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Audit Report 04-10,

Record of Committee Proceedings

Joint Legislative Audit Committee

University of Wisconsin System Staffing.

October 6, 2004

PUBLIC HEARING HELD

Present: (10)  Senators Roessler, Cowles, Darling, Plale and
Lassa; Representatives Jeskewitz, Kaufert,
Kerkman, Cullen and Pocan.

Absent: ©) None.

Appearances For

¢ Kevin Reilly, Madison — President, University of Wisconsin
(UW) System

e Rick Wells, Oshkosh — Chancellor, UW-Oshkosh

e Toby Marcovich, Superior — President, Board of Regents, UW
System

e Hector DeLuca, Deerfield - Chair, Department of
Biochemistry, UW-Madison
e Bruce Shephard, Green Bay - Chancellor, UW-Green Bay.

Appearances Against
e None.

Appearances for Information Only

e Janice Mueller, Madison — State Auditor, Legislative Audit
Bureau

Kate Wade, Madison - Legislative Audit Bureau

Joshua Smith, Madison — Legislative Audit Bureau

John Stott, Madison - Legislative Fiscal Bureau

Stephanie Hilton, Madison - United Council of University of
Wisconsin Students

e Tom Still, Madison - President, Wisconsin Technology
Council.

Registrations For
¢ None.

Registrations Against
e None.




)
A
Karen Asbjorns

Committee Clerk







WISCONSIN STATE LEGISLATURE

Joint Audit Qonunittee

Committee Co-Chairs:
State Senator Carol Roessler
State Representative Suzanne Jeskewitz

September 17, 2004

Mr. Toby E. Marcovich, President

Board of Regents

University of Wisconsin System

¢/o Marcovich, Cochrane, Milliken & Swanson
1214 Belknap Street

Superior, Wisconsin 54880

Dear Mr. Marcovich:

The Joint Legislative Audit Committee will hold a public hearing on Legislative Audit Bureau report 04-
10, An Evaluation: University of Wisconsin System Staffing, on Wednesday, October 6, 2004, at 9:00 a.m.
in Room 411 South of the State Capitol.

As this audit report relates to the activities of the University of Wisconsin System, we ask you to be
present at the hearing to offer testimony in response to the audit findings and to respond to questions from
committee members. Please plan to provide each committee member with a written copy of your
testimony at the hearing.

Please contact Ms. Karen Asbjornson in the office of Senator Carol Roessler at (608) 266-5300 to confirm
your participation at the hearing.

Sincerely,
Senator Carol A. Roessler, Co-chair Repgésentative Suzanngdeskewitz, Co-chai
Joint Legislative Audit Committee Joint Legislative Audit Committee
Enclosure
cc: Ms. Janice Mueller
State Auditor
SENATOR ROESSLER REPRESENTATIVE JESKEWITZ
PO. Box 7882 ¢ Madison, Wl 53707-7882 P.O. Box 8952 » Madison, Wi 53708-8952

(608) 266-5300 » Fax (608) 266-0423 (608} 266-3796 ¢ Fax (608) 282-3624




WISCONSIN STATE LEGISLATURE

Joint Audit Qonunittee

Committee Co-Chairs:
State Senator Carol Roessler
State Representative Suzanne Jeskewitz

:
CE_p—
-

September 17, 2004

Kevin P. Reilly, President
University of Wisconsin System
1720 Van Hise Hall

1220 Linden Drive

Madison, Wisconsin 53706

Dear President Reilly:

The Joint Legislative Audit Committee will hold a public hearing on Legislative Audit Bureau report 04-
10, An Evaluation: University of Wisconsin System Staffing, on Wednesday, October 6, 2004, at 9:00 a.m.
in Room 411 South of the State Capitol.

As this audit report relates to the activities of the University of Wisconsin System, we ask you to be
present at the hearing to offer testimony in response to the audit findings and to respond to questions from
committee members. Please plan to provide each committee member with a written copy of your
testimony at the hearing.

Please contact Ms. Karen Asbjornson in the office of Senator Carol Roessler at 266-5300 to confirm your
participation at the hearing.

