5%  
 - Blended Rate, 7.2%  

Funding for maintenance increases  

 - Bloomington 4.5%  

 - IUPUI 4.5%  
 - Regional Campuses 3.5%*  

Funding for Priority Academic Investments  

 - All Campuses: 3.0%*  

* Except IUNW, where 2% will be used for priority academic investments and 4.5% for maintenance of 
operations.  

Bloomington Non-Resident Instructional Fee Rates 

IUPUI Resident Instructional Fee Rates 

* Annual Rate 

IUPUI Non-Resident Instructional Fee Rates 

* Annual Rate 

East Instructional Fee Rates 



Kokomo Instructional Fee Rates 

Northwest Instructional Fee Rates 

South Bend Instructional Fee Rates 

Southeast Instructional Fee Rates 

Other Instructional Fee Rates 

Dedicated Fee Rates 

 
 


