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There has been
progresstoward
the goals of the
mer ger, but
significant issues
remain.

Summary

Maor Findings:

The Minnesota State Colleges and
Universities (MnNSCU) system is
still a“work in progress,” moving
in the right direction on many
fronts but not as far along as it
could have been. (p. 44)

The merger has helped make it
easier for students to transfer
credits, but MnSCU could take
additional steps. (pp. 13-14)

The merger contributed to
improved financial oversight of
institutions, the creation of 11
“consolidated” community and
technical colleges, and improved
working relationships among staff
from various colleges and
universities. (pp. 28, 35, 19)

MnSCU hasimplemented a
uniform information system, but
users at ingtitutions still have
concerns about the system’s
ability to meet their needs.

(pp. 31-32)

MnSCU'’s overall direction and
purpose have not been sufficiently
clear. (p. 46)

Poor relationships among
MnSCU'’ s board, central office,
and institution presidents have
adversely affected organizational
cohesion and morae. (p. 58)

* MnSCU presidents have divided

opinions about whether the net
impact of the MnSCU merger has
been positive or negative. (p. 50)

Recommendations:

The MnSCU Board of Trustees and
central office should:

Develop afull array of
performance measures, including
measures that relate to higher
education objectivesidentified in
state law (Minn. Stat. (1998)
§135A.053). (p. 49)

Conduct periodic reviews of
selected academic programs on a
statewide basis. (p. 25)

Clarify the role of the board asa
whole compared to that of
individual trustees. (p. 55)

Evaluate options for addressing
problems caused by the present
faculty bargaining arrangements at
two-year colleges. (p. 42)

Increase their efforts to resolve the
curriculum-related barriers to
transferring occupational/technical
credits to four-year institutions.

(p. 21)



MnSCU needs
clearer direction
and continued
progress on
academic issues.

Report Summary

In 1991, the Minnesota L egislature
passed alaw that merged the
previously separate state university,
community college, and technical
college systems—effective on July 1,
1995. Today, the Minnesota State
Colleges and Universities (MnSCU)
system has 35 institutions on 53
campuses, and it serves about half of
all post-secondary education students
in Minnesota.

MnSCU’sDirection Has
Sometimes Been Unclear

State law saysthat MnSCU’s
governing board should improve
academic opportunities for students,
make credit transfer easier, and reduce
administra-

tive and program duplication. Not all
legislators thought that the merger was
necessary to accomplish these goals,
and there were several unsuccessful
legidlative efforts to repeal the merger
law between 1991 and 1995. During
thistime, there was limited progressin
preparing for the merger, partly dueto
the possibility that the merger law
might be repealed.

Since the merger, there has been some
confusion within MnSCU about the
organization’s overall direction. Some
board members and institution
officials think that MnSCU policy
makers have paid too little attention to
educational issues, and some think the
organization needs a clearer long-term
vison. Some institution officials have
been unclear about what “plan” is
guiding the system, and MnSCU
leaders have not yet decided whether
systemwide plans for academics and
facilities should be devel oped.

MnSCU'’ s central office has done
limited measurement of progress
toward key goals. MnSCU has not
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prepared areport on its performance
that is required by Minnesota law, and
most college and university presidents
rate MnSCU’ s board and
chancellor/central office as“fair” or
“poor” in setting performance
expectations for institutions and
monitoring progress. MnSCU officials
say they are working to develop better
performance measures but that
problems with the MnSCU information
system have hindered progress.

Credit Transfer Has Improved,
But State-L evel Program Review
Has Not

The MnSCU Board of Trustees and
central office have taken severa steps
to address the goal of easier credit
transfer. First, the board has developed
auniform, statewide transfer policy
and a student grievance procedure to
help resolve individual credit transfer
disagreements. Second, the central
office encourages MnSCU colleges
and universitiesto jointly develop
agreements that set forth how credits
transfer between participating
institutions. Third, MnSCU'’s central
office is trying to make information
more readily available through its
transfer website and management
information system.

Most MnSCU presidents, board
members, institution and central office
staff, and student association
representatives agree that the merger
has resulted in improved credit
transfer, especially between MnSCU’ s
two- and four-year ingtitutions. Many
presidents and staff also say that much
work remains to be done, especialy
regarding occupational/technical
credits. Progress has been slow, partly
because MNnSCU’ s board and central
office rely largely on the ingtitutions to
take the necessary steps—and not all of
them have done so.



SUMMARY

MnSCU haslaid
the foundation
for further
administrative
improvements.

Another goal of the merger was
improved oversight of academic
programs. The MnSCU board reviews
all institution requests for new
programs, considering issues such as
duplication with other programs,
student demand, and market demand.
However, contrary to board policy,
MnSCU'’ s central office does not
regularly report to the board on the
efficiency or effectiveness of existing
programs, nor does it have standards
for doing so. Thus, review of existing
programsislargely left to individual
institutions.

Administrative | mprovements
Have Been Made, But Work
Remains

By many accounts, MnSCU was not
ready to meet the merger’ s significant
administrative challengesin 1995. For
instance, external audit reports indicate
that many MnSCU institutions had
significant financial management
weaknesses in the years immediately
following the merger.

Since the merger, however, MnSCU’s
governing board and central office
have given serious attention to
financial and administrative issues.
For example, they have set policiesto
increase institutions' total reserves,
monitored institution bank
reconciliations, and increased external
auditing of MnSCU affairs. In
addition, MnSCU conducted
systemwide studies of building
conditions and space utilization, laying
afoundation for improved capital
decision making.

The merger of the three systems made
possible 11 consolidations of
community and technical colleges
between 1994 and 1996. Officials at
these colleges generally think that the

Xi

consolidations widened educational
options for students, but they have
mixed views about whether the
consolidations saved money. Also, the
consolidated colleges till have two
faculty bargaining units with different
contract provisions, and this has
impeded the full integration of these
Campuses.

MnSCU’s central office assisted in
developing a Twin Cities academic
plan, which is an important step toward
improved coordination of the
ingtitutions in the Twin Cities area.
Implementing this plan will pose many
challenges, but there has been an
unprecedented level of cooperation
among institution officials.

MnSCU has implemented a new
management information system that,
for thefirst time, allows for uniform
information on all MnSCU institutions.
This could become an important tool
for management and accountability
purposes. On the other hand, the
system still needs work. For example,
less than half of MnSCU presidents are
satisfied with the information the
system provides for managing budgets,
personnel, enrollment, and faculty
workloads.

MnSCU'’s central office has annually
presented a single budget request to the
Legislature for al of itsinstitutions;
before the merger, the Legislature
received separate requests from the
state university, community college,
and technical college systems. The
merger has not yet resulted in a
significant change in the way that
operating funds are allocated among
MnSCU institutions, although MnSCU
isworking on a proposed method that
it intends to begin implementing in
fiscal year 2002.
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“Shared Governance” Structure
Needs M ore Cohesion and
Support

Continued progress toward
merger-related goals would be
facilitated by the development of
effective working relationships among
MnSCU'’ s board, chancellor and
central office staff, and college and
university presidents. In many cases,
however, these relationships have been
weak. Participantsin this“shared
governance” process have many
concerns, including inadequate
communication, unclear division of
responsibilities, and occasional
intervention in administrative matters
by individual board members. At
times, these problems have diverted
MnSCU'’s attention from other matters
and have damaged morale.

Changes in leadership have also been
an important obstacle to organizational
cohesion. For instance, Chancellor
Judith Eaton left MNnSCU in 1997, less
than two years after she was
appointed. In 1999, the board decided
not to renew Chancellor Morris
Anderson’s contract, several months
after he was selected as permanent
chancellor. The board is now
conducting a national search for a new
chancellor.

MnSCU'’s board and chancellor rely
on the system’ singtitutions to
implement the policies they adopt, so
the support of these ingtitutionsis
important to

MnSCU'’s ability to move forward.
However, college and university
presidents have mixed views about the
impact of the MnSCU merger on
higher education in Minnesota, with
state university presidents expressing
particular skepticism. In addition, 35
percent of presidents say that the
current governance structure—with
one chancellor and one governing
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board—is the most appropriate one for
Minnesota' s public two-year colleges
and state universities; 44 percent
disagree, and 21 percent express no
opinion.

MnSCU not only needs stronger
internal support, but it also needs
support from the Legidature. Many
MnSCU officias think that the
Legidature has not provided the
financial and policy support needed to
advance the goals of the merger.



We conducted a
limited review of
MnSCU, not a
comprehensive
evaluation.

| ntroduction

n February 1999, the Legidative Audit Commission directed the Office of the

Legidative Auditor (OLA) to develop aresearch proposal for a possible
evaluation of the merger that created the Minnesota State Colleges and
Universities (MnSCU) system. MnSCU officials raised concerns about whether it
was the right time to conduct an evaluation, given the limited availability of data
from MnSCU'’s new management information system. \We recommended
postponing afull evaluation of the merger, chiefly “because complete, accurate,
and comparable data on students, curricula, courses, and outcomes are not readily
available from MnSCU."* For example, not al of MnSCU'’s colleges and
universities were using the same management information system to report data
that we would have needed to evaluate MnSCU’s progress in addressing the
merger's goals. Also, institutions were having problems accurately converting
historical datafrom their previous data collection systemsinto MnSCU’s new
management information system.

Nevertheless, given the importance of the merger, the Legid ative Audit
Commission decided that even alimited “ status report” on MnSCU would be
valuable and directed OLA to conduct areview as soon as staff became available
in early 2000. Our review addressed the following questions:

*  What stepshave MnSCU’s Board of Trustees and central officetaken
to advance the goals of the 1995 merger of Minnesota's state
univer sities, community colleges, and technical colleges?

* Aretheresignificant obstaclesto further progresstoward the merger’s
goals?

We did not conduct a full evaluation of the MnSCU system. Our review focused
primarily on identifying the steps MNnSCU’s Board of Trustees and central office
have or have not taken to address the magjor goals of the merger cited in state law
(such as improved student transfer and improved efficiency), as well as the steps
taken to address additional key goals defined by MnSCU itself. Because our
review focused largely on changes that have occurred as a result of the merger, we
did not consider all MnSCU activities and initiatives. Also, because of the lack of
detailed and historically comparable data, we were not able to address directly
some important merger-related questions, such asthe gain or lossin efficiency
that resulted from the merger or the percentage change in student transfers among
institutions that now make up the MnSCU system. Finaly, we examined the
extent to which the Legislature, Board of Trustees, chancellor, and central office
are perceived as providing clear, cohesive leadership for the new organization.

1 Office of the Legislative Auditor, An Assessment of Data Availability for a Proposed Evaluation
(St. Paul, April 21, 1999), 1.
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Between March and May 2000, we interviewed nearly 130 people—including
current and former MnSCU central office staff, 13 of 14 current board members,
selected former board members, college and university officials (presidents,
business managers, and academic affairs officials), statewide business

organi zation representatives, legislators, legislative staff, and others. We spoke
with representatives from faculty bargaining units and student associations, and
reviewed numerous MnSCU documents and summaries of public meetings.

In addition, we sent an opinion survey to all 35 MnSCU college and university
presidents.” All of the presidents responded to our survey. While we did not
assume that the presidents’ opinions are more important or objective than other
key leaders in the MNSCU system, we concluded that their insights would be
valuable because of the unique positions they occupy. Presidents observe and, to
some degree, participate in MnSCU’s policy making at the highest levels, and they
aredirectly involved in implementing policy—both administrative and
educational—at the campus level. We also respect the fact that the presidents,
especially when considered as a group, represent years of experience dealing with
higher education issues.

Chapter 1 provides background on the merger and the MnSCU system. Chapter 2
assesses progress toward major academic goals of the merger and Chapter 3
examines progress on key financial and administrative issues. Chapter 4 discusses
obstacles that may affect MnSCU'’s progress toward achieving the merger’s goals.

2 Appendix B contains a summary of the presidents’ responses.



TheLegidature
mandated the
MnSCU merger.

Background

SUMMARY

In 1991, the Minnesota Legislature passed a law mandating the
merger of the state’s community colleges, technical colleges, and state
universitiesinto one system on July 1, 1995. The Higher Education
Board, which was created to oversee the merger process, made only
limited progressin preparing for the merger, partly dueto legidative
attempts to repeal the merger law and limited financial and human
resources. The 35 institutions that make up the MnSCU system
currently serve approximately half of all post-secondary education
studentsin Minnesota.

n 1991, the Minnesota L egidature passed a law mandating the merger of the
state’'s community colleges, technical colleges, and state universities into one
systemon July 1, 1995." Some legislators suspected that, operated separately, the

three systems contained duplicate programs, campuses with excess capacity
(while others were crowded), and duplicative administrative and student services
among schools located in close proximity. In addition, they thought that lack of
institutional cooperation created difficulty for some students transferring between
systems. More generally, some legislators thought that the way higher education
was organized in Minnesota resulted in too much focus on the systems’ interests
rather than on the higher education needs of the state or its students.

In this chapter, we address the following questions:
* What factors affected the merger’s progress between 1991 and 19957

e  What isMnSCU’s current organizational structure?

CREATION OF MnSCU

Prior to 1995, Minnesota had four systems of public higher education: the
University of Minnesota, community colleges, technical colleges, and state
universities. Each system had its own governance structure and mission.
Governance of the technical college system was shared by a state board and local
school districts; faculty were employed by school districts and belonged to 18
different local unions. Technical colleges focused on vocational and occupational
education and only alimited number were accredited. Community colleges had a
strong central office system that was directly involved with campus-level

1 Minn. Laws (1991), ch. 356, art. 9. The University of Minnesota was not included in the merger.



Legidators
wanted the
merged system
toimprove
education and
increase
efficiency.
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administrative decisions and provided services to the campuses. Community
colleges focused on two-year academic and occupational programs. State
universities were governed by a state board but were allowed considerable
independence in administrating their academic programs. State universities
focused primarily on four-year baccal aureate programs but also offered some
master’s degrees.

The University of Minnesota was not included in the merger. The university was
established before Minnesota became a state, and it was granted significant
autonomy under the state’s constitution. In addition, the university’s mission
focuses alarge proportion of its resources on graduate programs and advanced
research.

The 1991 law mandating the merger of the public colleges and state universities
also created the Higher Education Board to guide the process.” The Higher
Education Board's mission, as stated in law, suggested that |egislators expected
the merger to result in improved education and increased efficiency. Specifically,
the board was to:

develop administrative arrangements that make possible the efficient use
of the facilities and staff of the former technical colleges, community col-
leges, and state universities.. . . so that students may have the benefit of
improved and broader course offerings, ease of transfer among schools
and programs, integrated course credit, coordinated degree programs, and
coordinated financia aid. In carrying out the merger of the three separate
systems, the board shall control administrative costs by eliminating dupli-
cative administrative positions and course offerings.”’

The Legidature instructed the newly-established board to use the ensuing
four-year interim to prepare for the merger. However, according to MnSCU staff
and some published accounts of the merger, the Higher Education Board and its
staff accomplished little in the four years leading to merger.”

There are severa possible reasons for the lack of progress leading up to the
merger. First, the merger was controversial and did not always have complete
legislative support. In at |least three |egislative sessions subsequent to 1991, the
House of Representatives passed bills to repeal the merger law.® Although the
Senate did not pass these bills, the Legislature did enact severa bills that modified
the 1991 merger law. For example, the 1993 L egislature passed a bill specifying
that the three systems should maintain distinct missions.” A later law specified
that “the board shall provide autonomy to the campuses while holding them

2 The Higher Education Board was the predecessor to the MNnSCU Board of Trustees.
3 Minn. Laws (1991), ch. 356, art. 9, sec. 4.

4 Terrence J. MacTaggart, “The Human Side of Restructuring: Minnesota,” in Terrence J.
MacTaggart and Associates, eds., Restructuring Higher Education: What Works and What Doesn’'t
in Reorganizing Governing Systems (San Francisco: Jossey-Bass Publishers, 1996), 132-156; and
Steven Wallace, “In Search of Vision and Values: The Minnesota Higher Education Merger,” in
John Stewart Levin, ed., Organizational Change in the Community College: A Ripple of a Sea
Change?, New Directions for Community Colleges, no. 102 (San Francisco: Jossey-Bass Publishers,
1998), 5-17.

5 Minn. House (1992), H.F. no. 2042; Minn. Senate (1993), S.F. no. 1407 (House amendment);
and Minn. House (1995), H.F. no. 1856.

6 Minn. Laws (1Sp1993), ch. 2, art. 9, sec. 3.



BACKGROUND

During its
transition years,
the new system
had limited
resourcesto
implement the
mer ger.

n7

accountable”” Other laws changed the authority originally granted to the board
from “manage, supervise, and control” to “govern,” and from prescribing
programs to approving them.®

Second, financial resources to facilitate the merger were limited. A $1 million
appropriation that was passed with the 1991 merger law was vetoed by Governor
Carlson.’ According to an early report by the Higher Education Board, the
Legidative Advisory Commission provided the board with limited funding during
fiscal years 1992 and 1993. The board received legidlative appropriations of
$900,000 for each of fiscal years 1994 and 1995, but an additional $1.26 million
appropriation to the board was vetoed, along with a $3 million appropriation to
the Department of Finance intended to help the department and board develop a
new accounting system.”

A third factor affecting early planning efforts was human resources. Inits early
years, the Higher Education Board experienced turnover in the chancellor position
and had alimited staff. The board had three interim chancellors between 1991 and
1995. Initially, the board’s staff consisted of one half-time assistant provided by

7 Minn. Laws (1996), ch. 398, sec. 33.
8 Minn. Laws (1995), ch. 212, art. 4, sec. 10, and Minn. Laws (1996), ch. 398, sec. 33.

9 Thiswas one of several line-item vetoes to the higher education bill. Governor Carlson’s veto
message said he made the line-item vetoes “in order to bring the higher education budget closer to
my original recommendation.” (State of Minnesota, Journal of the House, 1991 77" Session, vol. 4,
8,795.)

10 These were two of several line-item vetoes to the higher education bill. Governor Carlson’s veto
message said, “The items deleted...can and should be transacted in aregular budget year...” He
also noted that, “ Signing the bill does preserve the language authorizing the next stepsin the higher
education merger process, which | have consistently supported.” (State of Minnesota, Journal of the
Senate, 78" Legislature, vol. 5, 1994 Session and Special Session with Index, 10,485.)
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the Higher Education Coordinating Board.™ A 1993 law said that the Higher
Education Board should rely on staff in the existing post-secondary systems and
elsewhere in government to the extent possible.”” A 1994 board report said that
the board’s budget allowed for “asmall core staff of seven full or part-time
administrators”® When the merger formally occurred in 1995, staff for the
merged central office numbered just over 200."

In spite of difficulties, the Higher Education Board and staff did engage in
merger-related planning during the 1991-95 period, especially in the latter two
years. Staff from the three merging systems participated in task forces that
addressed different areas, such as student services, finance, human resources, and
information systems.” The work of these task forces resulted in recommendations
to the Higher Education Board in several policy areas. Prior to and shortly after
merger, the board adopted policies for admissions, post-secondary enrollment
options, and chancellor-initiated program review, among others. And though there
were problems with the new accounting and personnel information systems, they
werein place by the time of the merger. In addition, Interim Chancellor Jay
Noren and the board had started the process of consolidating some technical and
community colleges.

On July 1, 1995, much remained to be done to build a single system of higher
education. For example, there was not a systemwide student information system
and the board had not adopted a policy on credit transfer, even though enabling
legidation directed the board “to place a high priority on the transferability of
credit among the institutions it governs.”*® Some people told us that the four-year
time lag between the passage of the merger law and the actual merger was an
unproductive time, characterized by repeated legidlative threats to the merger and
too much planning with too little implementation.

THE MnSCU SYSTEM

The MnSCU merger resulted in dramatic organizational changesto Minnesota's
systems of higher education. MnSCU now operates under a“ shared governance”
structure with powers, duties, and responsibilities delegated from the Legislature
to the Board of Trustees, the chancellor, and college and university presidents.
This section provides a brief description of the current MNnSCU board and central
office, aswell asthe size, location, and enrollments of institutions in the MnSCU
system.