Sincerely,

Senator Carol A. Roessler, Co-chair
Joint Legislative Audit Committee Joint Legislative Audit Committee

Enclosure

cc: Ms. Janice Mueller
State Auditor

SENATOR ROESSLER REPRESENTATIVE JESKEWITZ
P.O. Box 7882 » Madison, Wi 53707-7882 P.O. Box B952 * Madison, Wi 53708-8952
(608} 266-5300 * Fax (608) 266-0423 {608) 266-3796 » Fax (608) 282-3624
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Sue Jeskewitz

From: "Handrick, Diane" <Diane.Handrick@legis. state.wi.us>
To: "SueHome" <sjjeskewitz@wi.rr.com>; "Matthews, Pam" <Pam.Matthews@legis. state wi.us>
Sent: Monday, October 04, 2004 3:13 PM

Subj;ct: FW:. Wednesday's hearing on the audit of UW System staffing

Pam, I only sent this to you and Sue.

----- Original Message-----

From: Christianson, Peter C. [mailto:PCC@quarles.com]

Sent: Monday, October 04, 2004 3:11 PM

To: Rep.Jeskewitz

Subject: Wednesday's hearing on the audit of UW System staffing

[ am sorry that [ will be unable to attend the hearing to be held this Wednesday on the audit of the UW
System.

I am concerned that there will be a lot of hand-wringing and finger-pointing about what a terrible job the
UW is doing managing its administrative costs. Please resist the urge to participate in such activity and
consider the larger picture.

Pasted below is an article which appeared in yesterday's Wisconsin State Journal. The UW System --
and in particular the Madison campus -- is in danger of losing its position as one of the preeminent
research institutions in the world.

This threat isn't emerging because alumni are not giving freely of their hard-earned dollars in support of
their alma mater. Giving to the UW Foundation is at an all-time high. In recent years, it has been
donors and not the state which pick up most of the cost of on-campus new construction.

It isn't because faculty members aren't doing their jobs, either. Faculty members have been attracting
competitive research dollars at record levels.

The problem is that the Governor and Legislature apparently don't fully comprehend the value of the
Madison campus -- and the economic engine which it is -- to the Wisconsin economy. Quite frankly, it's
the greatest hope for our economic future.

At the hearing on Wednesday, please resist the urge to kick the dog. Please consider asking the UW

officials who testify what can be done to better support the university and its mission. Wisconsin's
economic future depends upon it!

Tech status of state is under siege
Judy Newman

Wisconsin State Journal
October 4, 2004

10/4/2004
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Laura Kiessling works in her UW-Madison lab with a staff of 22 students and researchers, trying to
unlock the secrets of molecules that cause the pain and swelling common in arthritis and the proteins
that might play a role in Alzheimer's disease.

Her husband, Ron Raines, and the staff of 20 in his lab are developing proteins that will fight cancer
cells.

Kiessling and Raines also have started a company in Madison, Quintessence Biosciences, that employs
10.

Together, the two professors of chemistry and biochemistry have brought in about $2.5 million per year
worth of federal grants to the UW, and they provide jobs for about 50 people.

It's scientists like Kiessling - who won a prestigious "genius grant" from the MacArthur Foundation in
1999 - and Raines who represent what many consider to be the future for Wisconsin's economy: a stake
in technology, bringing the potential for lifesaving discoveries and advances that will make the business
world move faster and more efficiently.

But a new report says Wisconsin is facing a double threat in its effort to become that kind of national
technology center.

Shrinking state funds and bold attempts by several other states to grab a big slice of the so-called "new
economy" pie could jeopardize Wisconsin's research foundation and "threaten the state's ability to
produce high-wage, private sector jobs," according to a study being released today by the Wisconsin
Technology Council.

The report, The Economic Value of Academic Research and Development in Wisconsin, says the state's
institutions spent $883 million on research activities in the 2002 fiscal year, $662 million of that by
UW- Madison alone. That translates to 31,788 jobs, based on U.S. Department of Commerce estimates
that every $1 million in research and development spending provides 36 jobs. And it doesn't even
include jobs in new companies created to commercialize the technology.

If those figures hold true, academic research accounts for more jobs in Wisconsin than all of the
construction workers in the state (in July 2004), more jobs than the entire work force of the city of La
Crosse (28,718).

