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To: Secrvetary Mike Huebsch

From: Chancellor C_arolyn ”Biddy" Ma&in
Date: January7,2011

Re: UW-Madison Structure Modeled After a Public Authority

introduction

Thank you for inviting us to meet with you on December 28, 2010 to discuss the New Badger
Partnership. As you know, | have been advocating for greater flexibility in key areas so UW-Madison can
maintain its excellence and preserve/enhance its ability to help the state. | appreciate knowing that
Governor Scott Walker wants to provide flexibility and intends to propose public authority status for
UW-Madison. As |indicated when we met, we will need to continue working with the Ieadership of our
key internal constituencies, among them our key alumni, to ensure support for a proposal.

Below we have addressed your specific questions about how we define flexibility and what would be
required for UW-Madison to operate under a structure modeled after a public authority. Section One
outlines assumptions about the kinds of things we will need to protect in order to operate effectively
under that model. Section Two responds more directly to your questions about specific forms of
flexibility. It also reiterates some of the benefits associated with that flexibility and addresses your
questions about what would be required in the way of tuition increases to offset different budget-

cutting scenarios.

Section One: Assumptions

1. Governing Body .

UW-Madison would have its own institutional governing body which would be representative of
UW-Madison’s constituencies and would oversee its specific and unique needs as a world-class.
educational and research institution. Members, as a group, would have expertise in the various
dimensions of our mission which encompass undergraduate, professional and graduate education, basic
and applied research, discovery, intellectual property transfer, support of existing industries
(agriculture, manufacturing, etc.), new business start-ups, and public service of many other kinds. They
would also contribute to our development activities, recognizing UW-Madison’s increasing dependence
on private funding. .

e Members. Would be appointed by both the governor and UW-Madison. The majority of

members would be representative of UW-Madison constituencies. o




e Duties. Similar to the duties conveyed under Chaptef 36 to the UW System Board of Regents,
UW-Madison’s governing body would have all the powrers necessary or convenient to carry out
the purposes of UW-Madison. Current powers by the Board of Regents that would be adopted
by UW-Madison include, but are not limited to:

Authority to enact policies and promulgate rules to govern UW-Madison
Authority to allocate funds and adopt a budget for UW-Madison
Authority to promulgate rules under ch. 227

Police authority ' '

Condemnation authority

Authority to set and manage tuition
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e Benefits. UW-Madison’s governing body would have expertise in all areas of our mission, be
- representative of UW-Madison’s constituencies, have in-depth understanding of the specific
needs and opportunities for major research universities and have the ability and willingness to
invest in UW-Madison and contribute to development activities.

2. Funding

UW-Madison would maintain the existing level of GPR appropriations (minus the adjustments to
the GPR base in 2011-2013 biennium) in the form of a block grant, which would increase at a rate of 2
percent per year in future biennia. The block grant would be used to cover all current GPR-related costs
with the exception of debt service and extraordinary increases in fringe benefits and/or utilities. The
state would continue to pay debt service on existing and new general fund supported bonds.

3. Sovereign Immunity
Continued sovereign immunity protection is vital to avoid significantly greater liability exposure

for UW-Madison.

4. Self-Funded Liability Program _

Along with sovereign immunity, participation in the state’s self-funded liability program,
including continued coverage under the statutory liability caps, is important for UW-Madison'’s
insurance costs to remain predictable and at current levels. Liability caps discourage frivolous lawsuits,
which in turn keeps related costs to UW-Madison and the State low. Alternately, UW-Madison would
require sufficient state support to purchase a comparable level of liability insurance in the private

~market.

5. Property Insurance o
UW-Madison would obtain property insurance coverage outside of the state’s self-funded

program by joining a consortium of other peer institutions of higher education to purchase a private

policy. This would allow us to obtain insurance coverage to meet the unigue needs of higher education

institutions.




6. Employment .
UW-Madison would be the legal employer of all university employees and would have the right

to continue as a participatiﬁé employer in all current benefit programs.

7. Safety
UW-Madison would maintain the current’independent operations of its safety programs.

8. Litigation Representation '

UW-Madison would continue to be represented in its day-to-day operations by its internal legal
staff as a cost-savings measure. Additionally, UW-Madisan would continue to be represented by
attorneys from the Wisconsin Department of Justice (DOJ) for litigation and advice in specialized areas

such as bankruptcy.

9. Shared Governance
In keeping with the relevant terms of Chapter 36, UW-Madison would keep its shared
governance structure for faculty, academic staff, and students.