11 Higher Education Board, Preparing for Merger: Preliminary Plan and Timetable, March 1,
1992, 26.

12 Minn. Laws (1Sp1993), ch. 2, art. 1, sec. 8, subd. 3.
13 Higher Education Board, Administrative Restructuring Issues, January 1, 1994, 3.

14 Minnesota State Colleges and Universities, Putting Students First: MnSCU’s Plan for Minne-
sota, 1997-2000, 7.

15 Higher Education Board, Preparing for Merger, March 1, 1992 and Higher Education Board,
Preliminary Merger Plan and Timetable, September 1, 1993.

16 Minn. Laws (1991), ch. 356, art. 9, sec. 5, subd. 6.



BACKGROUND

MnSCU operates
under a“shared
gover nance’
structure.

TheBoard of Trustees

The Minnesota State Colleges and Universities system is governed by a
15-member citizen board. Trustees are appointed by the Governor, with the
advice and consent of the Senate. The board must include three students and a
resident of each congressional district.

The board has five committees: audit, educational policy, executive,
finance/facilities policy, and personnel policy. It currently has an ad hoc
legislative committee, a subcommittee on futures, and a subcommittee on trustees.
The board holds its meetings over two days each month, with committee meetings
followed by afull board meeting. The board hasits own staff, consisting of an
executive director/board secretary, two support staff, and an internal auditing unit
that provides the board with information regarding various financial management
and other practices of institutions and various operations within MnSCU.

In statute, the board is granted “the authority needed to operate and govern the
state colleges and universities unless otherwise directed or prohibited by law.”"
The board has the authority to appoint a chancellor and all presidents, instructors,
and employees; prescribe conditions of admission; set tuition and fees; review and
approve or disapprove campus proposals for adding, deleting, or substantially
changing programs of study; merge, reorganize, or close campuses; and approve
ingtitutions’ missions.

In practice, the board delegates much of its authority to the chancellor and college
and university presidents. For example, the chancellor directly appoints system
administrators bel ow the vice chancellor level without the board’s involvement.
College and university presidents hire their own administrators. Additionally, the
institutions are given the latitude to propose tuition rates, although the rates must
be approved by the board before they can be implemented. The board directly
oversees the chancellor, and the board makes final decisions on the selection of
college and university presidents.

The Chancdlor and Central Office

The chancellor serves as MnSCU'’s chief administrative officer. Asshownin
Table 1.1, there have been six chancellors since the merger legidation was passed
in 1991, including three chancellors who served between 1991 and 1995 and three
since the actual merger in 1995.

According to statute, “the chancellor shall possess powers and perform duties as
delegated by the board.”** Under board policy, college and university presidents
report directly to the chancellor, who is responsible for conducting their annual
reviews and making recommendations for presidential appointments when there
are vacancies. The chancellor also has responsibility for awide range of tasks
related to system management, budgeting, and planning. The chancellor is

17 Minn. Stat. (1998) §136F.06, subd. 2.
18 Minn. Stat. (1998) §136F.07.



MnSCU has 35
colleges and
universities
located
throughout
Minnesota.
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Table 1.1: MnSCU Chancellors

Pre-Merger
1991-1992  Mary Reider
1992-1993  Eric Radke (acting chancellor, December-January)
1993-1995  Jay Noren

Post-Merger
1995-1995  Harry Peterson (acting chancellor, July-August)

1995-1997  Judith Eaton
1997-2001 Morris Anderson*

*Anderson was appointed as interim chancellor in May 1997 and permanent chancellor in November
1998. Anderson’s contract expires in June 2001.

SOURCE: Office of the Legislative Auditor, July 2000.

assisted in these tasks by a presidents advisory council, three vice chancellors
(academic and student affairs, finance, and human resources), and a central office
staff of 325 employees.”

| nstitutions

Prior to the 1995 merger, the technical college, community college, and state
university systems operated atotal of 45 institutions on 62 campuses, including:
18 technical colleges on 34 campuses, 20 community colleges on 21 campuses,
and 7 state universities each on its own campus. As shown in Table 1.2, there are
currently 35 institutions in the MnSCU system on 53 campuses.”

In 1999, 52 percent of all post-secondary education students in Minnesota
attended institutions in the MnNSCU system.” MnSCU’stotal enrollment in
for-credit courses for the 1999-2000 school year was nearly 150,000 students.”
Over 40 percent of MnSCU students enrolled in for-credit courses attend part
time, including about half of the students at MnSCU'’s two-year institutions and
over aquarter of the students at MnSCU’s four-year ingtitutions. When
enrollment is standardized by credit hour, the number of “full year equivalent”
(FYE) students for fiscal year 2000 is currently estimated to be just under
114,000. Thisisthe highest enrollment since the MnSCU merger. Enrollments
for ingtitutions in the MnSCU system peaked at nearly 130,000 FYE in 1991.%

19 This number includes 168 staff members assigned to a“ campus service unit,” roughly one-third
of whom are information technology staff located on four campuses throughout the system.

20 These numbers exclude Winona State University’s Rochester Center and the state university pro-
gram in Akita, Japan, which is scheduled to close in March 2003.

21 Higher Education Services Office, Preliminary Headcount Enrollment; http://www.mheso.
state.mn.us/cfdos/webdirectory/Common/Templ ates/M asterPg.cfm?Pagel D=426; accessed February
7, 2000.

22 MnSCU a so served approximately 250,000 students through non-credit customized training and
continuing education.

23 Enrollment levels have fluctuated in large part due to demographic changes in the number of
graduating seniors but are also related to changes in the economy, among other factors (see Kerry
Kinney Fine, Higher Education Enrollments: Current Conditions and Recent Trends (St Paul: Min-
nesota House of Representatives Research Department, January 1998)).
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MnSCU receives revenue from avariety of sourcesincluding state appropriations
and tuition and fees from students. Federal funding isreceived largely through
need-based Pell grants. MnSCU’stotal operating budget for fiscal year 2000 is
$1.3 billion, with roughly 42 percent coming from state appropriations; 28 percent

Table 1.2: Institutions in the MnSCU System

FY99 Enrollment

Institution* Location (FEYE)
Technical Colleges
Alexandria Technical College Alexandria 1,864
Anoka-Hennepin Technical College Anoka 1,289
Dakota County Technical College Rosemount 1,592
Hennepin Technical College Brooklyn Park, Eden Prairie 2,805
Minnesota State College - Southeast Technical Red Wing, Winona 1,084
Northwest Technical College Bemidiji, Detroit Lakes,
East Grand Forks,
Moorhead, Wadena 3,415
Pine Technical College Pine City 367
South Central Technical College Faribault, Mankato 2,176
St. Cloud Technical College St. Cloud 1,891
St. Paul Technical College St. Paul 2,133
Community Colleges
Anoka-Ramsey Community College Cambridge, Coon Rapids 3,472
Fergus Falls Community College Fergus Falls 1,158
Fond du Lac Tribal and Community College Cloquet 477
Inver Hills Community College Inver Grove Heights 2,382
Normandale Community College Bloomington 4,174
North Hennepin Community College Brooklyn Park 2,881
Rainy River Community College International Falls 380
Consolidated Colleges
Central Lakes College Brainerd, Staples 2,457
Century College White Bear Lake 4,015
Hibbing Community College Hibbing 4,176
Lake Superior College Duluth 2,123
Minneapolis Community and Technical College Minneapolis 3,921
Minnesota West Community and Technical College Canby, Granite Falls, Jackson,
Pipestone, Worthington 2,079
Northland Community and Technical College Thief River Falls 1,284
Ridgewater College Hutchinson, Willmar 3,002
Riverland Community College Albert Lea, Austin 1,952
Rochester Community and Technical College Rochester 3,054
State Universities
Bemidji State University Bemidji 3,989
Metropolitan State University St. Paul/Minneapolis 3,314
Minnesota State University, Mankato Mankato 10,946
Minnesota State University, Moorhead Moorhead 5,987
Southwest State University Marshall 2,669
St. Cloud State University St. Cloud 11,962
Winona State University Winona, Rochester 6,426
Northeast Higher Education District
Iltasca Community College Grand Rapids 873
Mesabi Range Community and Technical College  Eveleth, Virginia 1,162
Vermilion Community College Ely 658

*MnSCU also has a program in Akita, Japan that is scheduled to close in March 2003. In addition to
the 43 FYE American student enrollment, approximately 265 Japanese students attend the Akita cam-
pus program.

SOURCE: Office of the Legislative Auditor, July 2000.
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from student tuition, fees, room, and board; 8 percent from federal grants; and 4
percent from state grants.”

State appropriations to MNnSCU’s operating budget in the current biennium total
$1.1 billion.* By law appropriations are linked to both inflation and student
enrollment.” After using the consumer price index (CPI-U) to control for
inflation, state appropriations to the institutions that currently make up MnSCU
have risen 24 percent since 1981, but they have fallen 1.5 percent since 1991.
Enrollments have grown 10 percent since 1981 but fallen 10 percent since 1991.
In current dollars, Minnesota appropriated $4,420 per student in both 1981 and
1991, compared with nearly $5,000 for fiscal year 2001.”

As a percentage of the state’s general fund, current funding levels for higher
education in general, and MnSCU in particular, are at a 20-year low. The
percentage alocated for higher education increased from 12.4 percent in 1981 to a
high of 15.5 percent in 1987, and then decreased to 11.3 percent in 2001. The
percentage alocated to MNSCU institutions increased from 5.8 percent in 1981 to
ahigh of 6.7 percent in 1989, and then dropped to 4.8 percent of the total general
fund budget in 2001.” Nationally, Minnesota ranks relatively high in the
appropriation of state dollars to higher education: ninthin terms of higher
education appropriations per capita, but seventeenth in terms of appropriations as
apercent of personal income in the state.”

MnSCU isthe largest employer in state government, employing over 15,000
people (including 8,531 full-time employees).” The 8,577 faculty members are
the single largest category of employees within MNnSCU. The state universities
employ approximately 3,000 faculty members, 14 percent of whom are part time.
Two-year ingtitutions employ approximately 5,000 faculty members, of whom
40 percent are employed part time.

24 MnSCU, http://www.budget.mnscu.edu/institution/A pril%202000%20Board/Current%20Funds
%?20Budgeted.htm; accessed May 3, 2000. The remaining 18 percent is split among “carryforward’

(10 percent), rents and sales (5 percent), private grants (1 percent), and other (2 percent).

25 Minn. Laws (1999), ch. 214, art. 1, sec. 3. The amount listed includes $13.2 million appropriated
by the 2000 L egislature (Minn. Laws (2000), ch.489, art. 11, sec. 2).

26 Minn. Stat. (1998) §135A.01.

27 Office of theLegidative Auditor analysis of MnSCU data, http://www.budget.mnscu.edu/
Allocati on/phase2/studygrps/adequacy/statesuml.htm; accessed March 22, 2000.

28 MnSCU, http://www.budget.mnscu.edu/Allocation/phase2/studygrps/adequacy/statesuml.htm;
accessed June 8, 2000.

29 Edward R. Hines, Sate Higher Education Appropriations 1997-1998, State Higher Education
Executive Officers (Denver, March 1998). The rankings drop to twelfth and twentieth, respectively,
if state and local appropriations are considered.

30 Office of the Legidative Auditor, Sate Employee Compensation (St. Paul, February 2000), 7-8.
Employee counts were provided by the Minnesota Department of Employee Relations.
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Academic Affairs

SUMMARY

MnSCU has made progress in addressing the academic goals of the
merger, especially asthey relate to credit transfer. However, progress
has been slow, partly because MNSCU’s Board of Trustees and central
office have relied heavily on institutions taking the necessary stepsto
improve credit transfer. The central office has focused on facilitating
communication among faculty, staff, and students regarding transfer
issues. In addition, MNnSCU'’s central office has established few
standards to hold institutions academically accountable to the public
or to measure progress toward goals related to easier credit transfer
and improved program review.

O ne of the major goals of the 1995 merger of the community college, technical
college, and state university systems was better educational opportunities for
students through easier credit transfer and improved program review. This chapter
addresses the following questions:

*  What steps have MnSCU’s Board of Trustees and central office taken
to address credit transfer issues, especially between two- and four-year
institutions?

* Hasthemerger resulted in improved oversight of academic programs,
including attention to issues such as efficiency, quality, and
duplication?

CREDIT TRANSFER

Creating a*“ seamless’ higher education system in which students can move
between institutions with minimal loss of credit has been along-standing concern
of students, legislators, and higher education officials. The 1991 enabling
legislation that created MnSCU specifically listed ease of credit transfer as one of
the merger’s main goals." Four years |ater, the L egislature reiterated its concern
over transfer issues by again requiring the board to “place a high priority on
ensuring the transferability of credit.”?

Credit transfer problems are often related to the different types of “ certificates,”
“diplomas,” and “degrees’ that MnSCU institutions award, as described in

1 Minn. Laws (1991), ch. 356, art. 9, sec. 4, as codified in Minn. Sat. (1998) §136F.05.
2 Minn. Laws (1995), ch. 212, art. 4, sec. 26, as codified in Minn. Stat. (1998) §136F.130.
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Table 2.1. Technical colleges generally offer programs ranging in length from less
than ayear to two years, leading to certificates, diplomas, or Associatein Applied
Science (AAS) degrees. Community colleges offer two-year degrees, including
Associate in Arts (AA), Associate in Science (AS), and Associate in Applied
Science (AAS) degrees. “Consolidated” colleges offer the same types of
programs as technical and community colleges.” State universities offer both
four-year bachelor’'s degrees and post-baccal aureate master’s degrees.

Different institutions often grant certificates, diplomas, or degreesin the same
program areas. This naturally leads to questions about credit transferability. For

Table 2.1: Common Types of Awards Issued by
MnSCU Institutions

Certificate
A document issued to students who satisfactorily complete a specific series of
technical courses. Certificate programs are generally less than one year in length,
ranging from 9 to 30 semester credits.

Diploma
A document given to students who satisfactorily complete a program that is
designed to provide students with employment skills. Diploma programs are
generally one to two years in length, and range from 30 to 72 semester credits.

Associate in Arts
An academic degree awarded to students who satisfactorily complete a specified
number of liberal arts and science courses. The programs, which range from 60 to
64 semester credits, are designed to cover the first two years of a baccalaureate
program.

Associate in Science
An academic degree awarded to students who satisfactorily complete a specified
number of courses and credits in a specific occupational field. The programs are
designed both to prepare students for work and to transfer to a related
baccalaureate program. Associate in science programs typically range from 60 to
64 semester credits, 30 of which must be general education credits.

Associate in Applied Science
An academic degree awarded to students who satisfactorily complete a specified
number of courses and credits in a specific occupational field. The programs,
designed primarily to prepare students for work, range from 60 to 72 semester
credits, one-fourth of which must be general education credits.

Bachelor of Arts/Bachelor of Science
An academic degree awarded to students who satisfactorily complete a program of
120 to 180 semester credits. Bachelor of arts degrees cover majors in the liberal
or fine/performing arts, such as English, education, music, or psychology.
Bachelor of science degrees cover majors in other professional areas, such as
nursing or biology.

Master of Arts/Master of Science
A graduate degree awarded to students with baccalaureate degrees who
successfully complete 30 to 54 additional semester credits in a specific field of
study. Master of arts degrees cover graduate studies in the liberal or
fine/performing arts that do not include a professional component. Master of
science degrees represent graduate studies in science, business, industry,
nursing, or education, or studies in the liberal or fine/performing arts that include a
professional component.

SOURCE: Office of the Legislative Auditor, July 2000.

3 The 11 “consolidated” colleges resulted from the merger of various community college and tech-
nical college campuses between 1994 and 1996, as shown in Table 3.4.
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example, technical colleges, community colleges, consolidated colleges, and state
universities al offer accounting programs. Students who have taken accounting
courses or earned an accounting degree from a two-year institution might expect
their accounting credits to satisfy lower division accounting requirements at
four-year ingtitutions. However, four-year institutions might deny credit because
courses with an occupational focus may be taught differently. Also, some officials
from four-year institutions are concerned that accreditation can be affected by
credit transfer decisions. For example, some program accreditation organizations
might require that instructors satisfy certain education requirements before they
can teach specific types of courses.

Overall, we found that:

« MnSCU officials generally think that the system has made progressin
addressing credit transfer issues.

Asshown in Table 2.2, 71 percent of MNnSCU presidents said that credit transfer
between MnSCU’s two- and four-year institutions has improved because of the
merger and 60 percent said credit transfer among two-year schools has improved.
For example, one two-year college president said that “the merger moved us
toward the potential of true and full credit transfer.” A state university president
said that “transfer issues between two-year colleges and state universities have
been beneficially addressed. Our transfer admissions are up.”

Table 2.2: Presidents’ Opinions on the Effects of the
1995 Merger on Credit Transfer

Presidents were asked to Percentage of presidents who responded:

indicate the effects of the 1995 Improvements No Deterioration Don't
merger in easing credit transfer... Major Minor Change Minor Major  Know
Among MnSCU two-year colleges 14% 46% 23% 6% 0% 11%

Between MnSCU two-year colleges
and four-year universities 17 54 23 6 0 0

SOURCE: Office of the Legislative Auditor, March 2000 survey of MnSCU presidents (N=35).

Technical college presidents were |ess satisfied—only 40 percent of them said that
credit transfer between two- and four-year institutions improved as a result of the
merger. Five of the ten technical college presidents said that the merger did not
result in any changesin credit transfer, although they said that changes were
needed. According to one technical college president, “Technical college credits
still do not transfer to private and four-year colleges.” According to another
technical college president: “Improvements have occurred, but there is still strong
resistance in state university levels, especially in business occupations, health
occupations, and teacher education.” On the other hand, presidents of the
consolidated colleges, which also deliver many occupational/technical programs,
were more positive about the merger’s impact on credit transferability. All but

1 of the 11 presidents of consolidated colleges said that credit transfer between
two- and four-year institutions improved as a result of the merger.
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In addition to obtaining the presidents’ views, we talked with a number of campus
“transfer specialists”’ Generally these staff told us that MNSCU has made
progress regarding credit transfer because the merger has improved
communication between staff at two- and four-year institutions about what will
and will not transfer. In turn, this has made it easier for staff to help students plan
their programs. At the same time, some transfer specialists pointed out that much
work remains to be done, especially for occupational/technical credits.

Finally, representatives from the two major student associations told us that the
merger has improved credit transfer to the extent that transfer issues are no longer
part of their legislative agendas. They attributed most of the progress to better
communication between students and staff when students start to plan their
programs. They also said that more improvements could be made.

Central office staff and board members also told us that MNnSCU has made
considerable progressin addressing credit transfer issues. Table 2.3 outlines the
major ways MnSCU’s Board of Trustees and central office have addressed credit
transfer issues.” Their overall strategy relies heavily on institutions taking the
necessary stepsto facilitate credit transfer. The central office has focused on
improving communication among faculty, staff, and students by (a) developing
uniform, statewide transfer policies, (b) encouraging institutional agreements, and
(c) making transfer information more readily available. While we discuss each of
these activities below, data limitations prevented us from measuring directly
whether these activities are, in fact, resolving credit transfer problems. Also,
MnSCU’s central office does not routinely collect and analyze data on student
movement and how credits have transferred.’

Table 2.3: MnSCU Tools to Address Credit Transfer
Issues

Transfer Policies
» Statewide Transfer Policy

» Student Grievance Policy

Institutional Agreements
* Minnesota General Education Transfer Curriculum

 Articulation Agreements

» Course Equivalency Agreements
* Articulation Councils

» Bachelor of Applied Science

Information Availability
» Transfer Website

» Degree Audit Reporting and Course Applicability Systems

SOURCE: Office of the Legislative Auditor, July 2000.

4 Transfer specialists coordinate credit transfer activities at individual institutions.

5 Other MnSCU activities that are much broader in scope, such as campus consolidation and re-
gional planning, might also improve credit transfer. These initiatives are discussed in Chapter 3.