Although the state is spending $2 billion for the UW System in the current biennium, it represents state
support of 27 percent of the university's operating cost, compared to nearly 50 percent support in 1973.

“There's underlying concern about support for the UW System budget, in terms of making sure that the
infrastructure that we've built up for more than a century now isn't allowed to crumble away," said Tom
Still, Technology Council president.

State budget director David Schmiedicke said, though, cuts in the biennial budget were unavoidable.
"The state faced the worst budget deficit in its history: $3.2 billion. Difficult decisions needed to be
made," he said. "I think all agencies, including the university, had to take significant reductions in
operations. That was necessary to balance the budget without raising taxes."

TOUGH TIMES NOW At UW-Madison, tough times already have begun, some professors and
department chairmen say.

10/4/2004
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* State funds are diminishing for startup costs, the $500,000 to $900,000 it takes to bring in a new
faculty member and provide him or her with laboratory equipment and staff for the first two or three
years, until the research has progressed far enough to apply for federal grants, said Prof. Jim Skinner,
chairman of the Chemistry Department.

"We're definitely getting hurt by that now," Skinner said. "We have made offers but they're not good
enough."

For the past two years, Skinner has tried to recruit an assistant professor in biological mass
spectrometry, or analysis of the structure of biological molecules as an outgrowth of the human genome
project. Each time, the UW has lost. Last year, a candidate from Australia, Gavin Reid, went to
Michigan State University instead for a better offer, Skinner said.

"This is a very important research area; it would round out our research offering," he said. "Then it hurts
us in attracting students when we don't have a full research complement."

* UW-Madison is losing current faculty members to other universities offering $1 million to $2 million
in startup packages. "This is money that can't be found in federal grants," Skinner said. "Every year
there's probably three or four of these attempts to hire our faculty away that we have to then try to
counter."

Sometimes it works, sometimes it doesn't. Last year, Rob Corn, whose research involved DNA
diagnostics, or biotechnology chips that can identify genetic diseases, was lured away by University of
California at Irvine. It was a "significant loss," Skinner said.

* Lack of state investment in infrastructure has left some laboratories in "complete disrepair," said Carl
Gulbrandsen, managing director of WARF, the Wisconsin Alumni Research Foundation. Three
physiology labs from the UW Medical School moved to University Research Park last year "to have
facilities at the level they need," he said.

"The name of the game in recruiting top scientists is to give them state-of-the-art research facilities,"
Gulbrandsen said. "If they don't have it here, they're going to go somewhere else."

* The Madison Initiative was created in 1999 with the state, WARF and the UW Foundation providing a
total of $20 million a year to lure some of the most promising faculty candidates. The project attracted
chemistry and genetics professor David Schwartz, whose research has drawn millions of dollars in
grants and has established a startup DNA analysis company, OpGen. But faced with a growing budget
deficit, the state stopped contributing to the program in 2001.

"This has been a terrifically successful program; it's now in jeopardy," Gulbrandsen said.

* The state budget has limited faculty salary increases to 1.35 percent in the past year and 0 percent the
previous year. Meanwhile, state rules limit pay allowed for certain staff, chemistry professor Kiessling
said. While she doesn't want to leave the UW, issues like those are frustrating, she said.

"There are great things about the university, but the lack of support is certainly a concern. And if it were
like this for another two or three years, then yeah, there's a good chance that I'll leave," Kiessling said.

SEARCHES HAMPERED It's disheartening, said chemistry professor Lloyd Smith. "Cuts that have
occurred at the UW in the last couple of years have been really pretty difficult.”

10/4/2004
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Smith, one of the founders of Third Wave Technologies, a publicly traded Madison company that makes
tools to diagnose disease susceptibility, said recent faculty searches in which he's been involved have
suffered for lack of adequate funding.

"That's a huge problem because we're competing nationally for the very best faculty,” Smith said. "We
need to have the very best on this campus if we're going to stay as good as we are, to be the nucleus of
feeding technology development for the entire state."

The UW-Madison School of Engineering increases its research activities each year and they now total
more than $100 million a year, said Dean Paul Peercy. Most of the money comes from federal and
industry financing.