10. Contracts
Where permitted by the contract language, all contracts entered into on behalf of UW-Madison

would be assigned by the Board of Regents to the new governing body.

11. Exemption from Property and Sales Tax

Continued exemption from property taxes and sales taxes on purchases would be necessary in
order to avoid a significant increase in UW-Madison’s costs of doing business. UW-Madison would
expect to continue making payments for municipal services as under current law.

12. Exemption from Other City/County Municipal Ordinances
State law exempts certain state entities from municipal ordinances and regulations other than
zoning ordinances. Inclusion of UW-Madison in this exemption would be important to preserve UW-

Madison’s rule-making authority.

13. Land/Personal Property/Trust Funds
All land, personal property, and trust fund assets now held by the UW System Board of Regents
for the benefit or use by UW-Madison would be transferred to the new governing body.

14. Open Meetings/Public Records

] While the Open Meetings and Public Records Laws would continue to apply, targeted
exemptions for proprietary research records and intellectual property would enhance the UW-
Madison's ability to attract industrial sponsorship of cutting edge research.




Section Two: Flexibilities
1. Human Resources

UW-Madison would be the legal employer of all UW-Madison employees. The governing body
would create its own independent human resources system and structure, separate and distinct from
the current state system. The governing body would have complete authority to:

e Recruit, assess, hire, appoint and promote employees;

s Establish, maintain and modify a job classification and titling system,

e Set and adjust compensation, based on market, performance and other relevant factors;

e Administer UW-Madison automated payroll and human resources systems (agreements with UW
System may be required); and :

e Create systems to effectively address employee performance and disciplinary issues

UW-Madison would have the right to continue to participate in all benefits programs administered
by the Department of Employee Trust Funds, including retirement, health insurance and other
i_nsurances'. As applicable, UW-Madison would be the sole collective bargaining agent during
negotiations with recognized labor organizations. Other state and federal employment laws would

continue to apply.

Per your request, we have identified the following academic staff titles that are recruited through a
national market: Professor (CHS/non-tenure track), Clinical Professor, Faculty Associate, some
Lecturers, Instrumentatidn Innovator, Researcher, Scientist, University Legal Counsel, Research Animal
Veterinarian, and Instrumentation Technologist. In addition, UW-Madison recruits senior-level
appointees at the national level. These include positions such as chancellor, vice chancellor, dean and

d irector.

Benefits:
The human resources flexibilities granted to UW-Madison through these structural changes would

lead to greater administrative efficiencies and they would allow UW-Madison to better compete at the
national and international levels for faculty and key staff.

2. Procurement -

Additional Procurement Flexibilities:

e Exempt UW-Madison from Chapter 16 procurement restrictions and grant UW-Madison authority
to promulgate parallel purchasing rules and standards for its own procurement that are generally
consistent with Chapter 16, but with a more streamlined process and accommodation for unique
UW-Madison purchasing requirements

o Alternative is directly to delegate purchasing authority to UW-Madison within Chapter 16
structure and revise Chapter 16 to grant UW-Madison increased flexibilities such as:




o Increase UW-Madison’s statutory thresholds for competitive bid and bid waivers to at
least $500,000. Examples of equipment routinely purchased via the waiver process
include an electron microscope and a confocal digital microscope

o Eliminate requirement to conduct formal cost-benefit analysis before purchasing
services from external sources

o Waive UW-Madison’s requirement to partICIpate in statewnde mandatory contracts
under agreed-upon conditions ’

o Delegate authority to UW-Madison to use cooperative contracting with other-higher
education institutions and higher education consortiums, such as the Committee on
Institutional Cooperation Purchasing Consortium, without further approvals from DOA

for each such use

o Delegate authority to UW-Madison to submit sole source requests which statutorily
require the Governor’s approval directly to the Governor’s Office for approval without
DOA prior review and approval

e Grant UW-Madison authority to directly contract for banking and financial services to create cost
savings and efficiencies in payment for goods and services '

Benefits:

o Generate cost savings to UW-Madison by obtaining better pricing for goods and services through
‘more effective procurement processes
o Examples:

, = Current requirements to utilize state-wide contracts prevent the UW-Madison
from fully utilizing cooperative purchasing arrangements with higher education
consortia. CIC institutions have reported savings of over $19 million by using
higher education consortia contracts, and even with a very limited ability to
participate, UW-Madison estimates $500,000 in savings through
implementation of a lab supply contract alone