6 MnSCU’s central officeis undertaking aresearch project that would answer some questions
about student movement among MnSCU ingtitutions.
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Transfer Policies
When we examined board policies and ingtitution practices, we found that:

* Insomeinstances, MNnSCU’stransfer palicies, institutions practices,
and state law conflict with one another.

Minnesota statutes suggest that there should be a“seamless’ system for students
as they transfer between MnSCU ingtitutions. For example, Minn. Sat. (1998)
§135A.052, subd. 1 (2) says that community colleges (and consolidated colleges)
shall offer “. . . occupational programsin which all credits earned will be accepted
for transfer to a baccal aureate degree in the same field of study .. " However,
according to MnSCU policy and ingtitutions’ practices, MnSCU’s occupational
programs only transfer between institutions that have “ articul ation agreements.”
Articulation agreements are formal credit transfer agreements between two or
more ingtitutions that are established for specific programs. The agreements
permit students who successfully complete a specific program in one institution to
transfer some or al of those credits toward arelated degree in a participating
institution.

Also contrary to the goal of “seamless’ transfer is an undergraduate credit transfer
policy adopted by the Board of Trusteesin 1998 that gives individual institutions
broad discretion in determining the extent to which credits transfer among
institutions.® According to board policies, institutions must accept for transfer
individual courses that are equivalent or comparable to specific courses that they
offer, but receiving institutions determine whether courses are equivalent or
comparable.’

Finally, when there are no equivalent courses, board policy sets aceiling rather
than afloor on the number of nonequivalent credits that institutions may accept.
Board policy says that institutions can accept, as general or elective credit, up to
16 semester credits from occupational/professional courses that are deemed not
equivalent.”

Sometimes board policies that seem to advocate a“ seamless’ transfer system
conflict with institution practices. Although board policy alows institutionsto
accept courses for credit on a course-by-course basis at the discretion of the
receiving institution, it requires that some degrees transfer in total. All MnSCU
institutions must give lower-level credit for all credits earned by a student as part
of acompleted AA degree. Board policy also saysthat if two institutions have an
articulation agreement for an AS or AAS degree, all credits earned by a student as
part of the completed degree must be accepted by the receiving ingtitution.™

7 Minnesota State Colleges and Universities, Board Palicies, ch. 1A.1, pt. 2 contained the same
language until May 2000, when the Board of Trustees adopted a new mission statement.

8 Minnesota State Colleges and Universities, Board Palicies, ch. 3.21.
9 1bid., ch. 3.21, subpt. 3.

10 Institutions may accept credits beyond this limit if the credits contribute to an educationally
sound program for a student.

11 Minnesota State Colleges and Universities, Board Policies, ch. 3.21, subpt. 4.
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However, institutions may create articulation agreements for AAS degrees that do
not require all creditsto transfer. According to MNnSCU’s model articulation
agreement for two- and four-year institutions, only students completing their AS
degrees can transfer all of these credits toward a related baccal aureate degree.
Students earning an AAS degree can only transfer the number of credits agreed to
inindividua articulation agreements.

In addition, board policy states that “an Associate in Science degree must have
one or more articulation agreement(s) between the institution awarding the
Associate in Science degree and an ingtitution awarding a related baccal aureate
degree,” but not all AS degrees do.” While MnSCU’s Board of Trustees has
required this of all new AS programs, AS programs that predate the merger may
not have articulation agreements with afour-year institution. For example, staff at
one consolidated college told us that they are trying to develop articulation
agreements for their “older” AS programs that do not currently have them, but it is
atime-consuming process.

In 1998, MnSCU’s Board of Trustees established atwo-tier appeals process for
students having problems satisfactorily transferring credits. Board policy requires
that institutions set up an appeal's process to consider appealsin a“timely
manner.”” Receiving ingtitutions must include arationale for their decision on an
appeal and advise students of the next step in the appeals process. Students who
are not satisfied with areceiving institution’s decision may appeal it to the System
Academic Appeals Review Panel. Students appealing decisions to the panel must
have the support of the sending institution. The system panel makes
recommendations to MnSCU’ s senior vice chancellor for academic affairs, whose
decision is binding.

We found that:

* Todate, there have been no student appeals of transfer decisionsto the
System Academic Appeals Review Panel.

MnSCU'’s central office does not collect information on the number of appeals at
ingtitutions nor does it monitor local decisions. According to staff, having a
uniform policy and procedure available to students has made it easier for students
and institutions to resolve disagreements about transfer decisions at the local level.

| nstitutional Agreements

The 1991 Legidature required the Higher Education Advisory Council to develop
agenera education transfer curriculum that would satisfy lower division
requirements.” In December 1991, all four of Minnesota's public higher
education systems signed an agreement committing themselves to implementing a
genera education transfer curriculum by 1994,

12 1bid.
13 Ibid., ch. 3.21, pt. 3.

14 Minn. Laws (1991), ch. 356, art. 2, sec. 8. The Higher Education Advisory Council consists of
representatives from the state’s public and private higher education systems and the Department of
Children, Families & Learning.
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The Minnesota General Education Transfer Curriculum identifies a specific set of
general education courses that students can take in one MnSCU institution that, if
successfully completed in total, will satisfy the general education requirements at
all other MnSCU institutions.” Board policy requires that all MnSCU institutions
implement the Minnesota General Education Transfer Curriculum as appropriate
to their degrees. This means that they have identified the courses at their
ingtitutions that satisfy the general education requirements of other MnSCU
institutions, making it easier for students to transfer between MnSCU ingtitutions
or to the University of Minnesota.

However, we found that:

* Whileall of MNSCU’stwo-year institutions have formally adopted the
Minnesota General Education Transfer Curriculum, only two of its
seven four-year ingtitutions have done so.

The two state universities that have formally adopted the transfer curriculum are
Minnesota State University, Mankato, and Southwest State University. A third,
Winona State University, isin the process of adopting the transfer curriculum.

The Minnesota General Education Transfer Curriculum functions effectively for
students who transfer from one of MnSCU’s two-year ingtitutions to one of its
four-year institutions. All seven state universities recognize the transfer
curriculum as fulfilling the general education requirements of students who
transfer into their ingtitutions from two-year ingtitutions. However, because few
state universities have formally adopted the Minnesota General Education
Transfer Curriculum, it does not function as effectively for students who transfer
between MnSCU's four-year institutions.

MnSCU and the University of Minnesota have established the Minnesota Transfer
Curriculum Oversight Committee to identify issues with the curriculum and
recommend changes. In addition, representatives from the 11 MnSCU ingtitutions
in the Twin Cities metropolitan area are discussing whether their institutions
should automatically give general education credit to transfer students who
successfully complete individual areas of the curriculum rather than the entire
curriculum. As presently designed and implemented, students must complete the
entire curriculum to automatically receive any general education credit for their
COUrses.

Before both the merger and the adoption of the Minnesota General Education
Transfer Curriculum, institutions relied mainly on course equivalency and
articulation agreements to address credit transfer problems. Course equivalency
agreements identify, on a course-by-course basis, the courses another institution
has judged to be the same as its courses and for which it will give full credit. As
discussed earlier, articulation agreements are much broader and reflect the extent
to which certain two-year degrees, certificates, and diplomas will transfer to other
two- and four-year institutions. Historically, most course equivalency and
articulation agreements were developed on an ad hoc basis, in response to the
needs of particular students or local workforce needs. Without such agreementsin

15 The University of Minnesota al so recognizes the transfer curriculum, with some modifications.
16 Minnesota State Colleges and Universities, Board Palicies, ch. 3.21, pt. 2.



18

THE MnSCU MERGER

place, receiving institutions must decide whether credit will be given for
individual courses on a student-by-student basis.

Since 1999, MnSCU'’s central office has been trying to compile an inventory of all
articulation and course equivalency agreements. Staff have asked institutions to
submit lists of their agreements as well as the agreements themselves to the
central office so that they can be shown on MnSCU’s transfer website.”” Central
office staff are currently examining whether the agreements are accurate and
up-to-date.

We looked at the number of course and
articulation agreements listed on
MnSCU’s website and found that:

* Theextent to which individual
institutions have cour se or
articulation agreementsvaries
considerably and is not
necessarily related to the
proximity of the participating
institutions.

For example, according to MnSCU’s
| website, there are about 850
articulation agreements for
occupational/technical programs

| between two-year colleges and

| four-year universities.”” The number of
articulation agreements listed on
MnSCU'’s website per two-year
institution range from 1 agreement at
both Rainy River and Vermilion
community collegesto amost 100 at the Moorhead campus of Northwest
Technical College. The magjority of the agreements are with Minnesota State
University, Moorhead (which has more than 400 agreements) or Bemidji State
University (which has about 85 agreements). Almost all of the articulation
agreements at these two universities are for their baccal aureate programsin
industrial technology. In contrast, St. Cloud, Winona, and Mankato state
universities each has 10 or fewer articulation agreements listed on the website,
even though there are numerous two-year colleges within easy commuting
distance of these campuses.

Most of the articulation agreements are related to technical fields of study, such as
computers, drafting, and engineering. There are fewer agreements between
technical colleges and four-year institutions in areas such as accounting and
business.

17 Aswe discuss later, MNnSCU’s website does not contain any information on articulation agree-
ments at Southwest State University, and not all institutions have submitted alist of their course
equivalency agreements to MnSCU’ s central office. See http://www.minnesotatransfer.org.

18 MnSCU, http://www.minnesotatransfer.org/Agreements/institution; accessed June 13, 2000. As
noted earlier, MnSCU does not have acomplete list of al agreements. MnSCU updates the website
frequently asinstitutions submit data.
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Previous agreements as well as more recent legislation have emphasized using
“articulation councils’ to help examine credit transfer issues within occupational
areas such as accounting or nursing. Articulation councils date back to 1991,
when Minnesota's four public higher education systems signed the Minnesota
Public Higher Education Transfer Agreement. Init, they agreed to implement
faculty articulation councils. In addition, the agreement committed the systems to
evaluate the success of transferring students. Six years later, the 1997 Legislature
required MnSCU and University of Minnesotato correct transfer problems by
convening task forces to address transfer issues.™

However, we found that:

* Todate, MnSCU’s central office has created few articulation councils
to help addressissuesrelated to transferring occupational/technical
creditsto four-year institutions.

Although MnSCU'’s central office proposed 15 councils, only 6 have been formed,
and only 3 articulation agreements have been developed.” The most far-reaching
articulation agreement addresses how MnSCU'’s various nursing programs transfer
throughout the system. The development of this agreement was facilitated by the
existence of well-established national nursing standards. The other two
agreements, one in agriculture and ancther in aviation, are more limited. For
example, the aviation agreement focuses on the needs of the aviation industry in
the Twin Cities metropolitan area by offering a baccalaureate degree that accepts
transfer credits from aviation-related programsin MnSCU'’s two-year institutions.

According to MnSCU’s central office staff, articulation councils are currently “on
hold” while the system works on implementing a new degree—the Bachelor of
Applied Science (BAS). The degreeis designed to help address concerns that
officials from four-year institutions have about accepting occupati onal /technical
creditstoward their BA or BS degrees. Four-year institutions offering the BAS
degree would agree to accept in transfer related AS or AAS degrees or diplomas
awarded by technical or community colleges. The BAS degree follows a model
that has been used in Moorhead and Bemidji state universities. A supplemental
legidlative appropriation allowed MnSCU to expand the concept beyond these two
schools. To date, MNSCU'’s central office has funded 16 of the 32 BAS proposals
submitted by institutions. Most of these programs arein the early stages of
curriculum planning at the institution level.

According to many central office and institution staff that we talked with,
solutionsto transfer problems, such as articulation and course equivalency
agreements and BAS degrees, must be initiated and developed locally to succeed.
To help institutions address transfer issues, MNnSCU’s central office has tried to
improve communication among institution staff. According to our survey:

e  Most MNSCU presidents agreed that the 1995 merger improved
wor king relationships among the faculty and staff of the previously
separ ate systems.

19 Minn. Laws (1997), ch. 183, art. 1, sec. 6.

20 According to MnSCU, its proposal to establish 15 articulation councils was predicated on receiv-
ing additional legidative appropriations, which the Legislature did not make.
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Asshown in Table 2.4, 63 percent of MnSCU presidents said that the merger has
helped establish effective working relationships among faculty in MnSCU
ingtitutions, and 69 percent said that it has hel ped improve rel ationships among
other staff at MNSCU institutions. Relationships have improved both as a
byproduct of sharing an organizational structure and through the efforts of
MnSCU leadership throughout the system. Transfer specialists from all MnSCU
ingtitutions, the University of Minnesota, and private colleges meet annually to
discuss credit transfer issues. MnSCU'’s central office has also arranged for
transfer specialists of four-year institutions to jointly visit community college and
consolidated college campuses to answer questions students might have about
transferring to a state university. Chief academic officers and chief student affairs
officers from MnSCU institutions meet four times a year—twice just with their
own groups (academic and student affairs) and twice together.

Table 2.4: Presidents’ Opinions on the Effects of the
1995 Merger on Faculty and Non-Faculty Staff
Relationships

Presidents were asked to

indicate the effects of the 1995 Percentage of presidents who responded:
merger in establishing effective Improvements No Deterioration = Don't
working relationships... Major Minor Change Major Minor Know

Among faculty across the boundaries
of the previously separate systems 26% 37% 17% 9% 9% 3%

Among non-faculty staff across the

boundaries of the previously

separate systems 23 46 23 9 0 0
NOTE: N=35. Percentages may not sum to 100 due to rounding.

SOURCE: Office of the Legislative Auditor, March 2000 survey of MnSCU presidents.

While some MnSCU presidents said that transfer issues must be solved at the
local level, some also believed that MNnSCU could play a more active role.
According to one president, “The board has passed policies to transfer credits,
however, they have done nothing to facilitate the actual work of curriculum
revision/articulation at the college level. They think it just happens.”

We agree that the Board of Trustees and the central office could do more to help
ensure that institution practices are aligned with the state’s transfer policies and
that credit transfer issues are addressed consistently acrossinstitutions. Aswe
discussed earlier, state law and board policy suggest that MnSCU is a* seamless’
system. According to MnSCU officials, legislative expectations as they relate to
student transfer are not well-defined and legislators have different views as to
what a“seamless’ system means. Many MnSCU officials that we talked
with—both at the central office and at institutions—said that not all programs or
courses should transfer, nor did they believe that the automatic transfer of all
courses and programs was intended by the L egislature or the Board of Trustees.
At the same time, many officials said that more could be done to address transfer
issues, especialy for occupational/technical credits. We think that MnSCU’s
Board of Trustees, central office, and institutions should discuss with legislators
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the limits and barriers to credit transferability to help determine whether state law
and board policies should be revised.

According to central office staff, two major barriersimpede greater credit transfer
of occupational/technical credit: faculty accreditation and the rigor and
appropriateness of the curriculum. Central office staff told us that institutions are
trying to resolve faculty accreditation concerns by ensuring that new staff have
baccalaureate degrees and by offering additional training to current staff.
Addressing curriculum-related barriers, however, is more difficult and requires
cooperation and commitment on the part of both faculty members and industry
representatives. According to central office staff, successful implementation of
the BAS degree may help resolve some of the curriculum-related barriers to credit
transfer.

RECOMMENDATION

The MnSCU Board of Trustees and central office should increase their
effortsto resolve the curriculum-related barriersto transferring
occupational/technical creditsto four-year ingtitutions. Also, they should
encourage two- and four-year institutions to address curriculum-related
barriers asthey plan program improvements.

| nfor mation Availability

Asindicated earlier, central office staff have asked institutions to provide them
with lists of their articulation and course equivalency agreements so that central
office staff can post the information on MnSCU’ s transfer website. We think that:

* MnSCU’stransfer website hasthe potential to provide valuable
transfer information to students and educators.

To date, however, not al institutions have submitted information. While
Southwest State University isthe only state university that does not have any
articulation agreements listed on MnSCU’s website, there is no course
equivalency information for 22 of MnSCU’s 35 institutions. Furthermore, some
of the course equivalency information that institutions have submitted is
out-of-date. For example, course equivalency datafor some institutions are for
the 1998-99 school year, not the 1999-2000 school year. Others have only listed
course equivalencies as they relate to the Minnesota General Education Transfer
Aqgreement.

MnSCU’s central officeis currently examining the agreements that ingtitutions
have submitted to them. According to its preliminary analysis, many of the
articulation agreements that institutions have submitted to the central office are
not accurate or up-to-date.

21 MnSCU, http://www.minnesotatransfer.org/Tables/CourseEquivalency.html; accessed June 13,
2000.
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We do not know the extent to which students use MnSCU'’s transfer website.
Student representatives that we talked with were not aware of the website, but
some indicated that institutions’ course catalogs, especially technical college
catalogs, now provide students with more credit transfer information than they
used to provide.

Currently, MnSCU isworking to implement statewide electronic systems, referred
to as DARS and CAS, that will permit students and advisors to electronically
access information about course and program transferability. DARS (degree audit
reporting system) is an institution-based system that tracks student progress
toward meeting an individual ingtitution’s requirements. In contrast, CAS (course
applicability system) is a systemwide tool that will permit students to obtain
online evaluations of how their courses or programs will transfer to other MNnSCU
institutions and the University of Minnesota.

While DARS is currently being used on some campuses, CAS has yet to be
implemented. We think that:

» DARSand CAS havethe potential of saving students and advisors
time and money, but their success depends on the availability of
accur ate, statewide infor mation on cour se equivalencies and
articulation agreements.

As noted earlier, MnSCU’s central office staff have not been able to collect course
equivalency information from al institutions. In addition, their preliminary
analysisindicates that many of the articulation agreements that institutions have
submitted to the central office are not accurate or up-to-date. Finally, some
campus staff have expressed concerns about their ability to maintain up-to-date
transfer information without additional resources.

PROGRAM OVERSIGHT

A second major academic goal of the 1995 merger was improved oversight of
academic programs. In our survey of ingtitution presidents, 34 percent said that
the merger improved the elimination or restructuring of unneeded or inefficient
programs; 11 percent said that the merger made things worse. Fifty-four percent
of the presidents said that the merger did not result in any changes.”

Program oversight can occur in various ways. For example, individua institutions
or departments can review their own programs. In addition, MnSCU’s central
office can review individual programs or groups of similar programs. We
examined the mechanisms that the Board of Trustees and central office have
established to review proposed and existing programs. We did not examine
program review activities within individual institutions, which would not
necessarily have changed as aresult of the merger.

22 Of thel9 presidents who said that the merger did not change program review, 4 said that changes
were not necessary and 11 said that changes could have occurred without the merger.
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For proposed programs, MnSCU'’s central office has developed an Academic
Program Approval Manual that explains the process for approving new programs
and the roles of the institutions, central office, and Board of Trusteesin that
process. Board policy requires that the Board of Trustees approve all proposals
for new programs before implementation.” Proposals must specifically address
guestions regarding duplication, student and occupational demand, mission
relevance, and resources. From July 1, 1999 through June 30, 2000, the board
approved 21 new programs and approved offering additional degreesin 117 other
programs.” In recent years, the Board of Trustees has approved all new program
requests that have come beforeit. Central office staff told us that their new
program application process helps ensure that only those applications that are
fully developed and address documented needs go before the board.

In contrast, we found that:

e Contrary to board policy, MNnSCU’s central office does not have a
comprehensive program review processfor existing programs.

Board policies adopted and effective in October 1995 require the chancellor to
identify, using accountability standards developed through the academic affairs
division, academic programs and departments that require examination by
institution presidents.” In addition, the chancellor is required to report annually
on the efficiency and effectiveness of al academic programs and departments and
to make formal recommendations to the board for action. Board policy aso
requires that individual institutions regularly review their academic programs and
departments with respect to their performance on system accountability
standards.”

MnSCU’s central office has not developed standards to use in reviewing programs
and staff have not made annual reports to the board on existing programs. Some
central office staff think that the board’s policy concerning centralized program
review istoo intrusive and that program review should be left to ingtitutions. In
addition, central office staff indicated that lack of comparable data has been a
major obstacle to developing standards. However, MnSCU's central office has not
identified measures to use in reviewing programs, which would seem a necessary
first step in determining what common data are needed.