"We're living in an incredibly high-technology environment," Peercy said. "For companies in the U.S. to
continue to be competitive, they need leading-edge research."

For Peercy, increasing Congressional mandates resulted in budget cuts that slashed a UW engineering
project involving research into electricity transmission. At least two academic staff members lost their
jobs.

Funding issues are critically important now, said Michael Sussman, biochemistry professor and director
of the UW's Biotechnology Center. Concerns have been heightened with the $3 billion ballot initiative
in California in November; the money would be used to support stem-cell research there.

If it's approved, California will go after scientists like Wisconsin's James Thomson, a pioneer in stem
cell research, Sussman said. And if it's successful, he said, hopes for the biotechnology industry here
"will fade away."

The technology council study recommends:

* Reversing the decline in state funding for the UW System, with continued investment in capital
improvement programs such as BioStar and HealthStar.

* Initiating more collaborative research among UW- Madison, Medical College of Wisconsin in
Milwaukee and Marshfield Clinic.

* Setting up a state commission to explore additional options and track efforts in other states.

Wisconsin industries could also do more to set up joint research projects with the state's schools, the
technology council's Still said.

That's especially important as manufacturing moves more into technology, added engineering dean
Peercy.

The state's biggest "unmet potential,” Still said, is in classified and sensitive research related to federal
homeland security programs. "Prevention, detection, remediation we've got all the technologies here to
really do that," said Still. "That's an area where we might be missing one of the biggest boats."

And if California can vote on additional funding for stem-cell research, Wisconsin can, too, Sussman
suggested. "Why aren't we proposing a $400 million stem cell initiative? It was discovered here. The
best research is going on here. But it won't continue unless we put support toward it," he said.
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Budget director Schmiedicke had no projection about the state's allocation for the UW in the next
biennial budget.

"Clearly, the governor sees the university and education, generally, as a priority and clearly, he
understands the connection between investments in education and the university and the state's
economic health," Schmiedicke said. At the same time, he added, with expected growth in Medicaid and
other costs, "it's going to be a challenging budget."
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Sue Jeskewitz
From: "Handrick, Diane" <Diane. Handrick@legis. state.wi.us>
To: "SueHome" <sjjeskewitz@wi.rr.com>; "Matthews, Pam" <Pam Matthews@legis.state wi.us>

Sent: Tuesday, October 05, 2004 1:16 PM
Subject: Appleton Post-Crescent UW AUDIT editorial

Posted Oct. 05, 2004

Jim Perry column: UW System has lots of answers

Because the University of Wisconsin System is Wisconsin's largest employer, it's an easy target for
criticism. As a primary economic engine for Wisconsin, educating 160,000 students, a commitment to
reinvest in our state university must be made. A recent Legislative Audit Bureau report is being used in
ways that are, at best, counterproductive.

By posing questions that readers may have, I want to shed light on some of the issues and go beyond the
rhetoric.

Q: The report said the number of administrative positions exceeds that reported by UW System. Is the
UW "top-heavy"?

A: The report confirmed UW administrative costs are the lowest in the country when national standards
are used. However, the LAB also created its own unique definitions of "administration" that don't allow
for nationwide comparison.

Even with the LAB's definitions, we still are below the administrative cost target set by legislators for
the Department of Natural Resources. Indeed, the LAB's chief auditor said UW administrative costs
were not excessive when compared with other state agencies.

Unless we can apply LAB's standards to universities elsewhere, they're not useful measures of
administrative efficiency.

The UW took a $250 million cut to its budget. Tuition increases made up $150 million of that loss,
leaving a $100 million hole. How could 89 positions be added with a cut of this magnitude?

The added positions were not funded from state appropriations, but came from increased gifts and
grants, mostly for research and at the research-intensive campuses.

UW's federal research funding grew by $47.5 million. Those dollars must be used to support their
designated programs.

Consider also that 89 positions across 26 campuses with 31,972 employees represent a miniscule 0.3
percent increase.

Q: What positions were added?

A: Most non-faculty positions added were research assistants, research specialists and teaching
assistants. The 13 campuses of the two-year UW Colleges, which includes UW-Fox Valley, do not have
a single person in any of these titles.

Q: How much is the UW System's budget, and how much of that comes from our tax dollars?