= Peer universities with these flexibilities have achieved or predlcted significant
cost savings (lowa — saved $34 million in FY 09; UC-Berkeley — estimated savings
$24-40 million; Minnesota — goal of $25 million annual savings after 3-year
implementation)
o Help other state agencies with cost savings by extending favorable pricing to goods and services
procured by other state agencies
e UW-Madison’s processes will allow for 100 percent audit of invoice pricing for goods ordered
through its system, including detail line item data about what is being purchased which will
provide us with better strategies about where effort should be spent towards reducing costs. If
other state agencies used the system, even more data would be available
s Drives down pricing by allowing a more focused effort by UW-Madison to standardize products
procured . o
e Significantly streamlines the handling of requests associated with approval processes
e Allows for contract administration by the largest state user, having the most supply chain
influence
e Shifts mfrastructure cost burden to UW-Madison rather than require a duphcatlve and expensive
~ development effort by DOA




e Reduces workload of DOA and UW System

3. Building and Constructioh
UW-Madison building projects would be addressed as follows:

Capltal Projects:.
e Gift, PR and/or SEG fee funded projects:
o UW-Madison to design, bid, and construct projects; UW-Madison retains 4 percent fee
e State-funded projects:
o Continue to require State enumeration for funding approval but design, bid and
construction by UW-Madison; UW-Madison retains 4 pércent fee

All Agency Maintenance/Remodeling Projects:
e Delegate all non-State funded projects (gift and PR/SEG) to UW-Madison
o Establish a biennial state maintenance allocation to UW-Madison (currently allocated to UW
System), then delegate individual project priority, design, and construction to UW-Madison
o Provide annual report to state on project spending and resufts

Classroom Renovation Projects:
o Establish biennial allocation to UW-Madison rather than UW System, then delegate project
selection, design, and construction
e Provide annual report to state on project spending and results

Energy Conservation Projects: ‘
o Establish biennial allocation to UW-Madison with project selection, design, and construction
delegated to UW-Madison using state guidelines for payback energy savings '
e Provide annual report to state on project spending and results

Leasing and Real Estate Acquisition

e Delegate gift/PR/SEG leasing and acquisition to UW-Madison
s Continue to require DOA approvals for state-funded leasing

Heating Plant, Utility Maintenance and Replacement Projects .
e Continue to include UW-Madison heating plants with all other State utility assets funded jointly
by UW-Madison and State sources
e If-state is considering outsourcing, UW- Madlson would prefer to own and operate its own
heating plants

Benefits:
e Accelerate project completion
e Improve project quality by increasing project accountability and supervision
e Reduce costs by removing redundant project management approval process
s Move project management closer to project users/funders
e Maintain transparent/competitive selection and bidding process




e Reduce workload at DOA and UW System); creates 50-100 private sector jobs through
contracting S

e Maintain current UW-Madison staffing level while creating 50-100 private sector jobs through
service contracting for architects, engineers, contractors, inspectors and accountants

e Savefive percent to twenty percent per project based upon estimates provided by private
contractors -

4. Tuition

The governing body would have delegated authority to set UW-Madison’s tuition and to manage
enrollment of undergraduate, graduate and professional students. While full authority would rest with
the governing body, the goal would be to keep tuition increases under double digits.

2011-13 Biennium

In response to your questions and in accordance with the Governor’s instructions, we have
considered how we would accommodate a $50 million base reduction with a 75 percent tuition offset.
Our analysis indicates that a tuition offset of this magnitude would require a 26 percent increase in
undergraduate tuition over the course of the biennium. This projection takes into account the
completion of the Board of Regent-approved Madison Initiative for Undergraduates (MIU) phase-in, as
well as, the tuition share of “cost to continue”. We believe a tuition increase of this amount is

unacceptable.

Alternatively, we would like to propose the following outline of how we could accommodate a
$50 million base reduction through a combination of efficiency savings, tuition growth and private
fundraising. Specifically, we would increase undergraduate tuition by an average of 10 percent per year
over the biennium. This average 10 percent increase includes 3.5 percent to help offset the budget
reduction, 3.5 percent to continue to phase in the MIU, and 3 percent to cover the tuition portion of
cost to continue. The MIU will be fully implemented at the end of the biennium. The portion of the
increase aimed at offsetting the budget reduction would generate $17.5 million of base funding. In
addition, we would aim to generate $25 million in savings through budget reductions, increased
flexibilities and efficiency measures. Finally, private fundraising would generate an additional $7.5

million per year.

As | know you know, more definitive recommendations on our end need to be consistent with the
principles that matter to our constituencies and we will be working with the {eadership of those

constituencies to ensure support.