MnSCU'’s central office haslargely left it to individual colleges and universitiesto
establish measures of program effectiveness and efficiency for reviewing their
individual programs.” According to central office staff, individual institutions
haveinitiated almost all changes to existing programs, including suspensions and

23 Minnesota State Colleges and Universities, Board Poalicies, ch. 3.14.

24 Minnesota State Colleges and Universities, Program Activity Report, July 18, 2000.
25 Minnesota State Colleges and Universities, Board Policies, ch. 3.11.

26 lbid., ch. 3.10.

27 In 1996, MnSCU’s central office began developing a new graduate follow-up system for all
MnSCU ingtitutions. The system collects information on graduates' employment or continuing edu-
cation status, location of job, job title, and relatedness of their job to the program from which they
graduated. The system does nhot collect data on program satisfaction or wages.
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closures, since the merger.” As of July 2000, MnSCU institutions offered over
3,500 programs of study.” From July 1, 1999 through June 30, 2000, the board
closed 27 programs, including 10 associate degree programs, 9 diploma or
certificate programs, and 8 bachelor degree programs. Upon the request of
individual ingtitutions, central office staff suspended another 113 programs,
mostly diploma and certificate programs.* Central office staff also approved
institutions' requests to redesign over 500 other programs. Program redesigns can
include changing an existing program’s name, identification code, credit length,
options or emphases, or type of award granted.

Whileinstitutions' program review activities and standards vary, central office and
ingtitution staff told us that institutions routinely examine the financial viability of
their programs and courses because it is, in large part, determined by student
enrollment. The allocation model that MnSCU’s central officeis currently
developing to distribute funds to individual institutions will use program cost
comparisons that will permit officials at each institution to compare the costs of
their programs to similar programs in other institutions. MnSCU’s central office
expects that the model will provide an incentive for institutions to redesign or
close unproductive programs. In addition, some institution officials told us that
they use the program review indicators contained in a 1997 report by a MnSCU
advisory committee on strategic and comprehensive program enhancement
(SCOPE).* The SCOPE report addressed institutional missions, planning, and

28 MnSCU'’s central officeis currently writing a master academic planning guide to help institu-
tions examine their programs as part of the academic planning process.

29 Minnesota State Colleges and Universities, Program Activity Report, July 18, 2000.

30 Central office staff can approve institutions' requests to suspend or redesign programs; such re-
quests do not require the approval of the Board of Trustees.

31 Minnesota State Colleges and Universities, Advancing Accountability Within MNSCU (St. Paul,
March 19, 1997).
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accountability, particularly as they relate to program review. However, the central
office has never formally implemented SCOPE's program review
recommendations.

We think that the Board of Trustees and central office should pay more attention
to state-level program review. First, the board’s existing program review policies
are not being followed, which suggests a need to either revise the policies or
ensure compliance. Second, program review from a statewide perspective can be
an important supplement to institution-level review. For example, state-level
reviews could focus on whether categories of programs across the MnSCU system
adequately meet the state’s workforce needs. State-level reviews could also
consider whether there is unnecessary program duplication within an academic
field or whether selected occupational programs are placing sufficient numbers of
their graduates in program-related jobs. MnSCU has worked with business
representatives to review the adequacy of programsin some occupational fields
such as printing, although some representatives of business groups with whom we
spoke said that MnSCU should make further efforts to address employer needs.”

RECOMMENDATION

The MnSCU Board of Trustees should require the central office to conduct
periodic reviews of selected academic programs on a statewide basis. It
should also consider whether there should be standards for identifying
programs needing further review, as recommended in its 1997 SCOPE
report.

32 The 1998 Legidature appropriated $4 million to MnSCU to bring together Minnesota business
and education representatives to address worker shortagesin five rapidly growing industries. One
result of this effort is arecent report by the Minnesota Printing and Education Partnership that rec-
ommended creating five “ centers of excellence” to better meet the workforce needs of the state’s
printing industries. See Minnesota Printing and Education Partnership, Recommendations to Im-
prove and Expand Printing Programsin Minnesota (St. Paul, November 1999).
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SUMMARY

One of the goals of the MnSCU merger was to improve the efficiency
and management of public two-year colleges and state universities.
The merger has contributed to many improvementsin this area, but
more work remains. Positive changes have included better oversight
of institution finances, more comprehensive information on facility
condition and use, and unprecedented cooperation among institutions
in the Twin Citiesregion. The creation of 11 consolidated community
and technical colleges was a major byproduct of the merger, although
having two faculty unions at these campuses remains an obstacle to
their full integration. MnSCU’s central office has developed a
systemwide information system, but users have encountered many
problems. The central officeis also working to develop a better
method of allocating funds among institutions.

snoted in Chapter 2, improved academic opportunities was one of the
Legidature’'s main goals for the merger of Minnesota's state university,
community college, and technical college systems. The other main goal

mentioned in statute related to efficiency. MnSCU was to “develop administrative

arrangements that make possible the efficient use” of facilities and staff." In
addition, state law instructed MnSCU to eliminate “duplicative administrative
positions and course offerings,” and it set forth a goal of a single accounting
system for the institutions governed by MnSCU .2

In this chapter, we address the following questions:

* Towhat extent hasthe merger helped to consolidate financial
management, budgeting, and other administrative activities? Are
these changes perceived as positive? What steps have the MnSCU
Board of Trustees and central officetaken to improvethe
management efficiency of MnSCU?

* What isthe status of theinformation system that MnSCU’s central
office designed and implemented? Are users satisfied with the
information it provides?

* Hasthemerger contributed to any important labor relations
problems?

1 Minn. Sat. (1998) §136F.05.
2 lbid., and Minn. Laws (1991), ch. 356, art. 9, sec. 8, subd. 8.



28

The merger
presented many
challenges,
including the
transfer of
technical colleges
from local to
state control.

THE MnSCU MERGER

GENERAL FINANCIAL MANAGEMENT

The 1995 merger of Minnesota's state universities and two-year public colleges
presented many financial management challenges for MnSCU institutions. First,
systemwide financia policies and procedures adopted by MnSCU inits early
months often varied from those of the three previous higher education systems.
Second, all MnSCU institutions implemented a new systemwide accounting
system in 1995, but many users of this system thought that it was poorly designed
and lacked adequate staff support.’

Another major challenge—unique to MnSCU’s technical colleges—was the
transition of institutions from local to state control. Before 1995, technical
colleges were affiliated with local school districts.* The school districts managed
budgets, set policies, and negotiated contracts for the colleges. Often, the districts
provided business, personnel, and maintenance services to the colleges for afee.
Some small technical collegesrelied extensively on school district personnel to
manage their affairs. In addition, some colleges received insufficient attention
from school districts before the 1995 merger, and financial audits indicated that
some of the colleges had deficit fund balances at the time of the merger.’

Challenges such as these contributed to various financial management weaknesses
in the months following the merger. Asshown in Table 3.1, financia audits by the
Office of the Legidlative Auditor had an average of 12 “findings’ per institution
audit in the first three-year cycle of audits following the merger; technical colleges
alone averaged more than 16 findings per audit. These averages were well above
the averages for audits of state agencies, and many of MnSCU'’s audit findings
were serious in nature. MnSCU audit staff noted that the number and severity of
audit findings declined over the course of thefirst full three-year cycle of external
audits. However, because the institutions audited vary from year to year, a better
measure of MnSCU progress will be the number and severity of audit findingsin
the second compl ete three-year cycle of institution audits, compared with the first.

Five yearsinto the merger, we found that:

« MnSCU has made considerable progressin its effortsto improve
financial management, although work remainsto be done.

There was little reliable financial information in the early months of the merged
system, and board members often were unsatisfied with the answers to their

3 Ina1999 report, MNSCU’ sinternal auditors said that the financial systems were implemented in

avery short time period with little documentation of user needs and limited testing and training. See
Minnesota State Colleges and Universities, Reliability of MNSCU Financial Data (St. Paul, May 19,

1999).

4 Inmost cases, the colleges reported to individual school districts; in several cases, they reported
to “intermediate” or “joint” districts, which served multiple individual school districts. Technical
colleges statewide received technical assistance and oversight from a system office that reported to
the State Board of Technical Colleges, but personnel and fiscal operations were more decentralized
in the technical college system than in the community college and state university systems.

5 A summary of issues surrounding the technical colleges can be found in Office of the Legidative
Auditor, Minnesota Sate Colleges and Universities: Transition of Technical Colleges Into Sate
Government: Selected Scope Financial Audit for the Year Ended June 30, 1996 (St. Paul, August
1996).
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Table 3.1: Number of Findings Per External Financial
Audit, Fiscal Years 1996-98

Average Number

Number of Number of of Findings
Audits Findings Per Audit
State universities 7 55 7.9
Community colleges 8 81 10.1
Consolidated colleges 11 140 12.7
Technical colleges 10 162 16.2
TOTAL 36 438 12.2

SOURCE: Office of the Legislative Auditor, Financial Audit Division.

inquiries about financial matters. However, the MnSCU Board of Trustees,
central office, and college and university officials have given serious attention to
financial issues. Some of the magjor steps taken by MnSCU to address financial
matters have included the following:

e Theboard has adopted a policy stating that institutions should have a total
reserve equal to 5 to 7 percent of the previous year’s annual general
operating revenues by fiscal year 2001.° Total institution reserves grew
from 4.4 percent in fiscal year 1996 to 5.9 percent in fiscal year 1999.

* Theboard created an internal audit office in 1997 to help it evaluate
MnSCU'’s progress on key issues. For example, this office produced
reports on MnSCU’s Y ear 2000” computer preparedness and the
reliability of MNnSCU financial data. On an ongoing basis, the office has
provided the board with information on the status of findings from internal
and external audit reports.

e 1n 1999, the board adopted a plan for audited financial statements of
system activities. For fiscal year 2000, the plan required the central office
to produce and have audited a systemwide balance sheet. For fiscal year
2001, a balance sheet and additional systemwide financial statements will
be prepared and audited. The focus changes to individua institutions for
fiscal year 2002, with each college and university required to produce
annual audited financial statements for its activities.”

* 1n 1995, MnSCU contracted with the Office of the Legidative Auditor for
financial audits of individual institutions’ internal controls and selected
other issues. MNnSCU institutions conduct their business in an unusually
complex financial environment, and the enhanced audit review has been an
important tool to identify financial management problems, internal control
weaknesses, and legal compliance concerns. Key issuesidentified in some

6 Minnesota State Colleges and Universities, Board Policies, ch. 5.10, pt. 2.

7 MnSCU estimates that institution-level audited financial statementswill cost atotal of $600,000
per year, but the board believes they will enhance financial accountability by providing an external
review of ingtitutions' financial management practices.
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of the more than 50 audits have included incomplete and untimely
recording of financial information, weaknesses in computer systems
security, and inadequate controls over cash transactions and other assets.

e Aswediscuss later in this chapter, MNnSCU institutions now report
business transactions in a uniform information system. For instance,
institutions use a common general ledger where transactions can be
recorded in a standardized way. The ability to look at systemwide
financial information across the boundaries of the previous systems has
been an important step forward.

Due to these and other steps, most college and university officials perceive that the
MnSCU merger has contributed to improved financial management. In our survey
of MnSCU presidents, we found that 71 percent said that the merger resulted in
improvements in financial accountability among institutions—including 34
percent of presidents who said that the merger contributed to “major
improvements.” In contrast, only 14 percent said that the merger contributed to a
deterioration of financial accountability.’

Although MnSCU'’s financial management practices have improved, challenges
remain. For instance, as of June 2000, five MnSCU colleges and universities were
consistently unable to reconcile their accounting and banking records during the
first four months of 2000. Thisisan improvement from ayear earlier, when 13
colleges and universities could not consistently reconcile their balances during the
first four months of 1999, but it indicates that some institutions continue to
struggle with basic financial management. MnSCU’s Board of Trustees asked
institutions with reconciliation problems to develop “action plans’ that could lead
to complete account reconciliation by the end of fiscal year 2000.°

In addition, MnSCU’s internal audit office concluded in a 1999 report that the
MnSCU information system’s “financial reporting functionality is inadequate,”
and it recommended various steps to improve the reporting, integrity, and
consistency of financial data."” The office recently told the MnSCU board that
many of the issues “remain unresolved.”"

In general, there is room for improvement in the types of management information
that MnSCU'’ s central office produces. For example, the central office has worked
with institution officials to devel op a management reporting tool with 15
indicators. Most of the indicators provide basic descriptive information that can
be compared among ingtitutions—such as class size, current expenditures, and
enrollment—rather than measures of efficiency or effectiveness. A steering
committee of presidents and campus staff oversees this effort and is working to
develop additional indicators.

8 N=35. Four of the five presidents who said that financial accountability deteriorated described
thisas“minor” deterioration.

9 MnSCU set aJuly 30, 1999 deadline for year-end reconciliations for fiscal year 1999, but there
was an unexplained difference of $3.7 million in the institutions’ June 30, 1999 accounting and bank
records as of September 1999.

10 Minnesota State Colleges and Universities, Reliability of MNnSCU Financial Data.

11 Minnesota State Colleges and Universities, Follow-up Activity Report: First Quarter 2000 (St.
Paul, April 18, 2000), 6.
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MANAGEMENT INFORMATION SYSTEM

Aswe noted in our 1999 assessment of MnSCU data availability, MnSCU has had
problems devel oping and implementing a system for reporting accurate and
uniform data on revenues, expenditures, staffing, students, programs, courses, and
outcomes. A variety of factors, including short-sighted decisions, poor planning,
and inadequate resources, resulted in numerous setbacks as MnSCU's central
office, colleges, and universities struggled to implement a common management
information system.”

However, as of September 1999, all of the MnSCU colleges and universities had
implemented the key components of MNnSCU’s management information system.
As described in Table 3.2, the management information system is made up of
several different components that are designed to operate as one integrated
system.” The components cover areas such as accounting, human resources, and
class scheduling. We think that:

* Implementation of an integrated, uniform management infor mation
system has been an important accomplishment of the merger.

Table 3.2: Key Components of MNSCU’s Management
Information System

Component Description
Registration Manages student registration and adding, dropping, and

wait-listing classes.

Curriculum Manages overall course offerings for institutions, including course
descriptions and program requirements.

Course Manages courses for specific term including approval,
room assignment, and assignment of instructors.

Grade/Transcript Allows for entering and publishing student grades.

Financial Aid Supports awarding and disbursing student financial aid and
compliance with state and federal regulations.

Placement Helps graduates with job searches; collects and analyzes
placement data.

Accounting Manages accounting data for each campus, including revenues
by source and expenditures by function.

Human Resources Manages human resources, payroll and personnel, faculty and
staff assignments, and workload.

SOURCES: Minnesota State Colleges and Universities, Student Information System (St. Paul, 1999)
and interviews with MnSCU central office staff.

12 Office of the Legidative Auditor, An Assessment of Data Availability. See also Minnesota State
Colleges and Universities, Student Information Systems (St. Paul, January 20, 1999).

13 MnSCU is still developing and implementing some optional modules, including the degree audit
reporting and course applicability components that we described in Chapter 2.
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The integrated information system has the potential to provide uniform data on all
of the MnSCU institutions. Having uniform statewide data can be an important
management tool for individual institutions and fulfill information needs of the
MnSCU central office, the Board of Trustees, the Legislature, and others. Interna
and external users agree that a common information system can make oversight
and accountability easier.

Some staff at the colleges and universities with whom we spoke said that the new
information system is much better than what they had previously. Some noted
that the information system has capabilities, such as the ability to run queries,
which could eventually provide them with useful information on awide array of
issues. Also, the information system allows students to register electronically.
Central office staff told us that, as financial information has improved, so has the
usefulness of MNSCU’s annual “ cost study.”

However, not all users were satisfied with MnSCU’s management information
system. Based on our interviews and surveys, we concluded that:

* Therearedtill potential barriersto full utilization of MNnSCU’s
management information system.

Some users had concerns about the information system’s ability to meet
institutions’ information needs. As shown in Table 3.3, only about 40 percent of
the presidents said that they had satisfactory management information in the areas
of finance and human resources. Smaller percentages of presidents said that they
had useful information on admissions, enrollment, and faculty workload.
Generally, presidents of two-year institutions were more satisfied with the
management information system than presidents of four-year institutions.

In addition, some business managers that we talked with raised concerns about the
complexity of the system. Some users thought that the information system
regquired more expertise and resources than they had available. Furthermore,
many business managers at two-year institutions said that they did not receive
enough technical assistance from the central office.

Table 3.3: MnSCU Presidents’ Satisfaction with
Information System

Survey statement: “MnSCU’s new

information systems (including any Percentage of presidents who responded:
any refinements likely in the next year) Neither
provide satisfactory management Strongly Agree nor Strongly Don'’t
information for the purposes of:" Agree Agree Disagree Disagree Disagree Know
Budgeting and financial management 15%  29% 12% 32% 12% 0%
Human resources and contract

management 3 35 26 26 9 0
Admissions and enrolliment management 0 24 9 35 32 0
Faculty workload management 0 18 21 38 21 3
NOTE: N=34.

SOURCE: Office of the Legislative Auditor, March 2000 survey of MnSCU presidents.
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Finally, some users and central office staff raised concerns about the quality of the
datain the information system. Some users thought that the system lacked
adequate safeguards against entering incorrect data. A May 1999 report by
MnSCU's office of internal auditing noted the inconsistency with which
institutions record financial datain the system.”

MnSCU'’s central office recently created an information technology (IT) division
and a strategic plan that may help address the management information concerns
expressed by users. ThelT division has all information system staff reporting to
one associate vice chancellor, who in turn reports to the chancellor. The prior
structure had some information staff reporting to institution presidents.” The T
division has adopted a “ continuous improvement” approach to improve its
customer service and work more closely with institutions. Also, the division is
creating two types of advisory groups. First, atechnology roundtable will help
develop future information technology strategies, priorities, and policies. This
group, which will meet quarterly, will include students, faculty, presidential and
chancellor appointees, administrative users, external stakeholders, and campus
information officers. Second, five steering committees, focusing on information
security, academic systems, administrative systems, data management, and
infrastructure, will develop and sponsor systemwide technology proposalsin these
areas. |n addition, MnSCU plansto hire outside consultants to evaluate its
management information system, with special attention to the longevity of the
components that make up the information system and alternatives.

BUDGETING

Before the merger, the Legislature received separate budget requests from the
technical college, community college, and state university systems. Consequently,
the systems competed with each other for state funding at the Legislature. When
the 1991 L egidlature authorized the merger, it required the new governing board to
prepare one consolidated budget request.”® Subsequent to the 1995 merger,

* MnSCU’scentral office has annually presented a single budget request
tothe Legidaturefor all of itsinstitutions.

This budget consolidation would not have occurred without the MnSCU merger.
Staff involved in the executive and legislative branch budget processestold us that
it issomewhat easier to deal with a consolidated budget request—one for which
MnSCU officials have already debated priorities. Some staff commented that the
early MnSCU budget requests mostly aggregated the requests of the separate
systems, while more recent requests show evidence of a more integrated,
systemwide perspective.

Legidative staff told us that MnSCU’s budget requests (and the resulting
legidlative appropriations) have been less detailed than those prior to the merger.
Some staff said that the reduced detail has occasionally |eft legislators unclear

14 Minnesota State Colleges and Universities, Reliability of MNSCU Financial Data, 25.
15 Ingtitutions still employ some information technology staff to respond to institutions' needs.
16 Minn. Laws (1991), ch. 356, art. 9, sec. 5, subd. 3.
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about the specific purposes for which the budgets would be used. On the other
hand, staff said that |egislators sometimes welcome the chance to make MnSCU
responsible for difficult decisions that might previously have been made
legidlatively.

It is unclear whether the consolidation of MNSCU’s budget process has resulted in
different or better budget decisions than would otherwise have occurred.
Legidators still inquire about the impact of MNnSCU budget initiatives on certain
categories of ingtitutions or certain parts of the state—as they did before the
merger. In some cases, the priorities established in the legislative budget process
are different than those set forth by MnSCU.