A: Of the $3.3 billion in the university budget, less than one-third comes from state taxes. The rest
comes from grants, gifts and program revenue, including tuition.

Q: Top UW administrators' salaries increased by 40 percent over the last five years. How do you explain
that?

A: The UW System competes with campuses across the country for leadership talent and still maintains
a policy of paying its leaders below our peers institutions' midpoint. Incidentally, no one at UW-Fox is a
"senior executive."

Q: Shouldn't faculty salaries be a priority? After all, those are the people teaching the students.

A: Absolutely, and in the UW Colleges, they have been. Through a coordinated multiyear plan, our
faculty salaries have risen because our chancellor recognized they were so far behind our peers. We're
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still behind. We need to attract high-quality facuity, staff and administrators, and retain them, all while
competing with all other states.

Q: How much is administrative overhead at UW-Fox?

A: Using national standards, our cost is 6.1 percent of our state-funded operations and 3.9 percent of our
overall budget, far below that in other states.

Q: How do the operating costs for the two-year campuses like UW-Fox compare?

A: The LAB pointed out that UW Colleges has the lowest cost per student of any UW institution - about
three-quarters that of the next lowest institution and less than half of the highest.

Q: Despite big budget cuts, the LAB reported that UW Colleges is one of three institutions that added
staff from March 2003 to March 2004. How can you do that?

A: Our enrollment has grown by 43 percent since 1997. That translates into almost 5,000 more students.
Despite a modest increase in staff relative to enrollment growth, UW Colleges remains the least-staffed
institution in the UW System.

Q: The Regents are asking for additional funding of $105.8 million each year in the next biennium. Why
should we support that?

A: We don't want to have university educational opportunity available only to the wealthy. The request
would provide major financial assistance to students from low-income families. And it will provide for
new faculty. To put the latter into local perspective, UW-Fox has documented need for 15 new faculty.
Without this budget increase, we will be lucky to hire two.

Q: Final comments?

A: I'm happy to respond to concerns anyone has about how we go about the business of educating our
students. At the same time, I'm concerned that pieces of reports are taken out of context or not given the
analysis they deserve.

If there are any other questions that I have failed to answer, or if someone wants more specifics, please
contact me.

Editor's note: Jim Perry is the CEO/Campus Dean of the University of Wisconsin-Fox Valley in
Menasha.

Jim Perry can be reached at 920-832-2610 or by e-mail at jperry@uwc.edu.

Diane Handrick

Office of Rep. Sue Jeskewitz
314N, Capitol

608-266-3796
1-888-529-0024
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UW System Staffing;: Audit Report 04-10

Introduction — pgs. 9-17
e UW system is one of the nation’s largest post secondary public education systems, and
Wisconsin’s largest employer. (pg. 9)
o Operating expenditures were approximateiy $3.3 billion in FY 2002-03. $1.1
billion was funded with GPR.
e System-wide enrollment exceeded 135,000 in 2003-04. (pg. 10)
**Table 1 (pg 11): Fulltime Equivalent Student Enrollment, by Campus
**Table 2 (pg 12): Degrees Conferred by UW System FY 2002-03
e The Board of Regents allocates funds and adopts a budget for each UW System
Institution. (pg 12)
o Although GPR funding increased, it supported a smaller share of expenditures in FY
2002-03 than in 199-98. (pg 13)
**Table 3 (pg 14): Change in Operating Expenditures, FY 1997-8 to FY 2002-03
~Figure 3 (pg 14): Change in GPR and Federal Funding, FY 1997-98 to 2002-03
**Table 4 (pg 15): Operating Expenditures by Institution, FY 2002-03
**Table 5 (pg 16): Change in Operating by Institution, FY 1997-98 to 2002-03
**Table 6 (pg 17): UW System Budget, by Funding Source, FY 2003-04 and FY 2004-05