The Legidature no longer makes separate appropriations for the state university,
community college, and technical college systems. Because the Legislature
appropriates funds to MnSCU instead of the three previous systems, the method
used by MnSCU to allocate funds among institutions has taken on increased
importance. So far,

* Themerger hasnot significantly changed the way operating fundsare
allocated among M nSCU institutions, although the central officeis
preparing a proposal that would affect fund allocations starting in
fiscal year 2002.

The 1997 Legidature rejected MnSCU'’s first proposed all ocation model,
mandated an alternative approach based largely on historical funding levels and
enrollment changes, and required MnSCU to develop a new allocation model.”
The MnSCU board approved a basic framework for a new allocation model in late
1998. Sincethat time, 11 study groups of MNSCU'’s institution and central office
staff have been developing further details of this model. The MnSCU board will
consider approval of the final design in Fall 2000 and will then discuss
“implementation rules’ for the model. MNSCU expects to begin using the
allocation model in fiscal year 2002, with implementation phased in over threeto
fiveyears. According to MnSCU officials, the new model should give institutions
flexibility to offer the programs they wish, aslong as they meet certain “bottom
ling” cost standards.”

Most of the institution business managers that we interviewed spoke positively
about MnSCU'’s efforts to develop a new allocation model. But many important
decisionsremain. Until the final design is developed and there is further
discussion of systemwide standards, it is difficult to gauge the impact of the
model and how it will be received by institutions and legislators.

In the capital budgeting process, MnSCU has started to lay the foundation for
improved decision making. Most notably,

17 Minn. Laws (1997), ch. 183, art. 1, sec. 3. Also, see Representative Joe Opatz, The Policy and
Palitics of the MnSCU Allocation Process (St. Paul, January 1998).

18 MnSCU officialsidentified two main differences between the model rejected by the Legislature
in 1997 and the model being developed now. First, the current model evaluates how institution costs
compare with other MnSCU institutions; the previous model used national data for purposes of cost
comparisons. Second, the current model treats instructional and non-instructional costs separately,
which officials believeis afairer way to fund low-enrollment institutions that tend to devote alarger
proportion of coststo physical plant maintenance.
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* Thecentral office recently conducted a systemwide study of the
condition of MnSCU facilities—the first comprehensive study of this
type ever conducted.

This study should provide an objective basis for assessing systemwide capital
investment needs. MnSCU used the facilities condition study as a basis for many
of its deferred maintenance funding requests to the 2000 L egidlature.

In addition, MnSCU’s board and central office have taken stepsto link capital
bonding regquests to its institution planning process. Staff told us that most
bonding reguests in 2000 were based on institution “ master plans,” and the
MnSCU board recently approved guidelines to establish this linkage for all capital
projectsin 2002. MnSCU'’s central office also has encouraged institutions to fund
their own “pre-design” plans with firm estimates of cost and project scope before
proposing projects for state bonding.

Institution presidents expressed split opinions about whether the merger has
contributed to a better capital budgeting process than would otherwise exist. In
our survey, 51 percent of the presidents said that the merger resulted in
improvements in capital budgeting, while 37 percent said that the capital
budgeting process deteriorated as aresult of the merger.” In the 2000 legislative
session, some legidlators questioned the credibility of the MnSCU planning
process when the capital request list approved by the MnSCU board in January
2000 differed from a preliminary list that MnSCU had provided to state budget
officialsin Fall 1999 (before public hearings had been conducted and internal
discussions were completed). Nevertheless, MnSCU officials were generaly
pleased with the percentage of the capital funding bill that the 2000 Legislature
dedicated to MNSCU projects, and they thought that the projects authorized were,
in most cases, consistent with MnSCU’s priorities.

ADMINISTRATIVE CONSOLIDATION AND
COOPERATION

Consolidated Colleges
We found that:

e Thecreation of 11 “consolidated” community and technical colleges
was one of theimportant results of the MnSCU merger.

Prior to consolidation, the community and technical colleges shown in Table 3.4
were administered separately, although several were located in the same

19 Five of seven state university presidents said they perceived merger-related deterioration in the
capital budgeting process, while one state university president reported improvement. Eight of 28
two-year college presidents said they perceived deterioration in the capital budget process, while 17
two-year presidents reported improvement.
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city—often on adjacent property and sometimes in the same building.” Some of
these “co-located” campuses developed cooperative relationships in recruiting,
advertising, and the delivery of general education courses.” However, there were
also instances of unnecessary instructional and administrative duplication.”

Table 3.4: Consolidated Colleges

Current Institutions (location)

Previous Institutions

Central Lakes College
(Brainerd, Staples)

Century College
(White Bear Lake)

Hibbing Community College
(Hibbing)

Lake Superior College
(Duluth)

Mesabi Range Community and
Technical College (Eveleth, Virginia)*

Minneapolis Community and
Technical College (Minneapolis)

Minnesota West Community and Technical College
(Canby, Granite Falls, Jackson, Pipestone,
Worthington)

Northland Community and Technical
College (Thief River Falls)

Ridgewater College
(Hutchinson, Willmar)

Riverland Community College
(Albert Lea, Austin)

Rochester Community and Technical
College (Rochester)

*Mesabi Range was further “consolidated” with Vermilion Community College (Ely) in 1996 to form the

Brainerd Community College
Brainerd/Staples Technical College

Lakewood Community College
Northeast Metro Technical College

Hibbing Community College
Hibbing/Eveleth Technical College
(Hibbing campus)

Duluth Community College Center
Duluth Technical College

Mesabi Community College (Virginia)
Hibbing/Eveleth Technical College
(Eveleth campus)

Minneapolis Community College
Minneapolis Technical College

Worthington Community College
Southwestern Technical College
(Canby, Granite Falls, Jackson,
Pipestone)

Northland Community College
Northwestern Technical College
(Thief River Falls campus)

Willmar Community College
Hutchinson/Willmar Technical College
(Hutchinson, Willmar)

Austin Community College
Riverland Technical College
(Austin campus)
Mankato/Albert Lea Technical
College (Albert Lea campus)

Rochester Community College
Riverland Technical College
(Rochester campus)

Laurentian District. However, the Laurentian District was recently replaced by the Northeast Higher
Education District, which also includes Itasca Community College.

SOURCE: Office of the Legislative Auditor, July 2000.

20 Office of the Legislative Auditor, Higher Education Administrative and Student Services
Soending: Technical Colleges, Community Colleges, and State Universities (St. Paul, March 1992),

142.
21 Ibid., 143.

22 lbid., and Office of the Legidlative Auditor, Higher Education Programs (St. Paul, February

1993), 64-66.
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Before the 1995 MnSCU merger, there were legidative efforts to encourage
co-located community and technical colleges to cooperate and even consolidate
personnel.” However, the presence of separate governing boards for the
community college and technical college systems hindered the administrative
consolidation of these colleges, as did “cultural differences’” among staff at the
institutions. Co-located community and technical colleges made little progress
toward consolidation in the early years after the merger legislation passed in 1991.
The 1993 Legidature required institution-level planning for consolidation, and a
1994 report indicated that only the co-located institutions at Brainerd and Thief
River Falls had reached a * broad-based commitment to total college merger,”
complete with timetables.™ As the system merger approached, the MnSCU board
and Interim Chancellor Jay Noren took a more active role by designating single
presidents for the consolidated institutions and allocating some additional funding
to campuses for consolidation-related costs. With considerable staff effort at the
affected colleges, all 11 consolidated community and technical colleges were
established by July 1996.

In our interviews and surveys of ingtitution officials, the consolidation of
community and technical colleges was among the most frequently cited benefits
of the MnSCU merger. For example, we asked institution presidentsto list the
most important steps that have been taken toward the goals of the MnSCU merger,
and their survey responses included the following:

“[The merger] mandated technical colleges and community collegesin
the same city to [consolidate]. This should have been done 30 years ago
and would not have occurred without legislation.”

“In my opinion, the co-located colleges are the greatest example of suc-
cess regarding merger.”

“Minnesota taxpayers have benefited by the consolidation of institutions
and the efficiencies created on the campuses.”

It isunclear whether (or to what extent) the consolidations resulted in net savings.
In 1997, MnSCU'’s central office estimated that the consolidations initially
resulted in a one-time additional cost of $3.8 million. This estimate included
additional costs such as remodeling, marketing related to institution name
changes, and changesin institution signage and telephone systems. MnSCU also
estimated that the consolidations produced annual “savings’ of about $4.0 million,
based largely on staffing reductions. MnSCU no longer has detailed
documentation on the components of these estimates, and its financial information
system cannot be used to reliably analyze ingtitutional administrative costs before
and after the consolidations.”

23 Minn. Laws (1983), ch. 258, sec. 64; and Minn. Laws (1991), ch. 356, art. 2, sec. 3.

24 Office of the Legidative Auditor, Higher Education Administrative and Student Services
Soending, 144.

25 Minn. Laws (1Sp 1993), ch. 2, art. 3, sec. 12; and Higher Education Board, Co-Located Cam-
puses (St. Paul, February 15, 1994).

26 This partly reflects changes in information systems that have occurred since the MnSCU merger.
In addition, it would be difficult to precisely determine administrative costs for campuses that were
formerly part of multi-campus technical or community colleges.
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Consolidated college administrative officials whom we interviewed were divided
on whether the consolidations have resulted in net savings or efficiency gains so
far. Officials noted that savings from consolidation-related staffing reductions
were partly offset by initial consolidation costs and by increased costs that
resulted from the broader MnSCU merger (notably, increased salaries for some
technical college administrative staff). Most officials also said there were less
tangible “costs’ of the consolidations, such as the difficulties created by having
two separate faculty bargaining agreements and the stress on staff that resulted
from organizational and personnel changes.

Whatever the net fiscal impact of the consolidations, several institution officials
told us that the consolidations immediately benefited students. For example,
consolidations allowed students to more easily access awider range of
coursework than was previously available.

Regional Coordination

There may be additional opportunities for more efficient, effective services
through improved cooperation among institutions. We found that:

e Although MnSCU’s early effortsto encourage institutional
collaboration on aregional basis started slowly, there has been
important progressrecently toward institutional coordination in the
Twin Citiesarea.

For many years, policy makers have discussed the potential for improved
cooperation among the two-year colleges and the state university in the Twin
Citiesarea. 1n 1994, the Higher Education Board asked these institutions to
develop a plan outlining ways that they could collaborate on academic,
administrative, and student services matters.” There was little progress, and the
1996 L egidlature mandated MnSCU to develop a* master academic plan” for the
Twin Cities area by February 1997.” The resulting plan to consolidate
Metropolitan State University with Minneapolis Community and Technical
College met with legidlative skepticism, and the MnSCU board asked the
chancellor to devel op a new plan with no prejudgment about institutional
consolidation.”

In late 1999, arevised Twin Cities master academic plan received a more positive
reception from legislators.” Many of the desired outcomes outlined in the plan
reflect the broad legidlative goals of the MnSCU merger and the goalsin
MnSCU’s 1996 strategic plan, such as “seamless’ credit transfer, elimination of

27 Report to the Chancellor from the Special Advisory Group on Governance and Support Services,
8.

28 Minn. Laws (1996), ch. 395, sec. 3 (). The plan wasto consider demographic and enrollment
projections, physical plant capacity, and the need for program coordination.

29 In 1998, MnSCU’s “ preliminary report” on the Twin Cities plan recommended against the con-
solidation of the two ingtitutions proposed by the MnSCU board the previous year—see Hazel
Reinhardt Consulting Services, Preliminary Report: Metro Area Master Academic Plan (Minneapo-
lis, January 1998), 35. The report said that, “Because of insufficient numbers of students, pursuing
the idea of a comprehensive urban university is not recommended.”

30 Minnesota State Colleges and Universities, Crosstown Connections: Academic Plan for the
Twin Cities Metropolitan Area (St. Paul, November 1999).
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unnecessary course/program duplication, coordinated facility usage, and improved
linkages with the K-12 school system. Overall, staff we spoke with said that the
plan was devel oped with an unprecedented level of cooperation among institutions
in the metropolitan area, although numerous implementation challenges remain.
Various staff from the Twin Cities institutions, including presidents, chief
academic officials, and chief financial officers, have formed work groupsto
address implementation details.

Some MnSCU officials envision developing similar regiona plansin other parts
of Minnesota, although they acknowledge that there are mixed levels of interest in
regional planning among ingtitutions. The most likely candidate for the next
regional plan appears to be northeastern Minnesota. 1n 1999, the MnSCU board
created a “ northeast higher education district” with asingle president for three
MnSCU institutions. Officialsin this district have expressed interest in
developing aregional plan, although they are working first to complete plans for
individual ingtitutionsin the region.

Central Office Adminigtration

Before the 1995 MnSCU merger, the state universities, community colleges, and
technical colleges all had central offices that provided system leadership,
centralized services to campuses, and support services for their respective
chancellors and governing boards. A 1991 estimate suggested that a merger might
save up to $1 million annually in central office costs.* Shortly after the merger,
Chancellor Judith Eaton reduced the size of MnSCU'’s central office through a
combination of staff cuts and relocation of functions to campuses. Some of the
reductions, such as those in facilities management, were widely considered

31 April 1991 estimate of the Higher Education Coordinating Board, cited in Office of the Legisla
tive Auditor, Higher Education Administrative and Student Services Spending, 140.
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excessive, and staffing levels were later increased. Currently, MnSCU’s central
office has a staff of 325 employees.

For this review, we did not try to determine whether central office costs are higher
or lower than they were before the merger. First, because of changesin MnSCU’s
information system in the past five years, it is difficult to compare pre- and
post-merger spending. Second, the location of many central administrative
services has shifted over the years between campuses and the central office. A
review of central administrative cost trends would require a closer examination of
these service arrangements (and how they have changed over time) than we were
able to conduct in the time frame of this study.”

However, we think that it is worth noting that:

* Thereareunresolved questions about the proper size and function of
MnSCU’s central office staff.

Asarecent MnSCU report concluded, larger institutions have generaly preferred
to operate quite independently with limited central support while smaller
institutions have often preferred to get more assistance from the central office.®
These sentiments were a so reflected in comments we heard from institution staff
in interviews and surveys. Some staff—particularly in state universities—
complained that the central office istoo big, requires too much paperwork,
responds slowly to requests, or isindifferent to unique institutional needs. Staff
from smaller institutions were more likely to express concerns that centralized
services are less extensive than they were before the merger or that institutions
have not had the staff to deliver services that used to be provided centrally.

MnSCU’s report also recommends that the MnSCU board define a core set of
services that the central office should provide. It recommends that campuses
should be allowed to purchase centralized services beyond these core services if
they wish, and that large campuses should be authorized to provide services “with
appropriate accountability [that are] within their operational capacity.” A plan for
implementing the report’s recommendations has not yet been devel oped.

Efficient Use of Facilities

State law requires that the MnSCU board “ devel op administrative arrangements
that make possible the efficient use of [institutions'] facilities and staff.”*

MnSCU has about 19.5 million square feet of space, and policy makers have
hoped that increased cooperation among MnSCU institutions might result in more
facility sharing or more efficient use of existing facilities. Some important first
steps have been taken. For example,

32 Recently, MnSCU staff analyzed cumulative staffing levelsin the MnSCU system office and
“campus services unit” as of May 2000 and as reported in aMnSCU memo to the Legislature before
the merger. They concluded that the number of positions declined from 354.5 in July 1993 to 325 in
May 2000. (LauraM. King, MnSCU Vice Chancellor and Chief Financial Officer, to Joel Alter, Of-
fice of the Legidative Auditor, May 15, 2000, memorandum.)

33 Minnesota State Colleges and Universities, System Office Task Force Report/Recommendations
(St. Paul, January 2000).

34 Minn. Stat. (1998) §136F.05.
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*  MnSCU recently conducted itsfirst systemwide study of classroom
and laboratory space utilization.

The study documented the average number of hours per week that classrooms
were used, aswell as the average percentage of seats that were filled.® In the next
two years, MNnSCU expects to develop systemwide space utilization standards.

Our survey of MnSCU presidents indicated that 29 percent thought that the
merger has resulted in more efficient use of instructional space—generally
“minor” improvements. In addition, 34 percent said that the merger resulted in
more efficient use of non-instructional space, such as office and administrative
space. More than half of the presidents said that no merger-related changesin
space utilization have occurred—either because no improvements were needed or
because any of the needed improvements could have occurred without the merger.
Presidents of consolidated colleges were more likely to indicate merger-related
improvement in the efficient use of space; 6 of 11 consolidated college presidents
said that the merger resulted in more efficient use of instructional and
non-instructional space.

LABOR RELATIONS

The merger of the technical college, community college, and state university
systems significantly changed the previous |abor-management relationships. This
was particularly true in technical colleges, where 18 faculty bargaining units
previously negotiated separate contracts with the school districts where the
colleges were located. Under the merger law, technical college faculty were
reassigned to a single statewide bargaining unit.

At the time of the 1995 merger, the Minnesota Department of Employee Relations
was authorized by law to negotiate contracts with all MnSCU bargaining units.
However, the Legislature transferred this authority to the MnSCU Board of
Trustees for state university, community college, and technical college faculty
bargaining units, as well as the state university administrative bargaining
unit—effective for negotiation of contracts beginning July 1, 1999.* MnSCU
officials told us that this transfer was desirable because of the large number of
education-specific issues that are addressed in higher education contracts.

The changes in labor-management relations have been one of the most

significant challenges under the merger. MnSCU officials and |abor
representatives told us that tensions among the faculty unions increased

following the merger—apparently due to increased competition for the same
funding. In addition, faculty bargaining units resented some of the bargaining
positions taken by MnSCU management following the merger, and faculty
representatives told us that this led to reduced faculty morale and increased faculty

35 Paulien & Associates, Inc., Minnesota State Colleges and Universities Classroonv/Laboratory
Utilization Sudy and Academic Space Guidelines (Denver, CO, July 1999).

36 Minn. Laws (1996), ch. 398, sec. 23. The Department of Employee Relations still negotiates
health and other insurance benefits with these bargaining units.
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turnover.” The changes negotiated in the contracts—including changesin faculty
workload provisions and management flexibility—have been fairly modest in the
opinion of the faculty representatives and central office staff with whom we spoke.

Perhaps the most difficult labor relations problem occurred at the sites where
technical and community colleges merged into single institutions. Specifically,

* Many MnSCU officials view the existence of two faculty bargaining
unitsin the consolidated two-year collegesasa seriousbarrier to the
complete integration of these campuses.

At the consolidated colleges, faculty in the community and technical college
bargaining units work in one institution—sometimes teaching similar
courses—but under different contract provisions. These colleges have had
difficulties establishing common calendars because of differencesin contract
requirements for the number of faculty work days per year.* In addition, there are
differences in the contracts' salary schedules, maximum number of weekly student
“contact hours,” and various other requirements.” Staff we interviewed at the
consolidated colleges often said that the presence of two unions contributed to an
“us versus them” mentality. Asone MnSCU consolidated college president said:

“Aslong as legidators and MnSCU allow for two faculty unions at one
[consolidated] college there will never be improved education and effi-

ciency at the desired level. At this point in time, the dual union concept
impedes effective learning.”

Various MnSCU board members and central office officials also expressed
concern to us about having two faculty bargaining units at two-year colleges, but
there has been little analysis within MnSCU of possible solutions. Recently, the
two bargaining units started to explore the possibility of a merger, which would
require a change in state law. MnSCU officiastold us they will participatein
these discussions with the bargaining units. We think MnSCU should be prepared
to address questions from legislators and others about the potential costs, benefits,
and legal issues surrounding various options—such as legislation to establish a
single two-year college bargaining unit, increased efforts to standardize key
contract provisions of the existing bargaining units, or others.

RECOMMENDATION

The MnSCU Board of Trustees and central office should evaluate options
for addressing the problems caused by the present faculty bargaining
arrangements of two-year colleges.

37 Inthe first biennium following the merger, the faculty contracts took nearly two years to negoti-
ate. In contrast, the most recent negotiations took several months.

38 In the 1999-2001 contracts, members of the technical college bargaining unit are required to
have 166 “student contact days’ per year, while members of the community college faculty are re-
quired to have 161.

39 In the 1999-2001 contracts, members of the technical college bargaining unit may have up to 27
contact hours per week; community college faculty may have up to 20 (or 25 with approval of the
president, under certain circumstances).
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SUMMARY

Five years after the merger, MnSCU is till a*work in progress,”
moving in the right direction on many fronts but not as far along as it
could have been. MnSCU presidents have mixed views about the
merger’simpact on higher education, with state university presidents
expressing particular skepticism. To make further progress, MnSCU'’s
board and central office should addressimportant, overarching
problems that have adversely affected organizational cohesion and
morale. Specifically, MnSCU’s |eaders need to provide the
organization with a clearer sense of direction and systematically
measure progress toward strategic goals.

I n Chapters 2 and 3, we discussed progress that MnSCU has made toward the
goals of the 1995 merger. To alarge extent, MnSCU'’s progress (or lack of
progress) has depended on the specific actions taken by its decision makers.
However, the ability of MNnSCU to overcome obstacles also depends on its
capacity to function as an effective, cohesive organization. In this chapter, we
address the following questions:

* Overall, how much progress hasMnSCU made toward the merger’s
goals? Arethereimportant obstaclesto further progress?

« HaveMnSCU’sboard and central officeclearly defined the
organization’sdirection? Has MnSCU received adequate direction
and support from the L egislature?

e What are MnSCU presidents’ perceptions about the overall effects of
the MnSCU merger? According to close observersof MnSCU’s
decision-making process, how effectively have MnSCU’ s Board of
Trustees, chancellor, and central office performed key duties?

e Towhat extent do the board, chancellor, central office, and institution
presidents have constructive working relationships?

Aswe discussed in Chapter 1, MnSCU operates under a“shared governance”
approach in which responsibility for important decisions is divided among several
groups or individuals. First, MnSCU is acreation of state law, and the Legislature
provides policy direction and financial support for the system. Second, state law
grants to the 15-member MnSCU Board of Trustees “all powers necessary to
govern the state colleges and universities and all related property.”* Third, the

1 Minn. Stat. (1998) §136F.06, subd. 1.
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MnSCU chancellor serves as chief administrator for the system and has the
“powers and. . . duties as delegated by the board.”* Fourth, the presidents of
individua colleges and universities have traditionally had considerable
responsibility to make decisions affecting their ingtitutions. In fact, state law says
that, “ To the extent practicable in protecting statewide interests, the board shall
provide autonomy to the campuses while holding them accountable for their
decisions.”’

PROGRESS TOWARD THE GOALSOF THE
MERGER

Aswe noted in the Introduction, data that would have enabled a comprehensive
assessment of progress toward the merger’s goals are not available from MnSCU's
information system. Nevertheless, interviews, surveys, and document reviews
alowed usto draw conclusionsin earlier chapters about areas in which the
MnSCU merger appears to have resulted in important progress. For example, by
most accounts, the merger has contributed to improved financial accountability,
working relationships among staff, and transfer of student credits. In addition, the
merger enabled the creation of 11 consolidated technical and community colleges,
and it fostered the development of systemwide assessments of facility conditions
and use.

In many areas in which MnSCU has made progress, there is still more work to be
done. For instance, it is an important achievement that Twin Cities institutions
have worked cooperatively on academic planning in the past two years, but this
planning cannot be termed a complete success until the details are implemented.
Likewise, financial management appears to have improved among MnSCU
ingtitutions, but some institutions remain unable to regularly reconcile their
accounting and bank records. In general,

e MnSCU isdtill a“work in progress,” moving in theright direction on
many fronts but not asfar along asit could have been.

Some peopletold us that any organization undergoing a MnSCU-scale merger
could be reasonably expected to have a difficult first five years. The scope of the
merger was significant—involving three separate educational “cultures,” more
than 50 campuses, thousands of employees, hundreds of programs, and multiple
information systems. In addition, large projects not directly related to the
merger have consumed MnSCU staff time during recent years—such as
addressing possible “Year 2000” computer problems and implementing the
legidlatively-mandated conversion of the academic calendar from quarters to
semesters. We agree that five yearsis not enough time to “complete’” a merger of
this size and complexity.

On the other hand, there were missed opportunities for progress during MnSCU’s
early history—some within MnSCU'’s control, and some that were dependent on

2 Minn. Stat. (1998) §136F.07.
3 Minn. Sat. (1998) §136F.06, subd. 1.
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the Legidlature and others. Despite a
four-year planning period before the
merger, by 1995 MnSCU was not ready
for the administrative and governance
challenges it faced—partly due to
ongoing efforts by some legidators to
repeal the merger law. By many
accounts, MnSCU was ill-prepared to
handle basic financial management
tasks in the months following the
merger, and its new management
information system had considerable
problems. MnSCU'’s first post-merger
chancellor (Judith Eaton) resigned less
than two years after her hiring, and the
board'’s relationship with the current
chancellor (Morris Anderson) has
sometimes been contentious.
MnSCU’sinitial effortsto develop an
allocation model and a Twin Cities
regional academic plan did not meet
legislators' expectations. Overall, whileit is true that a MnSCU-sized merger
takes time to succeed, there are widespread perceptions that missteps, leadership
changes, and alack of external support have slowed MnSCU'’s progress.

In previous chapters, we offered recommendations to help MnSCU address
specific concerns related to credit transfer, academic program review, and labor
relations. In the following sections, we discuss obstacles that could affect
MnSCU'’s progress more generaly.

SYSTEM DIRECTION

Advacates of the MnSCU merger hoped that having one board direct most of the
state's public two- and four-year higher education institutions would encourage
staff to work together to meet Minnesota's higher education needs. They thought
that this broad perspective might help identify efficiencies that were lessvisible
when institutions were working within different systems. Also, such a perspective
might help identify unmet needs for academic programs. However, to realize
these benefits, system leaders must work together to set the system’s vision,
mission, and goals and measure progress toward them.

The statutory mission of the MNnSCU Board of Trusteesis, in general, to provide
programs that meet the needs of studentsin a cost-effective manner. In Chapter 1,
we discussed the mission that the L egislature established for the Higher Education
Board, MnSCU'’s predecessor, which remains in effect today. In addition, the
1996 L egidature declared the following statewide objectives for higher education:
ensuring quality, fostering student success, promoting democratic values,
maintaining access, and enhancing the economy.® Within these broad legislative

4  Minn. Stat. (1998) §135A.053.
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directions, MnSCU’s board, chancellor, and central office have tried to clarify the

organization’s purposes—through “vision statements,

” o

mission statements,” and

strategic plans. However, we found that:

MnSCU’soverall direction and pur pose have not been sufficiently
clear.

For example:

Some top MnSCU officials told us that legislators never reached
agreement about what the MnSCU merger was supposed to accomplish.
They also said that early legidative efforts to repeal the merger made it
difficult to effectively plan for the organization’s future.

MnSCU'’sfirst strategic plan, developed by Chancellor Judith Eaton and
approved by the board, was not well received by legislatorsin 1997, and
some of its main strategies were not pursued by MnSCU |eaders.” For
example, there was little effort by MnSCU’ s board or central officeto
implement “skill-based transfer” or expanded student assessment, which
were major strategies proposed in the plan.® Some MnSCU central office
staff told us that certain aspects of the plan were hard to understand.

MnSCU Chancellor Morris Anderson initiated a strategic planning process
that resulted in anew set of goalsin 1998. Many of these goals built upon
the work done in Chancellor Eaton’s earlier planning process, and the
board formally adopted these goalsin May 2000. Although thereis much
continuity in the overarching goals set forth by the two chancellors, some
of the strategies differ. Central office staff told us that some institution
officials have been confused about which of these “plans’ was guiding the
system.’

Some board members and institution officials told us that MNnSCU needs a
clear, systemwide educational vision—for example, reflecting how
MnSCU should serve students over the next 10 to 20 years. However,
thereis disagreement among top MnSCU officials and board members
about how an educational vision should be articulated. Some favor
systemwide academic and facilities plans to provide overarching direction
for institution-level plans; others favor regional plans rather than
systemwide plans.

It has been difficult for MNnSCU officials to articulate concisely MnSCU’ s
unique purpose, given the system’s size and the diverse educational
missions of itsingtitutions. As officials have focused on one part of the

5 Chancellor Eaton left MNSCU several months after the plan’s December 1996 adoption by the
Board of Trustees.

6 The plan suggested that the ability of students to transfer between institutions should be based on
their skills as much astheir credits. It also proposed improved assessment of student achievement in
the areas of general skills, general education, and occupational or discipline-based programs.

7 For instance, institution presidents are supposed to develop goals for their institutions that align
with system goals, and some presidents have been unclear about the system’s goals.
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system (such as workforce training), people in other parts of the system
have sometimes felt dighted.

In aMarch 2000 survey, we asked institution presidents for their perceptions
about the performance of the board and chancellor/central office in developing a
mission, goals, and implementation strategies. Asshownin Table 4.1, 56 percent
of the presidents rated the chancellor and central office as “excellent” or “good” in
setting goals for achieving MnSCU’s mission, while 42 percent gave the board
these same ratings.

Table 4.1: Presidents’ Views on Development of
Mission, Goals, and Strategies by the Board and
Chancellor/Central Office

Presidents were asked to assess the Percentage of presidents who responded:
performance of the board and chancellor/ Not Part Don't
central office in each of the following areas: Excellent Good Fair Poor _of Role Know
Defining MnSCU’s mission
Board of Trustees (N=34) 6% 41% 32% 18% 0% 3%
Chancellor and central office (N=34) 9 50 18 18 6 0

Setting goals for achieving
MnSCU’s mission

Board of Trustees (N=33) 3 39 30 24 0 3
Chancellor and central office (N=34) 6 50 24 18 3 0
Setting strategies and timelines
for achieving MnSCU'’s goals
Board of Trustees (N=34) 3 26 32 26 6 6
Chancellor and central office (N=34) 9 50 26 15 0 0

SOURCE: Office of the Legislative Auditor, March 2000 survey of MnSCU presidents.

Table 4.2 shows the vision, mission, and goals that the MnSCU Board of Trustees
adopted in May 2000. Whether these statements clarify MnSCU’s direction will
depend partly on whether decisions within MnSCU reflect and advance the
system’s stated goals. There are some indications that future decisions may be
made with these new goalsin mind. For example, MnSCU plansto score
ingtitutions’ capital requests partly on the basis of “the link between the project
request and MnSCU'’s four strategic goals,” according to MnSCU’s fiscal year
2002-07 capital budget guidelines.”

Many successful organizations not only have clear, coherent direction, but they
also measure progress toward their goals. The Minnesota Legidature requires
higher education systems and campuses to measure and report on their
performance.” However, we found that:

e  MnSCU hasnot systematically tracked and reported progresstoward
its strategic goals.

8 Minnesota State Colleges and Universities, “FY 2002-2007 Capital Budget Guidelines,” in May
2000 Board Meeting Materials, 35.

9 Minn. Sat. (1998) §135A.053, subd. 2. In addition, the law allows up to a1 percent increasein
higher education systems’ base appropriations for meeting performance standards they have set for
themselves (Minn. Sat. (1998) §§135A.031, subd. 5, 135A.032, subd. 2, and 135A.033).
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Table 4.2: MnSCU'’s Vision, Mission, and Goals: May
2000

Vision
MnSCU will be the preferred pathway to higher education opportunities and a
valued partner in statewide economic development and community building.
The uniqueness and diversity of the Minnesota State Colleges and Universities
and the power of a unified system will enable MnSCU to excel as the most
accessible, highest-quality, and innovative education provider in the region.
Mission
Our mission is to provide the diverse citizens of Minnesota the benefits of
high-quality, accessible, future-oriented higher education; relevant research; and
community service.
The MnSCU system of diverse institutions offers unequaled breadth, variety, and
quality of educational opportunities across the state. Collectively, and in
partnership, we offer learning opportunities for a technologically sophisticated
world that result in:

Contributing and empowered citizens
Active participants in a democratic society
Educated, skilled, and adaptable workers
Innovative lifelong learners

Practical research and development
Strong communities

Goals
Student Success
Students at Minnesota State Colleges and Universities will have the opportunity to
achieve their educational and career goals through high-quality learning and
support services matched to their talents and abilities.

Institutional Excellence and Quality
Minnesota State Colleges and Universities will provide programs and services that
are nationally and internationally competitive, high-quality, future-oriented, and
focused on and accountable to the needs of students, employers, and the
community.

Community Collaboration and Partnerships
Minnesota State Colleges and Universities will work in partnership with a wide
variety of organizations to provide programs and services to meet community
needs.

MnSCU System Leadership
The MnSCU Board of Trustees and System Office will provide system leadership
that recognizes and capitalizes on the diversity and accessibility of its colleges and
universities and creates and sustains a system that excels in providing higher
education for Minnesota’s future.

SOURCE: Minnesota State Colleges and Universities, May 2000 Board Meeting Materials, 165-166.

For example, MNnSCU has not prepared the required comprehensive performance
reports for the Legidlature, and its biennial budgets have had limited information
on performance. MnSCU’s problems with itsinformation system hindered its
ability to produce reliable performance information in its early years, but it should
be increasingly able to produce useful information in the future. In addition,
MnSCU staff told us that the board and central office have had difficulty deciding
which measures best reflect system progress or appropriately reflect intitutions
diverse missions.”

10 A January 1999 MnSCU update on Chancellor Anderson’s strategic goals included proposed
outcome measures, such as the number and percent of students who transfer successfully and em-
ployee satisfaction with customized training. However, these were not included in subsequent up-
dates.
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Asshown in Table 4.3, fewer than 30 percent of MnSCU'’s college and university
presidents said that the board has done an “excellent” or “good” job in setting
performance expectations and measuring progress. The chancellor and central
office were judged somewhat better, but they still received “excellent” or “good”
ratings from fewer than 50 percent of the presidents.

Table 4.3: Presidents’ Views on How Well the Board
and Chancellor/Central Office Have Guided and
Monitored System Progress

Presidents were asked to assess the Percentage of presidents who responded:
performance of the board and chancellor/ Not Part  Don't
central office in each of the following areas:  Excellent Good Fair Poor of Role Know

Setting expectations for

performance for MNSCU institutions
Board of Trustees 3% 23% 41% 29% 3% 0%
Chancellor and central office 9 32 32 24 0 3

Monitoring progress toward
MnSCU’s goals

Board of Trustees 0 26 38 32 0 3
Chancellor and central office 6 32 26 26 3 6
NOTE: N=34.

SOURCE: Office of the Legislative Auditor, March 2000 survey of MnSCU presidents.

MnSCU central office officials acknowledged that there is room for improvement
in measuring of the organization's performance, and they said they are taking
stepsinthisdirection. For example, a chancell or-appointed accountability task
force has been preparing recommendations for the board. Also, asnoted in
Chapter 3, centra office and institution staff are working on improved indicators
that can be used for management purposes.

RECOMMENDATION

The MnSCU Board of Trustees and central office should develop measures
of MnSCU's efficiency and effectiveness, including measures that relate to
statewide higher education objectivesidentified in Minn. Stat. (1998)
8135A.053. Asrequired by law, the board should periodically present
summaries of system performance to the Legislature.

INTERNAL SUPPORT

The MnSCU merger created a new governance structure for Minnesota's state
universities and public two-year colleges. Naturally, MnSCU’s Board of Trustees
and chancellor have a strong interest in making this structure work and in moving
the organization forward. But most of MnSCU’ s business functions, and all of its
education activities, occur on its college and university campuses. Thus, itis
important to consider how the leaders of these institutions view the merger and the



STRATEGIC DIRECTION AND KEY RELATIONSHIPS 50

current governance structure. In addition, it is instructive to consider how the
Board of Trusteesis viewed by the institution presidents and central office
administrators, and how the chancellor and central office are viewed by the
presidents and the board.

Presidents Support for the Merger

Our survey of MnSCU presidents asked questions about a variety of specific
issues related to the merger, but it aso asked about the merger’s broader impact.
We found that:

e At thispaint, ingtitution presidents have mixed views about whether
the MnSCU merger has had a positive or negative impact on higher
education in Minnesota—with particular skepticism expressed by state
univer sity presidents.

Asshown in Table 4.4, 42 percent of MNnSCU presidents said that the net impact
of the merger has been “very positive” or “somewhat positive.” Another 48
percent said that the net impact has been “very negative’ or “ somewhat negative.”

The following quotes reflect some of the divergent views of the merger and its
aftermath expressed by the presidents:

“The merger had to happen! The former three separate boards and sys-
tems were competing in the Legislature for limited resources, and there
was too much duplication and competition.”

“ Setting expectations too high for a five-year-old organization that has
only begun to function as a new system in the past two or three years
ends up with negative PR and public perception. . . . Thissystem haslaid
the foundation to become the best higher education system in the world.”

Table 4.4: MnSCU Presidents’ Perceptions About the
Overall Impact of the Merger

Survey statement:
“So far, on balance,

the impact of the Percentage of Presidents
MnSCU merger on Technical Community Consolidated State All
higher education in Colleges  Colleges Colleges  Universities Institutions
Minnesota has been:” (N=10) (N=7) (N=10) (N=6) (N=33)
Very positive 0% 14% 40% 0% 15%
Somewhat positive 50 29 10 17 27
Neither positive

nor negative 10 14 10 0 9
Somewhat negative 40 43 40 17 36
Very negative 0 0 0 67 12

NOTE: Percentages may not sum to 100 due to rounding.

SOURCE: Office of the Legislative Auditor, March 2000 survey of MnSCU presidents.
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“The cost of merger isreflected in the loss of opportunities systemwide.
We invested too much time, talent, and money into merger rather than in-
vesting in new, promising initiatives like virtual learning. Theresultis
essentially alost decade.”

“1 think we have lost ground to the private colleges, U of M, and neigh-
boring states. We are becoming very mediocre institutions.”

Of the six state university presidents who answered the question about the
merger’s overall impact, one said that it was positive and five said that it was
negative. For nearly all survey questions that asked presidents to evaluate the
impact of the merger or the performance of the central office or governing board,
state university presidents expressed greater dissatisfaction (or cited less progress)
than presidents from MnSCU'’s two-year institutions. Our surveys and interviews
with state university officials indicated that they do not think they have
experienced the same level of merger-related benefits as the two-year institutions,
and they think that their mission has not received adequate attention from system
administrators. For instance, only one of seven state university presidents

said that the distinct missions of the colleges and universities have been
maintained since the merger; in contrast, almost two-thirds of the presidents of
two-year colleges said that the distinct missions have been maintained.

It is possible that the dissatisfaction of state university officials could adversely
affect progress toward the goals of the merger. Asnoted in Chapter 2, for
example, most of the state universities have not formally adopted the Minnesota
General Education Transfer Curriculum—contrary to board policy. Animportant
challenge for the MnSCU board and chancellor will be to identify waysto get
state university “buy-in” into the direction of the organization.

In addition, our survey indicated that:

* Presidentsare ambivalent about the gover nance structure under
which their ingtitutions have operated since 1995.

We asked presidents to indicate whether the current governance structure—with
one chancellor and one governing board—is the “ most appropriate” governance
structure for Minnesota's public two-year colleges and state universities.
Thirty-five percent agreed, 44 percent disagreed, and 21 percent neither agreed
nor disagreed, as shown in Table 4.5."

We do not know whether the opinions of institution officials about the merger and
the MnSCU governance structure have changed in recent years. Undoubtedly,
many institution leaders had concerns at the time the merger law passed and later
when the merger was implemented. Still, we think that the presidents’ present
level of ambivalence about the merger isimportant because it presents a
continuing challenge to MnSCU as the organization aims to make further progress
toward the merger’s goals.