Staffing Levels — pgs 19 - 39
e Act 33 eliminated a total of 64.4 permanent positions within UW System. (pg. 19)

o Act 33’s reduction of 650.0 GPR-funded positions was offset by authority to add
585.6 program revenue-supported positions.
**Table 7 (pg 20): Authorized Positions, Full-Time Equivalents
Job loss was minimal when positions were eliminated. (pg. 20)
In April 2004, 3.0 percent of the positions UW System was authorized under Act 33 were
vacant. (pg. 20)

aintain this info on the State’s m me —~ UW’s reports to DOA

d Join  di ff, r significantly on its authorized positions.
. UW System s March 2004 payroll included 31,971.8 permanent, project, and LTE staff.
(pg- 21)
o UW System added 89.3 permanent employees from March 2003 to March 2004. (pg. 21)
© Both project and LTE positions have been reduced since March 1998 to March
2003, while the number of filled permanent positions increased by 12.2%, and an
addition 0.3% when 89.3 permanent employees were added to payroll in the
following year. (pg. 21)
**Table & (pg. 22): Permanent, Project and LTE Positions, (FTE’s)
o System-wide enrollment increased 8.2 percent in the five-year period before Act
33 took effect, while staffing levels reflected in the UW System’s payroll
increased 10.6%. (pg. 22)
**Table 9 (pg. 23): Filled Positions by Institution, (FTE’s)
e In March 2004, 42.3% of all filled positions were categorized as Professional Non-
faculty. (pg. 24)
o These positions include researchers and research assistants; teaching assistants and
project assistants, who typically are also graduate students; administrative




program and support staff; financial services staff; hr staff; and staff who provide
various student services and public outreach. (pg. 24)
**Table 10 (pg. 25): Filled Positions by Type, (FTE’s)
The largest increase in filled positions occurred in the Professional Non-faculty category.
(pg. 25)

© Some changes in the types of positions filled within the UW System can be
attributed to reclassifications of certain permanent staff positions. i.e., 500 FTE
that had been Clerical and Secretarial in 1998 reclassified to Professional Non-
faculty or Technical and Paraprofessional in March 2004. (pg. 26)

**Tablell (pg. 26): Change in Filled Positions, by Position Type, (FTE’s)
A significant number of new positions are filled with staff who work in research. (pg. 26)
© More that % of the 2,844.5 Profession Non-faculty positions added to payroll
between March 1998 and March 2003 and more than % of the 257.8 positions
added from March 2003 to March 2004 fall into 10 position titles (pg. 26) — see
Table 12
**Table 12 (pg. 27) Growth in Professional Non-faculty Positions (FTE's)
March 2004 payroll records assign 6.9% of filled positions to the Institutional Support
activity (pg. 28)

o Institutional support is the activity code related to system-wide management and
long-range planning, fiscal operations, administrative computing support. Space
management, personnel management, and some other functions. (pg. 28)

**Table 13 (pg 29): UW System Activity Codes for Filled Positions, March 2004
(FTE’s)
Institutional Support does not fully reflect all of UW System’s administrative positions.
(pg. 29)
o Examples include:
1) program asst. in various academic departments who perform admin duties —
coded as instruction (pg. 29)
2) accountants and grant managers — coded as research (pg. 29)
3) Assistant Deans (pg. 30)
4) 2,306.3 (7.2%) positions categorized as Professional Non-faculty or Technical
and Parprofessional also have duties that are largely administrative in nature.
(pg- 31)
**Table 14 (pg. 30): UW System Activity Codes for Management Positions, March
2004 (FTE’s)
**Table 15 (pg. 31). UW System Activity Codes for Clerical and Secretarial
Positions, March 2004 (FTE's)
**Table 16 (pg 32): UW System Activity Codes forOther Administrative Staff,
March 2004, (FTE's)
o LAB notes that admin positions are not “mis-coded” in UW System records,
often national associations set the standard definitions (pg. 32)
©  When admin positions with other activity codes are combines with thosereported
as Institutional Support, UW System’s admin staffing level exceeds 8,000 FTE’s
**Table 17 (pg 33): Administrative Positions, March 2004 (FTE's)




In March 2004, 25.2% of UW System’s filled positions were administrative. (pg 33)
o Nearly four times the number of positions coded as Institutional Support. (pg. 33)
~Figure 4 (pg. 34): Two Views of UW System Staffing, March 2004 (FTE's)
Institutional Support expenditures do not fully represent administrative costs. (pg. 34)
**Table 18 )pg 35): UW System’s Operating Expenditures, FY 2002-03(in millions)
Less than 1/3 of FY 2002-03 administrative staffing costs were recorded as Institutional
Support (pg. 35)

o LAB found an additional $1.5 million in expenditures that were admin in nature —
primarily for supplies and services related to communications, public relations,
fund-raising, and marketing. (pg 36)