11 We found that respondents with positive views of the merger’simpact tended to think that the
current governance structure for state universities and public two-year ingtitutions is the most appro-
priate one; respondents with negative views of the merger tended to think that the current structureis
not the most appropriate. It is unclear whether respondents’ views on the appropriateness of the
governance structure colored their views on the merger’simpact or vice versa.
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Table 4.5: MnSCU Presidents’ Perceptions About the
Current Governance Structure

Survey statement: “A consolidated
governance structure—with one
chancellor and one board of

trustees—is the most appropriate Percentage of Presidents

governance structure for Technical Community Consolidated State All
Minnesota'’s public two-year Colleges Colleges Colleges Universities Institutions
colleges and state universities.” (N=10) (N=7) (N=11) (N=6) (N=34)
Strongly agree 20% 0% 36% 0% 18%
Agree 20 43 9 0 18
Neither agree nor disagree 30 29 9 17 21
Disagree 30 29 27 67 35
Strongly disagree 0 0 18 17 9

NOTE: Percentages may not sum to 100 due to rounding.

SOURCE: Office of the Legislative Auditor, March 2000 survey of MnSCU presidents.

Per ceptions About the Boar d’s Perfor mance

As noted earlier, state law gives the Board of Trustees primary authority to govern
MnSCU, although it may delegate authority to the chancellor and institutions. In
April 2000, a consultant to the board reported the following observations, based
on hisinterviews:

The [board] has evolved into a clearly committed and knowledgeable
board. Board members take their responsibilities very seriously and
commit extensive time to understanding the issues presented by staff. . . .

The board of trustees iswidely perceived as dysfunctional. Allegations
of micro-management, poor inter-personal relationships, and hidden per-
sonal agendas are widespread. Whether such allegations are accurate or
not is simply irrelevant. They clearly contribute to instability, low central
office morale, legidative anger, and national puzzlement about MNSCU'’s
future. . . .

The board has demonstrated a clear willingness to listen to the public.
Open hearings on controversia topics, such as closing Anoka-Hennepin
Technical College, are a consistent board practice. The board has also
held numerous public hearings on college and university outlay plan
management, operational budgets, and proposed tuition levels.*

For our review, we surveyed MnSCU presidents about the board’s performance in
key areas, and we talked with board members, central office staff, and others
about the board's overall performance. We found that:

e  MnSCU presidents and central office staff said that thereisroom for
improvement in the board’s performance.

12 LeeR. Kerschner, The Minnesota State Colleges and Universities. An Environmental Scan (St.
Paul, April 2000), 1, 2, 11.
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We asked presidents to systematically assess the board’s performance as
“excellent,” “good,” “fair,” or “poor” in the ten categories shown in Table 4.6. In
al ten areas, at least half of the presidents rated the board's performance as “fair”
or “poor.” The presidents gave their most positive ratings to the board's efforts to
define MnSCU’s mission; 47 percent rated the board's actionsin this area as
“excellent” or “good.” The next highest ratings were for goal-setting (42 percent),
letting institutions make decisions best addressed at the local level (41 percent),
and attending to issues of broad or strategic importance (38 percent). In contrast,
only 26 percent of presidents gave the board “excellent” or “good” ratingsin the
areas of setting performance expectations for institutions, monitoring progress
toward goals, communicating with the Legislature and Governor, and
communicating with MnSCU institutions.”

Table 4.6: Categories for Which Presidents Rated
Board and Chancellor/Central Office Performance

Defining MNSCU’s mission

Setting goals for achieving MNnSCU’s mission

Setting strategies and timelines for achieving MnSCU’s goals
Setting expectations for performance for MnSCU institutions

Monitoring progress toward MnSCU’s goals

o o o o oo O

Attending to issues of broad or strategic importance

0 Allowing individual institutions to decide issues that are best addressed at
the local level

0 Considering the needs and priorities of individual institutions
0 Communicating with the Legislature and Governor

0 Communicating with member institutions

SOURCE: Office of the Legislative Auditor, March 2000 survey of MnSCU presidents.

In our survey of presidents, as in the consultant’s report cited earlier, concerns
were expressed about “micromanagement” by the board. Theterm
“micromanagement” is commonly used to describe inappropriate intervention in
management decisions best decided at alower level. We discussed the issue with
many presidents, central office staff, and board members.

For the most part, central office staff that we interviewed did not think that the
board has collectively intervened in decisions better |eft to the central office.
Also, institution presidents cited alimited number of instances in which they
thought that the board has, by collective action, intervened inappropriately in
decisions better left to the institutions. For example, some presidents objected to
the board’s “ one-size-fits-all” preferences governing the names that institutions

13 Asagroup, state university presidents had slightly less favorable impressions of both the board
and central office than presidents of the two-year colleges.
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can have—which resulted in the rgjection of at least one institution’s proposal for
aname change.” Also, some institution officials thought that the annual audited
financial statements that the board is requiring for each MnSCU institution are
unnecessary and too expensive. In general, however, we heard few allegations of
specific instances in which the board collectively made decisions that presidents
thought should have been made locally.

The most common concerns cited by central office staff and institution officials as
examples of board “micromanagement” fell into three categories. First, some
staff told us that the board has micromanaged by spending too much time on fiscal
and personnel matters, relative to the amount of time spent discussing education
policy issues or the overall direction of MNSCU. Other staff told us that the board
was simply meeting its fiduciary responsibilities by giving careful attention to
financial issues, especialy given MnSCU's history of difficulties with basic
financial management.

Second, some central office and institution staff told us that the board’s requests
for information have, in some cases, been unreasonable. They cited casesin
which individua board members have demanded |arge amounts of information,
sometimes with specific instructions about how the information should be
presented. Also, some institution officials expressed concern about the time
required to collect information for MNSCU'’s internal auditors on the board’s
behalf. They said that campus staff have not had time to prepare this information
without neglecting other duties, and they thought that some of the information
could have been obtained centrally. In contrast, some institution officials praised
the role played by theinternal audit staff and did not express concerns about its
information requests.

Third, some officials said that individual board members have, on their own,
intervened in administrative or policy matters—for example, requesting staff to
make organizational or personnel changes. No onetold us that this behavior was
widespread or frequent among MnSCU board members, but staff considered even
isolated instances to be serious violations of proper board behavior.

We think that the MnSCU board should be concerned about allegations we heard
that individual board members have, on occasion, intervened in administrative or
policy matters inappropriately or have made unreasonable requests for
information. Whatever the validity of these claims, it makes sense for MNnSCU'’s
board (like any board) to have clear policies about its members' roles. In our
view, it is appropriate for trustees to pursue their concerns vigorously. However,
these concerns should be shared with fellow trustees in public meetings, and
solutions should be explored through the collective decision-making procedures of
the board and its committees. When individual trustees give directives to staff,
this limits the ability of other trustees to participate in the policy-making process,
and it may result in unclear or inconsistent direction to staff. The University of
Minnesota encountered this problem in the late 1980s and its Board of Regents
adopted policies to addressit. MnSCU central office staff told us that the board is

14 Staff told usthat the board has expressed a preference for ingtitutions to have names that parallel
those of “Minnesota State University, Mankato” and “Minnesota State College—Southeast Techni-
cal,” although thisis not reflected in the board’ s policy on institution names.
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considering adopting such policies and that thisissue is discussed during
orientation for new board members.

RECOMMENDATION

MnSCU’s Board of Trustees should adopt policiesthat: (1) clarify that the
authority of the board resides with the board as a whole and not with its
individual members (except when specifically delegated), and (2) delineate
specific responsibilities of the board as a whole and of individual trustees.

Central office staff, institution presidents, and some individual board members
expressed several other concerns about the board. These included concerns that:
(2) asmall number of past and present board members have focused too much on
ways to benefit institutions in their local areas, rather than considering issues from
a statewide perspective; (2) individual board members have sometimes not treated
staff with respect in public meetings; (3) board members have focused too much
on the image of the board—for example, by purchasing robes for board members,
selecting a board logo, and hiring a public relations firm for the board; (4) the
board has not provided the current chancellor with effective feedback on his
performance; and (5) the board meets too frequently.”

Most board members whom we interviewed said that the board operatesin a very
functional manner—asking important questions, making difficult decisions,
effectively soliciting public input, and helping the organization advance toward its
goals. Some board members and other MnSCU officials said that the current
board compares favorably with previous MNSCU boards.” A small number of
board members agreed with some of the board-related concerns cited above and
said that these occasionally have limited the board's effectiveness.

The board recently established a“ subcommittee on trustees’ to consider waysto
improve the board’s performance. The subcommittee is working on ways to
improve orientation of new board members and is considering hiring a consultant
to evaluate the board. 1n addition, the 2000 L egislature required the Minnesota
Department of Administration to prepare a report with recommendations about the
board’s span of authority and need for independent staff, as well as other
board-related management issues.”

15 Regarding the concern about the board’ s meeting schedule, some people believe that the board’s
interest in administrative detail is reflected in the number of meetings the board has had. 1n 1999,
there were board or board committee meetings on 54 days, athough attendance at some of these
meetings was limited to members of particular board committees. One former board member told us
that this meeting schedule was a factor in his decision to leave the board; most current board mem-
bers did not think that the schedule has been excessive. One current board member and some central
office staff also expressed concern about the amount of time that staff spend attending and preparing
for these meetings.

16 For example, one president said: “The initial board was awkward in action, at best, and ugly
(even painful) to observe, at worst. In contrast, the board has improved greatly in sophistication and
effect in the last couple years.” This president said that the current board and chancellor are both ca-
pable, but “regrettably, these two parties do not work well together.”

17 Minn. Laws (2000), ch. 489, art. 11, sec. 7.
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Per ceptions About the Performance of the
Chancdlor and Central Office

The chancellor is the chief administrative officer for the MnSCU system.
According to MnSCU policy, the chancellor’s responsibilities include:
implementing board policy; providing for educational leadership; recommending
operating and capital budgets; recommending allocation of resources; planning;
oversight of collective bargaining; providing information systems; managing
personnel resources; and establishing committees, including a presidents advisory
council.” The chancellor aso plays the leading role in MnSCU'’s external
relations—for example, relations with the Legislature, Governor, and other
educational institutions, such as the University of Minnesota. The current
chancellor, Morris Anderson, was former Governor Arne Carlson’s chief of staff
and aMnSCU board member when the board selected him as interim chancellor
in May 1997. The board then hired Chancellor Anderson for atwo-year contract
as permanent chancellor in November 1998.° The chancellor is assisted in his
responsibilities by MnSCU’s central office staff.

In our surveys and interviews,

* Theperformance of the chancellor and central office staff received
mixed reviews from MnSCU presidents and board members.

We asked MNnSCU presidents to assess the performance of the chancellor and
central office in ten areas, shown in Table 4.6. Presidents report directly to the
chancellor, so they have traditionally had more direct contact with the chancellor
than with the board. In most areas, presidents gave the chancellor and central
office more ratings of “excellent” or “good” than “fair” or “poor,” but the survey
results indicated that presidents perceive room for improvement.”

Presidents (as a group) gave the chancellor and central office higher ratings than
they gave the Board of Trusteesin each of the ten areas of performance for which
we asked identical questions. The chancellor and central office received their
highest ratings for respecting local institutions’ autonomy. For instance, 71
percent of presidents rated the chancellor and central office as“excellent” or
“good” for attending to issues of broad or strategic importance, and 71 percent
rated the chancellor and central office as “excellent” or “good” for allowing
institutions to decide issues that are best addressed locally. The other ratings
above 60 percent were for communications with the L egislature and Governor and
communications with member institutions.

18 Minnesota State Colleges and Universities, Board Palicies, ch. 1A.3, pt. 1.

19 The board chose not to follow its written policy that says that an interim chancellor shall beinel-
igible to become permanent chancellor. The board later extended the chancellor’s contract to
mid-2001.

20 The current MNSCU chancellor initiated a survey of his own performance in 1998 (he wasin-
terim chancellor at thetime). Survey respondents, including MnSCU presidents, gave the chancellor
favorable ratings on all measures. The chancellor arranged for responses to be sent to an outside
agency for tabulation, with anonymity guaranteed; till, some board members questioned whether
this process resulted in atruly independent assessment of the chancellor’ s performance.
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In contrast, the lowest ratings for the chancellor and central office werein the area
of accountability. Only 41 percent of presidents rated the chancellor and central
office as “excellent” or “good” in setting performance expectations for
ingtitutions, and 38 percent rated the chancellor and central office as “excellent”

or “good” for monitoring progress toward MnSCU’s goals.

In addition, we asked presidents to rate the performance of the chancellor and
central officein one area (support services for institutions) for which we did not
ask them to rate the board’s performance. Fifty percent of presidents gave the
chancellor and central office “excellent” or “good” ratings for providing support
services, while 47 percent gave “fair” or “poor” ratings.

Two-year ingtitutions were consi stently more favorable in their ratings of the
chancellor/central office’s performance than were state universities. The
percentage of two-year college presidents who rated the chancellor/central office
as “excellent” or “good” on the various questions ranged from 44 to 85 percent; in
contrast, the ratings by state university presidents ranged from 14 to 43 percent.”

The Board of Trusteesis the ultimate judge of the chancellor’s performance. The
board voted unanimously in July 1999 not to renew Chancellor Anderson’s
contract and is now conducting a national search for anew chancellor. Most
trustees told us that they were frustrated by what they perceived to be the
chancellor’s inadeguate communication with the board, and some told us that they
wanted a chancellor who could articulate a clearer vision for MnSCU. (In the
next section, we further discuss the board-chancellor relationship.)

21 One of the specific concerns expressed by state university officialsistheir belief that the chan-
cellor has placed too much emphasis on promoting MnSCU’ s role in workforce development, while
neglecting the broader roles played by four-year institutions.
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Despite the board’s vote not to renew Chancellor Anderson’s contract, various
members told us that he has helped MnSCU move forward in important ways.
For instance, they credited him with building a stronger and more effective senior
staff within the central office, building stronger external relationships with
business organizations and the University of Minnesota, and playing a major part
in bringing together leaders of Twin Cities institutions for cooperative ventures.

RELATIONSHIPSAMONG THE BOARD,
CENTRAL OFFICE, AND PRESIDENTS

There has been significant change in MnSCU's organizational structure and
leadership since the 1995 merger. The first post-merger chancellor (Judith Eaton)
hired by the MnSCU board served less than two years—from September 1995 to
June 1997. Several months after the board hired its second chancellor (Morris
Anderson) to atwo-year contract, it decided not to renew his contract. Also,
administrative consolidations affected more than 20 campuses, and there was
considerable turnover in MnSCU’s senior central office staff during the early
years of the merged system.

MnSCU officialstold usthat the merger itself caused some staff turnover and
dissatisfaction—both among people who opposed the concept of the merger and
among people frustrated by the way the merger was administered. In addition,

* Poor relationships among the Board of Trustees, central office, and
presidents have adver sely affected or ganizational cohesion and
mor ale, accor ding to many people we interviewed and surveyed.

One board member told us that the “imperfectly formed relationships’ among
MnSCU'’s top officials are the main obstacle to further progress by the
organization. Likewise, arecent consultant’s report said that MnSCU'’s staff and
trustees are skilled and dedicated, but, “The [MnSCU] central office staff does not
trust the board leaders. The board |eadership does not trust staff.”* In addition,
presidents expressed widespread concern about their relationship with the board in
an August 1999 board meeting devoted to discussing MnSCU’s future. Earlier in
this chapter, we presented survey results that showed that institution presidents
gave low marks to the board in avariety of leadership areas and somewhat higher
marks to the chancellor and central office.

We did not try to assess whether all of the concerns expressed to us were
well-founded, and in many instances it would be impossible to do so conclusively.
However, we think that the poor relationships among the board, central office, and
presidents relate largely to several specific areas of concern.

First, many MnSCU officials cited concerns about communication problems.
Most trustees expressed frustration to us that the current chancellor has not
effectively communicated with them individually or as a group about some
important issues. On the other hand, some trustees said that the board has not

22 Kerschner, An Environmental Scan, 11.
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adequately reviewed Chancellor Anderson’s performance with him. In addition,
presidents complained about inadegquate communication by the board or central
office, despite various efforts by the board and central office to solicit the opinions
and involvement of institution officialsin the decision-making process.” For
example, some presidents were concerned that they were not consulted about the
board’s decision not to renew the chancellor’s contract. Some other presidents
said that the chancellor’s annual evaluations of their performance have provided
insufficient feedback about their institutions’ goals and progress. In addition,
some presidents told us that the board or central office do not have a sufficient
grasp of the needs of their campuses.

Second, we heard concerns about the division of responsibilities among the
board, chancellor, and ingtitution presidents. These roles have been atopic of
discussion at board retreats and other meetings, and some people told us that they
are now well understood. For instance, one step toward spelling out
responsibilities more clearly was the board’s adoption of a contract with
Chancellor Anderson that specified goals by which the chancellor would be
evaluated. However, many MnSCU officials suggested to us that there are
unresolved problems with the division of responsibilities. For example, some
board members and others we interviewed said that some central office staff have
not accepted the legitimacy of the board's authority. Also, atop MnSCU official
told us that central office staff have had varying expectations about who should
take the lead on certain issues—the chancellor or the board. Some central office
officials expressed discomfort about the board's authority to hire and fire
institution presidents because the board plays no direct role in the presidents
supervision. Asnoted in Chapter 3, questions about the proper size and function
of the MnSCU central office (and the respective roles of campusesin delivery of
administrative services) have been debated considerably but not yet resolved.”
And, as noted earlier in this chapter, some campus officials are concerned about
“micromanagement” by system-level decision makers, and others would like
clearer performance expectations set by the central office or board.

Third, some officias told us that MNnSCU has lacked a sufficiently clear
direction—one that could galvanize the energies of the trustees, central office
staff, and presidents and get all parts of the “shared governance” structure
working together. We discussed thisissue earlier in this chapter.

In our view, it may be difficult for MNnSCU to make significant further progress
toward its goalsif it cannot improve its level of organizational cohesion. There
may be specific steps that MnSCU could take to accomplish this—such as policies
clarifying roles and responsibilities, the implementation of regular (perhaps once
or twice yearly) meetings of the trustees, the chancellor, and all institution
presidents, or the establishment of an annual MnSCU conference on higher
education issues.

23 For example, presidents participate on board committees and an advisory committee to the chan-
cellor. Also, the central office facilitates regular meetings with campus officials in areas such as ac-
ademic affairs, financial management, and facilities management.

24 A recent MnSCU task force recommended that the board clarify “aframework of functions, ser-
vices and programs that [it intends] the central office to perform”—with mechanisms for allowing
campuses to purchase additional centralized services if they wish (MnSCU, System Office Task
Force Report/Recommendations (St. Paul, January 2000)).
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But improving relationships among the board, chancellor, central office, and
presidents will depend on much more than simple changesin policies and
procedures—and, for this reason, we offer no simple recommendations.
Ultimately, improved organizational cohesion will require a stronger commitment
by all of these partiesto work together, and it will also require consensus about
how the success of the organization should be judged. Improvement in these areas
will be especially important when a new chancellor assumes duties in 2001, but
any progress that can occur in the meantime will undoubtedly serve MnSCU and
the state well.

SUPPORT BY THE LEGISLATURE AND
GOVERNOR

Although the Board of Trustees, chancellor, and institution presidents are
responsible for day-to-day governance of MnSCU, other state government
officials aso play important roles. The Legislature passed the law that created
MnSCU and has provided state funding and general policy direction for MNnSCU
since its creation.

Following passage of the 1991 merger law and before implementation of the
merger in 1995, there were many legidlative proposals to repeal the merger law.
Infact, it is genera knowledge that legislators had divided opinions about the
wisdom of the merger throughout most of the four-year planning period leading
up to the July 1995 merger. We interviewed and surveyed MnSCU officials about
their perceptions of legislative support in the period following the merger’s
implementation, and we found that:

* Many MnSCU officialsthink that there has not been sufficient
legidative support for the merger and its goals since 1995.

Table 4.7 shows that 91 percent of MnSCU presidents said that the Legislature has
not provided the financial support necessary to advance the merger'sgoals. In
addition, 54 percent of the presidents surveyed said that the Legislature has not
provided clear policy direction, 46 percent said that it has not supported policy
initiatives that advance the merger’s goals, and 51 percent said that it has not
shown support for the present governance structure. Some MnSCU officials
expressed concern that the 2000 L egislature approved $12.5 million in capital
funds for Anoka-Hennepin Technical College, contrary to the MnSCU board's
January 2000 recommendation to close the institution.”