**Table 19 (pg 35): Estimated Administrative Staffing Costs, FY 2002-03 (in
millions)
In FY 2002-03, UW System spent an additional $7.7 million for administrative supplies
and services that were not recorded as Institutional Support. (pg 37)

© LAB id’d an additional $6.2 million in expenditures for supplies and services in
offices of academic deans, directors of student services and physical plant
directors throughout UW System. (Pg. 37)

o0 When these expenditures are combined with the $1.5 million in admin
expenditures coded as other activities, total expenditures for admin expenses and
supplies total $7.7 million. (Pg. 37)

**Table 20 (pg 37): Expenditures for Administrative Supplies and Services
Coded as Activities Other than Institutional Support, FY 2002-03 (in millions)
Administrative expenditures totaled $495.0 million in FY 2002-03, or nearly three times
the amount recorded as Institutional Support. (pg. 37)
**Table 21 (pg 38): Administrative Expenditures, FY 2002-03 (in millions)

LAB estimates that administrative staffing expenditures increased by at least $4.9 million
in FY 2003-04.

Staffing Costs — pgs. 41-51
* 2/3 of unclassified staff are paid less than $50,000 annually, but more than 1/3 are part-

time employees. (pg 41)
o Unclassified staff represent 72.8 percent of UW System employees. (pg. 41)
**Table 22 (pg. 42): Annual Salary Ranges for Unclassified Staff,. March 2004
**Table 23 (pg. 42): Hourly Wage Rates for Classified Staff. March 2004

e UW System staff in unclassified positions have typically received larger pay increases

than other state employees. (Pg. 43)

**Table 24 (pg. 43): State Compensation Plan General Wage Adjustments, FY 1997-98
through FY 2004-05

» UW System addressed competitive market factors with 1,836 salary adjustments totaling

$6.5 million. (pg. 44)

**Table 25 (pg. 45): Base Salary Adjustments to Recognize Competitive Factors. FY
1997-98 through FY 2002-0

**Table 26 (pg 46): Monthly Salary Cost (in millions) - DOES NOT INCLUDE FRINGE

Most of UW System’s highest-paid employees are faculty. (pg. 46)

**Table 27 (pg. 47): UW System Employees Whose Annual Salaries Are $100,000 or
More




¢ The number of UW System managers with salaried over $100,000 or more has tripled in
recent years. (pg. 47)
o When there were more than 300 managers with the UW System w/annual salaries
of $100,000 or more, there were 177 managers in the rest of the executive branch
of state gov’t. at the same salary level. (pg. 47)
e Since November 2001, the Board approved more than $500,000 in salary increases for
senior executives. (pg. 48)
o 2001 Act 16 authorized the Board of Regents to set salaries for 20 senior
executive positions — based on salaries at comparable universities in other states.
(pg 47)
~Figure 6 (pg. 48): Establishing an Executive Salary Range
e Executive salary increases were greatest within the System Administration and at UW-
Madison. (pg. 48)
o The largest increases were associated with System Admin — two senior vice
president positions salaries increased 81.7% and 64.4%. (pg. 48-9)
**Table 28 (pg. 49): Percentage Increase in UW System Senior Executive Salaries
e Salaries of UW System chancellors and senior executives are below national medians.
(pg- 50)
**Table 29 (pg. 51): Comparison of Senior Executive Salaries at UW System and
Other Institutions, FY 20035-04
© An emerging trend among universities and other nonprofit institutions is
supplementing the salaries of senior executives and certain faculty with funds
received from affiliated or external foundations. (pg. 50)
o Senior executives are also sometimes provided with housing or housing
allowances, state-owned vehicles, entertainment budgets, and club memberships.
There is currently no effective reporting mechanism for these types of
compensation. (pg. 50)

M Recommendation

To assist the Legislature in understanding executive compensation within UW System, we
recommend UW System provide the Legislature with complete periodic reports on
executive salaries. Fringe benefits, and cash and noncash compensation from outside
sources. ()pg. 50)