Some of the comments made by presidents included the following:

“Vast amounts of human resources and operating capital have been con-
sumed in establishing MnSCU as a system. The Legislature and Gover-
nor have not been willing or committed partnersin this process. Too
much of the added cost has been met through tuition increases.”

25 The board had considered various options for the current facility but concluded that further in-
vestment in the facility would not be cost-effective.
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Table 4.7: MnSCU Presidents’ Views on Legislative

Support
Survey statement: Percentage of presidents who responded:
“Since the MNnSCU merger Neither
occurred in1995, the Strongly Agree nor Strongly Don't
. Minnesota Legislature has:” Agree  Agree Disagree Disagree Disagree Know
Most presidents
thl nk that the Provided clear direction for MNSCU 0% 17% 20% 37% 17% 9%
L eg| dature has Supported policy initiatives that 3 29 20 29 17 3
not brovided advance the merger’s goals
.p . Provided the financial support 0 3 6 37 54 0
sufficient necessary to advance the
fundi ng merger’s goals
' Shown support for the present 3 23 20 31 20 3

governance structure
NOTE: N=35. Percentages may not sum to 100 due to rounding.

SOURCE: Office of the Legislative Auditor, March 2000 survey of MnSCU presidents.

“[The] Legidlature should fund us for the goals it has established. Cre-
ative delivery, new programs, [and] assessment take resources and they
do not generate income the way course delivery does”

Also, some present and former MnSCU officials told us that the merger did not
receive sufficient support from the Governor during its early years. For instance,
they noted that former Governor Carlson vetoed a $1 million merger-rel ated
appropriation in 1991 and asked MnSCU'’s chancellor in 1995 to reduce staffing in
the system office.

We think that thereis every reason to believe that MnSCU will receive
considerable attention as it competes for state funds. MnSCU enrolls half of the
post-secondary students in Minnesota, and many of its institutions have long
histories and strong community support. But, as arelatively new organization,
MnSCU is still working to earn the respect of legidative and executive branch
officials. MnSCU will have to continue trying to win the confidence of the
Legidature and Governor—by carefully implementing legidative initiatives,
presenting sound information in the budget and policy making process, and
proposing actions that have the unified support of trustees, the chancellor, the
ingtitutions, and representatives of student and faculty groups. At the sametime,
the Legislature and Governor should work with the Board of Trustees, chancellor,
and presidents to help ensure that the goals of the 1995 merger can be realized.



MnSCU Board of Trustees,
(Fiscal Year 2000)

APPENDIX A

Andrew Boss, Congressional District #4

Nancy Brataas, Treasurer, At Large

Kathleen Caffey*, Community College Student
Brent Calhoun, State University Student, Congressional District #8
Mary Choate, Congressional District #3

Daniel C. Coborn, Congressional District #7
Dennis Dotson, Congressional District #1

David Erickson*, Congressional District #6
Robert Erickson, Vice Chair, At Large

Christine Fritsche*, Congressional District #2
Jim Luoma, At Large

Joann Splonskowski*, Technical College Student
Michael Vekich, Chair, Congressional District #5

James Wafler*, At Large

*Term ended June 30, 2000. One position was left open during Fiscal Year 2000.



Survey of MnSCU Presidents

APPENDIX B

I n March 2000, the Office of the Legidative Auditor sent questionnaires to al
college and university presidentsin the MnSCU system." Presidents observe
and, to some degree, participate in MnNnSCU’s policy making at the highest levels,
and they are directly involved in the implementation of policy—both
administrative and educational—at the campus level. The purpose of the survey
was to document the presidents’ perceptions about the MnSCU system, including
important advances made toward the goals of the MnSCU merger and remaining
obstacles, and the presidents’ impressions of systemwide leadership and
governance.

All 35 MnSCU presidents responded to the survey. However, in some cases one
or two presidents chose not to answer a given question or set of questions. The
total number of responses (N), aswell as the number of presidents selecting each
answer, are represented on the copy of the questionnaire that follows. We made
only small modifications to the questionnaire format for purposes of presentation
(for example, more space was |eft for open-ended responses in the original
guestionnaire).

1 Thetwo presidents that were appointed in May 2000 were not surveyed. Interim presidents were
surveyed in all cases where no permanent president was appointed.
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" Survey of MnSCU Presidents
Mar ch 2000

Please complete this questionnaire and return it as soon as possible. We will not make public the identify of

individual respondents (either by name or institution).

Institution:
Name and phone number of respondent:
Length of time (including pre-merger) that you have:
Worked for aMnSCU institution: years
years

Been president of a MnSCU institution:
For items A through P, pleaseindicate what effects, if any, you think the 1995 merger of the state
university, community college, and technical college systems has had in each of the areaslisted.

1.
(Please base your responses only on
changes that you or your staff think have P ooted ‘No oh /
. you selected “No change”, please
reSUIteC_I directly fromthe merge_r and circle one of the four additional
would likely not have occurred in its responses below.
absence. Unless otherwise indicated, the 5 3
. . . y 5 I~ A
following items pertain to the merger’s g S8
effects among institutions that now gs &%
. ]
comprise MnSCU.) (v=35) s 9 s S &2
g EF 0§ 98 s8 5 5s 38
23 23 > <g £g @ S5 S §
s &8 ¢ S5 §¢ s &5 &3
£2 £2& 95 F& 58 d o5 8
o= 95 83 §F ST s P 25
o& 88 £f& =5 =& o £ 23
sf 48 85 ££ ££ 3 § o5 oS §
£o £o §o o I € s a8 ge £
5§ 5L §5 s& 52 = § &5 85 =
Tz S5 o§F £§7 TF7 § s S8 85§
Sg Sg £ <S¢ Y Qa = 08 OF a
A. Easing credit transfer anong MnSCU 5 16 8 2 0 4 1 4 2 0
two-year colleges
B. Easing credit transfer between MnSCU 6 19 8 2 0 0 2 5 0
two-year colleges and four-year universities
C. Easing credit transfer between MnSCU 2 10 16 2 0 5 5 7 2
institutions and the University of Minnesota
D. Coordinating program content in instructional 2 17 12 4 0 0 4 5 0
fields offered by MnSCU institutions
E. Coordinating administration of financial 3 13 9 3 2 5 3 3 0
aid among MnSCU institutions
F. Assessing and prioritizing capital budget 11 7 3 6 7 1 0 3 0
needs among MnSCU institutions
G. Ensuring financial accountability 12 13 5 4 1 0 2
among MnSCU institutions
H. Eliminating or restructuring unneeded or 3 9 19 2 2 0 4 11
inefficient programs/courses
Eliminating unnecessary duplication in 3 15 9 4 3 1 3 5

non-instructional staffing
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Qu&etion 1. continued If you selected “No change”, please
’ circle one of the four additional v
responses below.
ke} 2
5 55
s S8
&s g=s
£a Sq
<& kIS
g g - N 5 Jo T 5
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J.  Using classroom space efficiently 1 9 20 3 1 1 7 12 0 0
K. Usinginstructional space other than 1 9 21 2 1 1 8 11 0 0
classrooms (such as labs) efficiently
L. Using non-instructional space (such as 1 11 19 1 2 1 6 11 0 0
office and administrative space) efficiently
M. Establishing effective working relationships 9 13 6 3 3 1 1 3 1 0
among faculty across the boundaries of the
previously separate systems (technical colleges,
community colleges, and state universities)
N. Establishing effective working relationships 8 16 8 3 0 0 2 4 1 0
among non-faculty staff across the boundaries
of the previously separate systems
O. Providing course offerings that meet the 3 16 13 2 0 1 5 5 1 0
1 13 16 3 0 2 5 9 1 0

needs of students and/or employers
P.  Measuring student success

Please assess how well you think the MnSCU boar d of trustees has performed in each of the
following areas. (Please offer specific comments or examplesin cases where you select a “ fair” or

2.
“poor” rating.)
(N=34, except where noted)
(Circle one) Comments:
Not Part Don't
Excellent Good Fair Poor _of Role Know
A. Defining MnSCU’s 2 14 11 6 0 1
mission (N=33)
B. Setting goalsfor achieving 1 13 10 8 0 1
MnSCU’s mission (N=33)
C. Setting strategies and timelines 1 9 11 9 2 2
for achieving MnSCU'’s goals
D. Setting expectations for perform- 1 8 14 10 1 0
ance for MnSCU ingtitutions
E. Monitoring progress toward 0 9 13 11 0 1
MnSCU’s goals
F. Attending to issues of broad 1 12 7 14 0 0
or strategic importance
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Question 2, continued ...

3.

(Circle one)

Not Part Don't

Comments:

Excellent Good Fair Poor of Role Know
Allowing individua institutions 6 8 8 9 1 2
to decide issues that are best
addressed at the local level
Considering the needs and priorities 1 1 7 1 1 2
of individual institutions (N=33)
Communicating with the 1 8 7 13 1 4
L egislature and Governor
Communicating with member 1 8 10 12 2 1

institutions

(Circle one)

Please assess how well you think the MnSCU chancellor and system office staff have performed in
each of thefollowing areas. (Please offer specific comments or examples in cases where you select a
“fair” or “ poor” rating.) (N=34)

Comments:

Not Part Don't

Excellent Good Fair Poor _of Role Know
Defining MnSCU’s 3 17 6 6 2 0
mission
Setting goals for achieving 2 17 8 6 1 0
MnSCU’s mission
Setting strategies and timelines 3 7 9 5 0 0
for achieving MnSCU'’s goals
Setting expectations for perform- 3 1 11 8 0 1
ance for MnSCU ingtitutions
Monitoring progress toward 2 1 9 9 1 2
MnSCU’s goals
Attending to issues of broad 5 19 3 7 0 0
or strategic importance
Allowing individual institutions 13 1 5 4 1 0
to decide issues that are best
addressed at the local level
Considering the needs and 7 1 8 7 1 0
priorities of individual institutions
Communicating with the 8 14 5 5 0 2
L egislature and Governor
Communicating with member 6 6 3 6 1 2
institutions
Providing support servicesto 6 11 9 7 1 0
ingtitutions
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For Questions 4 through 7, please circle what you consider to be the most appropriate response for each
statement.

Strongly Neither Agree Strongly Don't
Agree Agree _nor Disagree  Disagree  Disagree  Know

Sincethe MnSCU merger occurred in
1995, the Minnesota L egislatur e has. (n=35)
A. Provided clear direction for MNnSCU 0 6 7 13 6 3

B. Supported policy initiatives that advance 1 10 7 10 6 1
the merger’ s goals

C. Provided the financial support necessary to 0 1 2 13 19 0
advance the merger’ sgoals

D. Shown support for the present governance 1 8 7 11 7 1
structure

Ascalled for in state law, distinct missions 3 16 5 8 3 0

for Minnesota’s state univer sities, commun-

ity colleges, and technical colleges have been

maintained sincethe MnSCU merger. (N=35)

Strongly Neither Agree Strongly  Don't

Agree Agree _nor Disagree  Disagree Disagree  Know

MnSCU’s new information systems
(including any refinementslikely in the next
year) provide satisfactory management
information for the purposes of: (n=34)

A. Budgeting and financial management 5 10 4 11 4 0
B. Human resources and contract management 1 12 9 9 3 0
C. Admissions and enrollment management 0 8 3 12 11 0
D. Faculty workload management 0 6 7 13 7 1
A consolidated gover nance structure—with 6 6 7 12 3 0

one chancellor and one board of trustees—is
the most appropriate gover nance structure
for Minnesota’s public two-year colleges and
state univer sities. (N=34)
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10.

11.

According to state law, the MnSCU merger wasintended to improve education and efficiency in
Minnesota’'s system of technical colleges, community colleges, and state universities. Please
identify the most important steps (up to three) toward these goals that MnSCU hastaken sincethe
merger that, in your opinion, would not have occurred without the merger.

A.

Please indicate up to three waysin which you think the MnSCU system has been |east successful in
accomplishing the merger’s statutory goals.

A.

In your opinion, what arethe biggest remaining obstaclesto achieving the merger’s goals of
improved education and efficiency?

Please describe any specific stepsthat you think the Legislature, MnSCU board of trustees, or
system office should take to achieve the merger’s statutory goals.
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12. Sofar, on balance, theimpact of the MnSCU merger on higher education in Minnesota has been:
(Please check one.) (n=33)

Number

Very positive

Somewhat positive

Neither positive nor negative

Somewhat negative

Very negative

Don’'t know

12

mTmoow>»

Please feel free to use the space below to offer additional comments on Question 12 or other questions.

Thank you for completing this questionnaire.
Pleasereturn it in the enclosed envelope as soon as possible to:
The Office of the L egidative Auditor
Program Evaluation Division
Centennial Building - Room 140
658 Cedar Street - St. Paul, MN 55155
(Phone: 651/296-4708) (FAX: 651/296-4712)



MnSCU

Minnesota State Colleges & Universities

August 4, 2000

Mr. James R. Nobles, Legidative Auditor
Office of the Legidative Auditor

100 Centennial Office Building

St. Paul, Minnesota 55155

Dear Mr. Nobles:

Thank you for the opportunity to respond to your evaluation report, “The MnSCU Merger.” We
agree with the direction of the five recommendations. The report correctly indicates that MnSCU
already has taken actions that will address these recommendations.

We appreciate the Legidlative Auditor highlighting many of the MnSCU successes: greatly
improved transfer, merger of severa institutions, enhanced financial oversight and reporting, the
development of a uniform information management system, comprehensive facility use and
condition data, and the regional planning of the Metro Alliance. The Allianceisamodel for
other regionsin the state and is consistent with the legislative intent of the merger. The merger
has resulted in increased access, quality and efficiency for public higher education in Minnesota.
Wide-ranging revamping of the curriculum has occurred with more than 800 programs being
redesigned in fiscal year 2000 alone. MnSCU campuses have improved educational delivery and
increased efficiency through linkages with secondary education and numerous business and
industry partnerships.

The challenge of achieving success while faced with the complexity of the merger, as indicated
in the report, should not be underestimated. Incompatible financial and information management
systems had to be replaced and new systems created. New governance conventions had to be
adopted, differing cultures had to be recognized, and new leadership styles had to evolve.
Curriculum, procedures and protocol had to be examined and revised, where necessary, to fit in
with the merged system. Conversion to semesters and Y 2K computing problems were added
challenges that MnSCU had to address. All of these tasks had to be done quickly and without
disrupting the learning of the 200,000-plus students served by Minnesota State Colleges and
Universities, whose interests are paramount to the system.

Furthermore, it is essential for MNSCU to balance centralization with campus autonomy. Asthe
report notes, the Minnesota Legisature has directed the Board to “ provide autonomy to the
campuses, while holding them accountable.” Higher education operatesin a“shared
governance” environment in which the faculty has responsibility for many curriculum decisions.

500 World Trade Center 30 East Seventh Street St. Paul, Minnesota 55101
651.296.8012 Facsimile 651.297.5550 TDD 651.282.2660

An equal opportunity educator and employer



Recommendation 1: Develop afull array of performance measures, including measur es
that relateto higher education objectivesidentified in state law.

We are implementing the recommendations of the Chancellor’s Taskforce on Institutional
Accountability and devel oping meaningful indicators to measure accomplishments of the
MnSCU Mission Statement. The Chancellor’s Taskforce cited M.S.135A.053, Statewide
Objectives, as an important source for itswork. The Board of Trustees' Mission Statement,
formally adopted in May 2000 includes these statewide objectives. As the report notes, our
capacity to collect reliable uniform data did not occur as soon as we would have liked. Over the
past year we have significantly increased our ability to collect data and create information on
finances, students, facilities and human resources for use by the Board, system office and the
ingtitutions. In 1999, MnSCU produced an Annual Report outlining its accomplishments;
legidlators received that report.

Recommendation 2: Conduct periodic reviews of selected academic programson a
statewide basis.

Periodic statewide review of selected programs is an approach that has merit. It isalso consistent
with anational pattern of less centralized review of all programs, yet retains the role of the Board
of Trustees for programmatic oversight. Our approach to program review including both system
office and institutional responsibilities has been successful. People on the campuses most often
arein a better position to decide what programs meet the needs of their communities. Our
proposed allocation model will provide incentives to eliminate or redesign less productive
programs. In fact, some program modifications have occurred as aresult of the plan to
implement the model.

Recommendation 3: Clarify therole of the Board as a whole compared to that of individual
trustees.

As stated in the report, the Board of Trustees will adopt aformal policy on the roles and
responsibilities of the trustees. The Sub-committee on Trustees has been leading this effort.
There have been discussions during orientation sessions and board retreats on topics such as code
of conduct, legal issues, conflict of interest and fiduciary duties of Board members. The Sub-
committee on Trustees will research policies implemented by other boards, and obtain broad-
based input from trustees and other interested stakeholders before drafting afina policy on the
roles and responsibilities of the trustees. Implementation of the final policy is expected by the
end of the calendar year.



Recommendation 4: Evaluate optionsfor addressing problems caused by the present
faculty bargaining arrangements at two-year colleges.

Asthe report notes, recently exclusive representatives of the community and technical college
faculty have started to explore the possibility of a merger of their organizations and of the
bargaining units they represent. MNnSCU expects to have no involvement in the discussions
related to the merger of the two labor organizations, as the Public Employee Labor Relations Act
(PELRA) givesthe faculty the exclusive right to choose their representation. The merger would
require achangein state law. MnSCU expects to respond to questions from policy makers and
others about issues related to the topic.

Recommendation 5: Increase effortsto resolve the curriculum-related barriersto
transferring occupational/technical creditsto four-year institutions.

We agree with the Legidlative Auditor that there is still more that can be done and are engaging
in activities like new Bachelor of Applied Science degrees that will result in better transfer
arrangements for students in technical programs who wish to pursue a 4-year degree. Because
faculty are integral to curriculum development and are the content experts, we will continue to
bring faculty, from al institutional types, in the same discipline, together to improve the
articulation between programs. Thisisatime and resource intensive activity that MnSCU will
continue to support.

Conclusion

We appreciate the Legislative Auditor highlighting many of the successes of the merger. Asthe
report notes, “the merger is awork in progress, moving in the right direction on many fronts...”

We will continue to move forward, building on our successes and implementing the Legislative
Auditor’ s recommendations.

Finally, the report notes that, “MnSCU not only needs stronger internal support, but it also needs
support from the Legislature.” We invite the Legislature and Governor to join usin further
advancing the goals of the MnSCU merger.

Sincerely,
/s/ Michad M. Vekich /s/ Morris J. Anderson
Michagl M. Vekich, Chair Morris J. Anderson, Chancellor

MnSCU Board of Trustees Minnesota State Colleges & Universities
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Metropolitan Mosquito Control District,

January 1999 99-03
Animal Feedlot Regulation, January 1999 99-04
Occupational Regulation, February 1999 99-05
Directory of Regulated Occupationsin

Minnesota, February 1999 99-05b

Counties’ Use of Administrative Penalties
for Violations of Solid and Hazardous

Waste Ordinances, February 1999 99-06
Fire Services: A Best Practices

Review, April 1999 99-07
Sate Mandates on Local Governments,

January 2000 00-01
Sate Park Management, January 2000 00-02
Welfare Reform, January 2000 00-03
School District Finances, February 2000 00-04

Sate Employee Compensation, February 2000 00-05
Preventive Maintenance for Local Government

Buildings: A Best Practices Review,

April 2000 00-06
The MnSCU Merger, August 2000 00-07
Affordable Housing, forthcoming
Chronic Recidivism of Adult Offenders, forthcoming
District Courts, forthcoming
Early Childhood Education, forthcoming
Insurance Coverage for Mental Health and

Chemical Dependency Services, forthcoming
Sate Archaeologist, forthcoming
Obtaining Citizen Input: A Best Practices

Review, forthcoming

Evaluation reports can be obtained free of charge from the Legidative Auditor’s Office, Program Evaluation Division,
Room 140, 658 Cedar Street, Saint Paul, Minnesota 55155, 651/296-4708. Full text versions of recent reports are also
available at the OLA web site: http://mww.auditor.leg.state.mn.us