Contractual Services — pgs. 53-59
e InFY 2001-02, UW System spent $84.8 million for contractual services. (pg. 53)

o Of that total, $10.5 million, or 12.4%, was codes in accounting records as
Institutional support. However, LAB id’d numerous examples that were admin in
nature, but coded under other activity codes. (pg. 53)
e System Administration and individual Institutions may contract for services. (pg. 54)
**Table 30 (pg. 54): UW System Procurement Procedures
**Table 31 (pg. 55): Contractual Services Expenditures, FY 1997-98 to 2001-02
e Contractual services coded as Institutional Support increased from $3.2 million to $10.5
million. (pg. 55)
¢ Spending for administrative services provided by contractors increased at most
institutions. (pg. 56)




o System Administration’s $7.8 million in contractual services expenditures coded
as Institutional Support included at least $4.8 million related to the PeopleSoft
financial data management and processing system purchased for system-wide use.
(pg- 36)

o There are five major areas of administrative contracts used by the UW System:

1) Information Technology;
2) Investment Services;
3) Accounting, auditing and consulting services;
4) Executive search firms; and
5) Marketing and public relations (pgs. 57-58)
**Table 32 (pg. 56): Contractual Services Expenditures Coded as Institutional
Support
¢ Some expenditures that are administrative were recorded as other activities. (pg. 58)

o LAB id’d $800,000 that were administrative in nature, but recorded as other

activities (less than one percent of the $84.8 million spent on contractual services)

M _Recommendation

We recommend System Administration provide all University of Wisconsin institutions
with guidance in coding contractual expenditures in their accounting records to ensure
accuracy and consistency (pg. 59)

Future Considerations — pgs. 61-69

Questions to be considered by the Legislature concerning the UW System:
¢ To what degree should the Legislature control the number and types of positions in UW
System?
How will the relationship between UW System and the State be defined in the future?
How will student access to UW System be maintained?

Legislative Control of UW System Positions
e UW system employs 44.3% of the state government workforce. (pg. 62)
o The Legislature has traditionally controlled the number of UW System positions
closely, but has granted the UW System more flexibility in recent years. (pg. 62)
e Current position reporting mechanisms are ineffective. (pg. 62)
o Reports to DOA and JFC are inconsistent in reporting staffing numbers. (pg. 62)
o Current reports also make it difficult to accurately track funding sources for
positions. (pg. 62-3)

M _Recommendation

We recommend UW System seek statutory changes to streamline and improve its position
reporting in order to ensure accuracy, transparency, and timeliness in reporting the
number and types of UW System positions. (pg. 63)

Defining the Relationship between the UW System and the State




The UW system is seeking greater flexibility to manage its operations. (pg. 64)
O in past biennia UW System has asked that it be granted authority to:
set salaries without executive or legislative approval;
make its purchases independently;
retain its proceeds from the sale of real estate;
retain its investment earnings; and
remove its capital budget from the State’s capital budgeting process. (pg. 64)
$523.4 million in general obligation bonds has been authorized for UW System building
projects in recent years. (pg. 65)
**Table 33 (pg. 65): New GPR-Supported General Obligation Bonds for UW System
Capital Projects (in millions)

a o o0 g o

Maintaining Student Access

Only one Big Ten school has a lower undergraduate resident tuition rate than UW-

Madison. (pg. 66)

**Table 34 (pg. 66): Tuition and Fees for Incoming Undergraduates At Public
Universities in the Big 10 Conferences, 2003-04 and 2004-05

**Table 35 (pg. 67): Public Post Secondary Students per 1,000 Residents, 2000

In FY 2002-03, operating expenditures per full-time equivalent student ranged from

$8,981 to $28,569. (pg. 68)

**Table 36 (pg. 69): Operating Costs per Full-Time Equivalent Student, FY 2002-03

M Recommendation

We recommend UW System report to the Joint Legislative Audit Committee by February 1,
2005, on its administrative staffing and service delivery costs by institution and provide
specific proposals to reduce administrative expenditures and increase operating
efficiencies in the 2005-07 biennium. (pg. 69)




